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Applicatien of Skclly Cil Company f{or an ordexr
deleting cexrtain acreage from thc South Blanco
Pictured Cliffs pool, and delineating the west
linits of said peool in San Juan County, New
fexico. Applicant, in the above-styled cause,
seeks an order deleting all of the presently
delineated acreage located in Township 27 Noxrth
Range 9 West, from said South Blanco Pictured
Cliffs Pool and {further delineating the east
line of Townsnip 27 WNorth, Range 9 West, San
Juan County, New Mexico, as the west limits of
caid pool.

Application of ithe Cil Conservation Commission
upon iis own motlion for an order promulgating
rules ancg regulations affecting and concerning
the Ballard-Pictured Cliffs Gas Pool, San Juan
and Riec Arripa Counties, “Mew Mexico. The
matters tec ke considered in the above-styled
case will pertain to gas pool delineation and
definition, gas proration, gas well spacing,
gas well
relatec

liowailes, gas proratiorn units, and
tilers including the possible compbina-
tion of ¢ pallard-Picturec Cliffs gas pool
with ciher gas peocls producing from the Pictured
Cliff{s formatiion, '
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Yh.OPCRTER:  The meeting will come to order, please. Cases
to e heard tinls morning arc Cases 1054 and 1078. Nr. Gurley,
would you vead those cases, please?

MR. GUHLEY: Case Number 1094, the application of the Cil
Conservation Commission upon its own motion [or an order promulgat-
ing rules and regulations affecting and concerning the Ballaro-
Pictured Cli{{s Gas Pool, San Juan and Rio Arriba Counties, New
Mexico.

Case 1078: "Applicaiion of Skeliy Oil Company for an order
deleting certain acreage from the South Blanco Pictured Cliffs
Pocl and delineating the west limits of said pool in San Juan
County, New iexico.

¥R, PCRTER: Mr. Selinger?

MR. SELINGER: ¥e are interested in Cese 1078 as applicant,
and Ca<2 1054 as an interested party, and would like to make the
request {for the consolidation of these two cases for the purpose
of taking testimony, and the operators, I believe, will havg one
witness on both cases.

iR, PCRTER: 1Is there any objection to Mr. Selinger's motior
te consotidation?....Let the record show that the cases will be
consolidated for the purpose of receiving testimony.

Will the witnesses all come forward in this case, please, to
e sworn, at the same time?

(Witnesses sworn by Mr. Walker.)

MR. PCRTER: Mr. Greer, would ycu proceed first?
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ALBERI B.
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EEE,

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

DIRECT EXAMINATION

O Would you state your name, please, sir?
A  Albert R. Greer,

Q Where co you live, Mr. Greerxr?

o8
)
3}
H
3
ete
3

w0
ok

on, Mew.Mexico.

ME. WEBE: Will the Commission waive gualification of the

MR, PCRTER: Yes, sir.
Q Mr. Greer, are you familiar with the boundaries and the
delineation of the Ballard=Pictured Cliffs Formation Gas Pool in
Sarn Juan and Rio Arriba Counties, MNew Mexico?

A Yes, sir.

b

=
e

The South Rlanco Pictured Cliffs Gas Pool?

A Yes, sir.

wr

3 And ihe Fulchexr Kutz-Pictured Cliffs Formation Gas Pool?

A Yes, sir,

2 I direct your attention to what will be Benson-ilontin-Greer
Exhibi* Mumper 1, which is attached to the board behind you, copies
reduced coples of which we hand the Commission.

A I think we should make these the exhibits and this the re=-
production. Could we have one of these marked as an exhibit?

(itarked Benson-liontin-Greer Exhipit Mo
1 for identification.)

G Will you explain to the Commission the meaning of the

4

P

»
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aifferent colors, as indicated on that exhibit?

A YWe have colored in orn this Exhibit Mumber 1 the different
pools, as we will talk about them in this case, around the Eallard
Field. MNow, the Rallard Field we have colored in yellow, as the
field is presently defined. The red hatching with the yellow
background indicates the extension to the Ballard Field which we
recomiend be added at this time,

The so0lid green color represents the preseﬁt tylcher-Kutz Pool,
and the hatched green area shows extensions to Fulcher-Kutz, as we
recommend them.

The area colored in brown is the main part of the South Blanco
Pool, and the area colored in blue is the west part of the South
Blanco Pool, and represents a part of the South Blanco Pool which
we recommend be separated from it and given a new pool designation.

The four quarter sections colored in red represent the impermed
barrier between the Ballard Pool proper and the part of the South
Blanco Peool ceclored in blue.

0 Mr. Greer, in directing your atiention to the blue portion
cf the map, have you made a study of that area as compared with the
area colored in brown? And if so, upon what do you base your
recommencations that the same, tnat the blue portion should be
seyregated from th2 brown portion?

A It is apparent that the bulk of the wells in the blue area
nave pressures which are substantially less than the wells which
are in the main part of the Soulh Blanco Pool in the area colored

in brown.

Mow, we ¢o not have the exact type of pressures waich wells

ble
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1ike to have Lo nake a very careful delireation of these twe arcas
fart of the wells were drilled three ycars ago and at that time th$
operators were not awarce of the necessiiy of taking accurate and

i

careful shul~in pressures. It's therefore, a litile difficult to
draw an oxact line at this time, and we would recommend that the
areas be kept under consideration and that the cperators attempt
to gather information which will enable us to make an exact deter-
mination of the line separating the blue arca from the brown areas
as a starting point. .

The area Lhat we have now recommended tc be taken out of South
B8lanco appears to be a reasonable one, and the majority of the well
are very definitely producing from a reservoir separate and disting
from the wells set out in the brown area.

Q It is your opinion that pool delineation snould then be
based upon, from a reservoir from which the particular wells are
producing. And how do you determine from what reservoir a parti-~
cular well is being produced?

| A It is necessary, of course, to study all the well informati
We have found that the occurrence of production in the Pictured
Cliffs can be from differeni lenses, sunsrate reservoirs within thd
Picturea Cliffs Teormation. And we can trace these lenses and
reservoirs partly through ctuay of the formation characteristic
itself; the sand characteristic; the electric logs; buet primarily
we can tell from initial stabilized wellhead pressures, for wells
which have been drilled at a time when they were not influenced by

production from surrounding wells.

G Have you made such a study in the case of that, tne area in

t

on.
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Greer, Exhibit vumber 2; also give the Commission the results of

those tesls.
A Yes, sir. It is our thought that wells producing from these
common sources of supply 1n the Pictured cliffs, are within, are

h each other. for the most pardy,

The reservoir,

ir; communication wit
move over large dist

comparatively tiaght, and gas coes not

1t does, howeveT, move 3T

ances

1

[’}
-

ound within the reservoln

in shoxrt times.
rom one area to another,

as wells are procuced, and tends to drain f

n from the low pressure area.
when it was

throughout the pool was

to reach stabili

as gas 1is take
first discovered,

vie believe that the Ballard Field,

a well drilled into it, that the pressure

1t has millions of years
able, the gas can move

has allowed th

very nearly stabilized.
that the sand 1s perme

zation, and the fact
f supply,

within it, within this one common source o
over these millions of years.

pressures to equalize
rvoir from one area to

n nmove within the rese

Now, if the gas ca
possible for us to demonsirate that by pro-

.another, i+ should be
ducing one well, taking gas out from under it's tract, and observ—\
ing the shut-in pressure on an adjoining well, to determine if the
ne place in tne reservoir causes 2 pressure

removal of gas from ©

disturbance 1n anothexr part.

Now, it is somewnat difficult and expensive to conduct these
interference tests. I+ means we hawe to shut a well in for a con-
siderable period of time, in order to gbserve the pressure pehavioxn.
This means tha£ we cannoti produce the well, we milss the well's
allowable and if it is a large well, why, of COUISE®, that means
just to concduct an interference test.

considerable revenue lost,
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From time to time, in areas that we operate, we try Lo conduct an
interference test or two.

In this casc, particular case, we have two interference tests
we would like to dhow this morning. The first test is in the north
part of the Ballard Field, as presently defined, and is in an area
in which we have found wells to be completed with potential on the
ordér of 2,000,000 feet per day, or less. And probably can be cons
sidered as an area having less than average permeability in the
field. In other words, we have found the production from some of
the wells in this area have drained gas from another well, and
this gas drainage is reflected in a pressure decline in the well
which was shut=in. |

Now, the particular shut-in well in Interference Test Number 1,
is J. Glenn Turner, Number 18-2 Huerfanito Unit. That particular
well is circled in red and the producing wells within the test
arca arec circled in green. The list of these wells is shown on

our exhibit == Can we give this exhibit a number?

{Marked Benson=Montin-Greer Exhibit MNo.
3, for identification.)

A Should we introduce this exhibit?

MR, WEBEB: We would like to, as Benson=Montin-Greer Exhibidt

Number 3.
MR. PCRTER: Any objection to the admission cf these exhibi

or this exhibit, rather? It will be accepted.
A Exnibit Mumber 3 is composed of two pages. The second page

shows the record of wellhead pressure as they were observed on the

shut=-in well Mo. 18-2, These pressures are platted on a gragh.
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(iierked Benson=liontin=Greer Exhibit No.
4, for identification.)

MR. WEBS: We would like io introduce bBenson=lMontin=Groer
Exhibit Number 4, being the graph of the J. Glenn Tuiner 18-2,
Huerfanito tnit.,

MR. PORTER: Without objection it will be admitted.

MR, GURLEY: I would like to intervene, as to the founada-
tion of this, if these were prepared by him, or under his instruc-
tions.

3 Are all the exhibits you have introduced and will iniroduco
prepared by you, or under your supervision?

A That is correct, The pressures themselves, or most of the
pressures were measured by one of cur enginecrs under my direction,
and part of the pressures were measurcd by El Paso cnginecers as the
took potential tests.

I would like to refer to Exhibit Number 4, wiiich shows Lhe de=-
cline in wellhead pressure, as this well was shul in,and the adjein
ing wells produced. Pressure lMeasurements Mumbers 2, 3, 4, 5, ©
and 7, are shown on this exhibit. These particular pressurc meas-
urements were made with Rensom=Montin's dead—weight tester, which

kasg

4]

sensitivity of one=tenth of a pound. All measurements wecre
made with this same tester, and by the same enginecer.

Q What period of time is coverec by those--

A (Interruoting) The well ==

¢  {Continuing) ~-~measurements?

A The well was shut in a total of about 127 days, and the
shut-in pressure measurements werec taken from the 53rd day to the

127th day, and during that period of time we noticed a total pressu
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drop of threce pounds. e believe that that pressure drop could have

been caused by only onc ithing, and that's production of gas irom
the adioining wells.

Mow, in that reepeci, I would like to point out that of all the
wells producing during the perioc of the test, only the wells south
of the test well were produced for any length of time. The longest
time interval that any of those wells had produced was 12 months.
Two of the wells had been on the line 12 months. The resi of the
wells had been on the line for a period of time less tan that, and
the wells to the north of the test wcll were put on production only
during the last, approxiuntely, 30 day: of the test.

& During the period represented by your Exhibit No. 4, being
the last, I believe you said, 53 days, how many wells were produc=
ing during that interval?

A For the most part, only the eight wells to the south of the
test weli. There were four wells went on the line in October of '5P
and the test ended November 18th of 1955.

@ But it is your opinion that during that interval the 18=2
well was being drained to some extent by the surrounding wells?

A That is correct. And I would like to point our that in
conducting this interference test, we took into account factors
which we believe are necessary to properly qualify an interference
test,

Cne thing which might cause pressures to drop in a well that is
shut. in would be the build-up of water or other fluids in the hole
curing the time of the test. MNow, it is our experience in drilling

and completing some 200 Pictured Ciiffs wells, that ordinarily when
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wells are shut in, even thouuh thcy bLe making as much as one barrgl

of wster per hour, after they are shut in the water has a tendency
A : to go back into the formation and the well bore be filled entirely
with gas.

However, ‘Lo be certain that the well does not contain any watexn
or other liquids, before we make our first pressure measurement in
an interference test, we blow the well through the tubing and this
tubing is landed within the interval which is productive of pay at
the bottom of the hole, and in this manner assure the hole is cleaq
of liquids at the time we start the test. At the conclusion of thdg
test we do the same thing. To date we have not found a well which
showed any build=-up of water during the time of an interference
test.

Mow, there's another thing which might cause a well to have a

lower than average pressure. If, for instance, there were a leak

in the casing, the well pressure might not build up to the maximum
for that area. There's no reason, however, to believe that the‘
pressure would bulld up and then drop off. 1t simply would not
reach the maximum.

- 1 =

Now, we are talkling about a reasonable, or rather, a consider-
able amount of gas which has been drained from this tract. At the
time the well test was completed, in November of 1955, the shut-in
pressure was a little over 638 pounds, and we have reason to be-
lieve thal the true initial pressure in that area should have
reflected a wellhead pressure on the order of six hundred sixty tec
seventy pounds. This means that some amount of gas repreéented by

approximately 20 te 30 pounds had been moved from that well's tract]
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at the time it went on the line.

Q NDid you make a similar test, with similar interference test
in another portion of the Ballard-Piciured Cliffs Pool?

A We are currently conducting an interference test in the
south part of the Ballard Pool in an area where we have higher
permeability and more rapid and sever pressure fluctuations. This-

MR. WEBB: (Interfupting) I would like to introduce Benson
Montint's Exhibit NMumbers 5 and 6.

(Marked Benson-llontin-Greer's Exhibits
Nos. 5 and 6, for identification.)

MR. PORTER: Any objection? If not they will be receivec.

A Exhibit 5 ié composed of two pages, the first page shows
the location of the test area and the producing wells within the
test area, and the date they went on production, and it shows the
test well which has veen Benson=-Montin-=Greer No. 1 Foster—Riddle,
and it is located in the northwest cuarter of Jection 13, 25 MNorth,
Range 8 West. The second page shows the pressure meacurements
taken on this particular test well, the Number 1 Foster~Riddle.

Exhibit Mumber &, is a graph showing the pressure measurcments
on this particular well, during the time that it has been shut in,
the pressure measurement beinf plotted against the time shut-in.

Now, this well was completed in an area which had an original
reservoir pressure which reflected well-head pressures of about
€60 to 70 pounds, depending upon the elevationr of the well. The
first production from cffset wells which a2re shows in green in the
vellow area, was one year ago, and at the time the “oster-Ricddle
Mumper 1 was completed, those wells had been on the line less than

one year. Yet, when this well was potentialed on April 2&ih of

T
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1956, 1t's shut-in pressure was only 010 pounds.

Mow, ths pressure was measured by one of El Paso Matural Gas

Company's decacweight testers, whch we presune is within three or

four pounds of the same calibration as Benson-iontin's deadweight

pressure. The rest of the pressure measurements were made witn

benson=Montin's instrument and ithe pressures measured curing the
entire periocd of the test, which are from a shut-in time, of 71 day

to a shut=in time of 116 days. The last pressure mcasurment is nof

shown on Exhibit WNumber 9, bul is shown on anoiher exhibiti which

we will present later. Ancd the total pressure drop during that

time, approximately 14 pounds.

At
il

Now, that .aneans to me that gas 1s being produced from ofiset

wells, and is draining gas from the resexrvoir beneath the Fogsler=-

riddle Number 1, at a rather high rate. Iiiight now the rressure

is covn gsome o0 to 70 vpounds {rom what il would have pecn Lird we

drilled the well a year ago. And it represents more than lu per-

cent of ithe recoverakle whieh might ke e

rese nrouuces from a w

1

in that This is a supstantial amount of

PR EN
dgas.

has a tendency to meve,

witnin the reservoir over reasonanly chort time.

that we would like to make with these interference

i1 gas will move wiihin a perioc ofi a year to t

o

that is

shovn by these intlerference test

s, then certainly the gas within

one commen source of supply will equalize without the pool over the
million of years ihat ii has time 1o egualize.
Q Dasec¢ upon ithe interference tests anc other stuciecs that

you have made of the bBallard Pool, <o you believe the area covered

e
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Ly your Interference Tesbt Mumber 1 and Intnr{crence Tesbt NMumber 2

b

o

are producing from the sanc commor source oi supply?

hat I welieve ther arc producing [rem a sanc conimon soutrce of
supply. The wells which were ¢ralled initielly in cach arca showec
stabilized, or as ncarly stabilized pressures as we could obtain
al thatl time, to be within a few pounds of each other.

he o{isctiing wells to the Foster~Piddle Number 1 being Bensonp
foniin Number 3 Quitzau, was one of the {irst wells completec 1in
the arca covered by Interference Test Mumber 2. This particular
well showed a shut~in pressure of 0655 pounds after 95 days. That
well is a good well for the determinaticn of the reservoir pressurg
in that area, for the reason that it had good natural permeability.
It had a natural openflow on tne order of 2,000,000 feet per day.
Ana, after shot, it had a potential of four and a half million
cubic feet a day. The adjoining wells were good wells with good
permeability and for that reason we believe that 1t was not justi

a local well, a local -= I mean a local area of high permecability.
It was one wnich we could depend on as representing the pressure

rather accurately.

Mew, Liiat well was drilled up on a mesa, as compared to other
wells in the area, and if we recuce it's pressure, it's 455 pound,
to whal it would have been had the well veen drilled down in the
valley with most of the other wells, it's wellhead pressure of &595
pounds would be equivalent to about &&8 to 70 pounds, which is

what we found on the wells which encountered the sand at a depth of
about 2,000 feet. Mow, thats within tweo or three pounds of the
pressures found in the initial wells, some 10 or 15 miles to the

northwest in the other part »f the {ield.
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Mow, il we take the pressurecs in the other direciion from soutilh

west to northeast, we found the same thing. Wells in Section 20 anid
b

3L in Township 2C North and 8 West, had stabilized chul=in pressurc
within one or two pounds of the well in the southeast guarter of
Section 23 in 2¢ Meorth and 8 West. That's a distance of nearly
five miles in the northeast-southwest direction.

S¢, we have this pool, this one common source of supply, approx
mately four or five miles wide and ten to fifteen miles long, that
had an cqualized reservolr pressure at the timé the first wells wer]
drilled in that pool. And all the wells since that time, when
allowed to build up and reach their stabilized pressure, showed
npressures around 660 to 670 pounds. The only exception being one
or twe wells drilled in a very tignt sand, which had an extreme =-
took an extremely long time to build up, or wells which were drille
close to the wells which had been on the line for awhile, and were
influenced by drainage frem the original well.

2 Have you reflected these last statements by a schedule, and
a graph?

(Marked Benson=Montin~Greer's Exhibi tg
Nos. 7 and 8 for identification.)

MR. WEBB: We would like to introduce these as Bensoh—Monti
Greer's Exhibits 7 anad 8.
iR, PCRTER: Are there any objections to the introduction
of these? They will be received.
0 The facts reflected on Benson=liontin=Greer's Exhibit Mumbed
7 == do they ==

A (Interrupting) Excuse me. I need to make one ocualificatidg

pefore we go on. I just made the statement that within the area

n
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which we considered thne Ballard Pool, and for the extensions te Lhe

pBallard Pool, as we recommend them, there have not been any wells
drilled in that entire area cclored in yellow, which have pressures
in excess of 670 pounds. MNow, there is one exception, Huerfanito

Unit Number 29 in the southwest quarter of 3ection 35 in 27 North

and 9 West. We have a pressure measurcment repcrted of 704 pounds
for. that well. We feel #at that is either one eratic well out of

about 150, .or it could be a mistake in the measurement.

Q Then, as I understand =-—

MR. GURLEY: (Interrupting) Could I ask at this point who
prepared this exhibit?

JiR. WEBB: Well, we can introduce them all at one time if
you want us to.

MR, GURLEY: I will appreciate that.

Q Did you prepare Exhibits 1, 2, 3, 4, 5, 6, 7, 8, or were
all same prepared under your supervision?

A That is correct. The pressure measurements were taken by
potroleum engineers with our company, and the information was
compiled, studied and assembled either by me or under my direciiony

Q Again directing your attention to Exhibit Number 7, does
this exhibit reflect that all of the wells which are listed there=-
on are producing from the same commcn source of supply?

A Fo, sir, we have the pressure measurement on some one or
fwo that are.

Q Well, point out the wells which are not, which you now
consider in the Ballard Pool and why they are not keing considered

in the Ballard Pool?
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e s e

accumulate on wells which we nave completed in this frallarc rielu

areca during the months of FebruarlY, varch, April anc nay of this

-

yecar.

vle have kept these wells off the pipeline in an effort to

delcrmine the Lype€ of pressures we necd to determine pool poundarigs.

And we have accumulated all the information we could and ont of
the wells, == Well, let me say that again. nost of the wells are

within the Ballard Field, as we pelieve it to exist, but there are

two, or maybe three wells which we will come to later, which are
not in the pallard Field, and which show different pressules and
all of this information 1s set out in cxhibit 7.

Now. Exhibit 8 shows part of the information of Exhibit 7 in a
graphic form, and represents a plat of build=up pressures, versus
time for four wells, which are close to the edge of the RBallard

Field. The location of these wells are south offsetting wells to

the four quarter—sections colored in red on Exhibit Number 1, and

are wells right next to the ared we consider to be the impermeable

zone petween the west pert of the South Blanco Fiel¢ anu the
Ballard Pool.

Q Do the pressurcs, 2s reflecte” 20 that Exhibit Number 8,
indicate that they more closely associated with the Ballard Pool
than with any other pool close by?

A Yes, they do. 1t would pe desirable, of course, if we
could have let the wells build up another 20 oT 30 days to determine
a more definite limiting build=up pressure.

However, the final pressures as shown on this exhibit were jus

taken day before yesterday, andé we Jjust didnt't have time to accumu
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Jate the additional pressures. They did establish a pretty definidge

\ trend, however, which indicates to us that the final stabilized prﬁs-
sures would be on the order of 670 pounds or less.

The reason I say this is because most of the wells which we
drillecd in the area seem to reach their maximum pressure within a
period of 40 to 60 or 70 days. We can tell by extrapolating the
curves shown on Exhibit Number 8 to a period of 60 or 70 days, that
they probably would not buiid up to pressures much in excess of
670 pounds.

Q Then, it is your recommendation that the area ;-

A Yes,.

Q The southeast=southwest quarter of Section 26, the north-
east quarter of Section 3%, the southwest quarter of Section 36, all
in Township 27 Morth, Range 9 West, and the northeast qyarter of

Section 1 in Township 26 MNorth, Range 9 West, should be adcitions

to the Ballard Pool?

A That 1s correct.

Q  What other acreage in either Township 26 North, or Rownshig
27 North, Range 9 West, do you recommend should be adced to ihe
Ballard Pool, and if any, why?

A I waald recommend that in 27 North and 9 West we also in-
clude in the Ballard Pool, Section 27 and the southeast quarter
of Section 28.

Now, thi§ particular area is one of éxtremely low permeability
and is characterized by three wells which are very poor wells, and
will never pay out the cost of drilling. Those three wells are

Huerfanito Unit 38, 39 and 40 in the southeast quarter of Section
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of 040 pouncs., For the main part of Fulcher-Kutz, as shown on our
Exhibit Mumber 1, then, as cempared to the Ballard Pool, there's
about 30 pounds cdifference in pressure.

Mow, as to just exactly the line where the pressure changes,
it's a3 little difficult to set out, but where it is difficult to
determine, we have wells of low capacity, wells which will not makg
their allowable, and wells which we feel makes no difference which
pool they are in, they will be marginal wells,

Q But, you do feel it would be very detrimental to the majors
ity of the wells in a pool not to respect the dominant pressure
cifferential in the pools as a whole?

A I think it is necessary that we recognize these different
reservoirs, these different common sources of supply that they

very definitely should be, that wells within these differcnt reser=

voirs should be prorated, produced between themselves, among them=—
selves.

Wells within these common sources of supply can drain each
other if they are notl properly prorated, but wells within one commgn
source of supply will not affect wells in another source of suppily
anc where they have large pressure differentials between twe diffex-
ent reservoirs, we can create some very difficult problems by trying
to prorate and produce wells as one pool, which, in reality are
two separate pools. |

Q Do you have available before you, information as to any
pressure differential between the Ballard Pool and the acreage
colored in blue on Exhibit Number 17

A lMost of the information we have for wells in the west part
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of the South Blanco Pool, which we rccommend be taken out of the

South Blanco, is information taken from initial completion testc.

Most of the operators did not take build-=up pressure tests, so
we do not have as complete information as we need, but the informa-
tion we have shows that the minimum pressure of the original wells
in that area to be on the order of 720 pounds or more. And wells
which exhibited 720 pounds may actually have had higher pressures
than that, had they been allowed to stabili:ze.

We have just completed one well in the blue area, J. Glenn
Turnex Number 46 Huerfano U'nit, in the southwest quarter of Section
25, 27 North, and 9 West. That well had a pressure on the order of
683 pounds, and there is a possibility that that particular well
may be experiencing drainage from the wells originally drilled
close to it.

Tt's first pressure we measured on May 22nd, was 683.% pounds,
and the last pressure measurement was 682.5 pounds, which is only
a one pound drop, but it could be indicative of communication with
the other wells. If so, it is reasonable to assume that the origin
pressure under that tract, when the wells were first produced, two
or three years ago, was 20 or 30 pounds higher than it is now.

Q Based upon that study, you believe that there is a differ-
ent source of supply on the acreage colored in blue, from the
acreage colored in yellow?

A Yes, sir., There is very definitely two different reservoilxn
when we compare the Ballard Area colored in yellow to the Blancc,
or west part of the South Blanco Pool colored in blue.

Q Is there a lot of difference between the Ballard and the

green’y

al

S
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pressures are stabilized, they were originally the samc. TWells
within that area can drain each other,

There we have stabilized communication within that pool, and
vyet, within g space of just a half mile we find the difference of
50 pounds in pressure. Now, that can mean only one thing, that the
wells north of that red line are producing from a different reservo

Q I believe that we have covered all of the acreage in 26 and
27 North, Range 9 West, which are your recommended additions to B
Ballard, except the southeast quarter of Section 1, 26 Morth, 9 Wes
Do you likewise recommend that that be incorporated in the Ballard
Pool?

A Yes, I do. We have a build=-up pressure on that well. That
the J. Glenn Turner Huerfanito Unit Number 14-1, which, after 125
days, shows a pressure of 663.8 pounds. In the last 15 days, the
well has buiilt up about 1.7 pounds, and we believe the well is
reaching stabilization. TIt'sg apparent that its pressure won't like
exceed 670 pounds,

Q Directing your attention to the acreage colored in brown,
on Exhibit Mumber 1, vou already discussed the reasons why you
Tecommend that the acreage west of the township line be deleted,
Therefore, I would like for you to tell the Commissio why you
believe that the acreage colored in brown is not a portion of the
Ballard Pool, which is colored in yellow, if that is your belief?

A The majority of the wells in the South Blancé Pool in the
area colored in brown, show pressures on the order of 850 to 90Q
pounds, which is some 200 pounds difference, as compared to the

Ballard area colored in yellow.

iT,

Y
n
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Therc's no doubt at all that the arca colored in brown is pro-
ducing from a reservoir separate and cistinct from the area colored
in yellow. It is also apparent that the bulk of the wells drilled
in the area colcred in blue have initial pressure substantially les
than the wells in the east part of the South Blanco Field, which 1is
colored in brown. For that reason I recommend that the area we hay
shown colored in blue, which is all of the present part of the Sout
Blanco Field in Township 27 North, and 9 West, be taken oul of the
South Blanco Field and established as a separate pool itself.

And in that respect, I think I would like to point out once
again, that the wells completed in that area do not have the type
pressures reported for them that we dould have, to determine proper
an exact pool boundary. Part of them were drilled at a time when
operators didn't realize the necessity for determining stabilized
pressures. But its apparent that we have enough room left for new
wells that as they are drilled, and the operators are now aware of
the fact that we need to be careful about obtaining pressures, that
initial stabilizecd pressures can now be cetermined, and those
pressur=2c nsed to more properly, or more accurately determine the
pool boundary between the new pool colored in biue and the maln
part of the South Blanco Pool.

1

( And, summing up, if I may, on that point, Mr. Greer, the

P

net of it is that you find less pressure differentdsl in this 15~

mile distance than you did, say, in a three or four mile distance

here, or a one or two mile distance here, 2 one or two mile distanck

here, or a one or two mile difference here; and, that indicates to

you, as an ingineer, that this is one common source of supply, and

[)

©
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occures in the bolton of L(he Pictured Cli{ls Cormaticen. The sui=

well ir ihe poritheast cuarter of ihat section, prowuces frem an
interval in Lhe Pictured Cliffs, close to the top of the formation.
It+'s in a separate reservoii and ithat separation is representec
by a cifference in 50 pounds in shut=in pressures of the two wellsd

For a distance of some five miles southwest of this section, al
wells hacd pressures approximating £70 pounds, when allowed to
stabilize. Within a space of 2 half mile the pressure jumps 50
pounds. It indicates only one thing,the well is procducing from a
different resexrvoir. |

2 o you believe that 100O-acre tract would be drained by
wells drilled to the southwesti?

A I think there would be no communication between the well

in the northeast guarter of Section 23, and the well in the south-

0 What is your recommencation to the Commission as to the
status they should place that partcinlar well in?

A That well should be left out of the pool until accitional

crilling 2llows us to determine 1if there will be enough other weilg

to justify a separate pool being set up for that well.
It's just possible that this well will later tie in with the

reservolr under the wells in Sections 4, 5 and ¢ in the same town-

ship. It's even conceiveable it might tie in with the area colore¢

e

1
n blue, later on. 3ut the wells are, there are not enough wells,
in my estimation, to justify a separate pool, at this time, and I ;
no harm can be dore by leaving them out of *he pool, and producing

them outside of the pool.
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o) You don't bel ieve, then, there would Le any violation of

thie correlative rights of inhe various owners surrounding ihai 140-

A Thalt is true, 1 think there's no communication with the

b

"leld, and regardless of how it is produced, it could

o
»]
2
v
[
o
ot
o3
&)
)

affect the other wells in Ballard TField, so there is no harm pro-—
avcing it as a well by itself, or in a separate pool later on.

Q “dr. Greer, you have mace reference to the == what we'll

(¢

311 the overall pressures in the various pool boundaries of which
are shown on Exhibit Mumber 1. Its my understanding that the
various wells drilled in tnose particular pools, a large percent=
age of lbem are operated either by, or the gas from them is taken
ky El Paso Matural Gas Company, under gas purchase contracts which
contain provisions whereby the pipeline company is not obligated to
reduce its line pressure, if 80 percent of the wells in the particy
lar common source of supply can mect their allowables. Are you
familiar with that type of contract?

4 VWell, yes, I am familiar with }it.

2 Do you believe if all of these, if the pool boundaries are
designated by the Commission as you have recommendecd they be
designated, would there ke any cdiscrimination or violating of
correlative righis between the various owners in a particular pool,
under that type of contract?

A No, sir, there would not te, as long as the wells were
procduced in accordance with the understanding of the parties when
t

he contraclt was entered into. It was very definitely understocd

1
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citween the producers ap. the El Paso as a 9gas purchascr, that our

wlls would be considered as producinyg rfrom a CoOmmon Source of suppD]

and the obligation of Bl pPaso to take vas from those wells would be
based upon the competition of tnose wells within that one common
source of supply. It did not contemplate that we would be prorated
against wells with some 400 or 500 pounds grcater pressure than we
have.

oy

2 Assuming the same set of facts, would there be any violatiof

p 4

of correlative rights, or any injury to any of the partles in any
of the various pools, as between pools, assuming the pools are left
as they are?

A 1f the pools are jeft as they are, assuming that we begin

to properly separate the west part of the South Blanco from the

main part of it, and attempt to recognize our different reservoirs,

these cifferent comion sources of supply, and kcep the wells
separatec on the pressure pasis by which they should be separated,

we should have veIy 1ittle dafficulty in properly prerating, allo~

cating anc producing sells in each common source of supply.

gput, if we throw tnem all together, we are going tlo create 3a

large number of problems, and one of them I think we shoula point

out. AS we move farther back inwards, and wells have higher pressu

ry

they can procuce tpneir allowables against high pipeline pressures.
hiow, whether the pipeline company will see fit to operate at a high

3 .
pressurevis,of course, vp Lo them. But, it's only logical anu

[eB
b
ot

praciical, and

o8}

.t. caving in cost and expense Lo 3 pipeline compan
to produce welles at the highest possible pressure they can proouce

them. I1f they drop the pressure at +he wellheacd to an unreasonably

LY »
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low amount, and have to conpress it again to the pipeline to trans

L

mit it out of the State, it causes an acded expense, and iis only
reasonable to assume that in time the pipeline companies will pro-
duce wells at as high pressure as 1s reasonable.

NMow, if we call this all one common source of supply, call it
all one pool, prorate all the wells together, the type problems we
could comeup with would be one such as this. A man who has a compari-
tively high pressure well, but a low deliverability mighti be pro-
ducing into a pipeline pressure of, say, around a hundrec pounds and
couldn't make his allowable. WNow, maybe, he could make his allowe
able at a lower pressure. But, actually, as far as he is concerned
in competirg with other wells in the same reservoir, the same comaan
seurce of supply, he can not ke hurt too bad, if the other wells
arc producing against approximately the same pressure.

Bul, suppose his neighboring offset is producing against 200
pounds pressure, then his offse£ well might drain gas out from under
him. Well, now, it makes no difference to tnis man whether it 1is
an offset well that has 200 pounds line przssure, or another well iln
the same reservoir, the same prorated pool, that has 200 pounds line
pressure, lie has a2 legitimate problem to bring to the pipeline
company, and a definite complaint.

Ve think that the pipeline company would be’féced with very senji=-
ous problems if they had to produce as one reservoir, wells with
pressures varying from 300 to 400 pounds up to a tnousand pounds.

Py

¢  Then, in your opinion, if the pool boundaries are set by the

@]

ommission as you have recommended them, and as are reflected on yolur

49

xhipit Mumber 1, no inequities will result as between producers?
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A

bet, if Lhey are either partially, or wholly consolidated into one
rool, and prorated as such, tnen inequities and violation of corrcd
lative rights of the various owners involvec will surely result?
A Very definitely incquities would result.
YR. WEBG: That's all.
MR, PORTER: Let's take a five minute break.
(Recess.)

MR, POKTER: BMeeiing will come to order, please.

taro 1.1

wE00

=)
3

are you through with your direct examination?
MR, WEBKE: I am through with my direct examination. How-
ever, there may be some cross.
MR. PORTER: Are tnere any questions of the witness?
MR. STAMLEY: I would like to ask a question or two.
#R. PORTER: Mr. Stanley.
CROSS EXAMINATION

By ¥R. STANLEY:

0 !ir. Greer, pertaining to your Exhibit marked Number 1, you
do have a browr coloration and yellow coleration, which you
recommend be separate pools, approximately, plus a volume minus
millions of years. How cld is that formation?

A For all we know, it is over a miilion years old.

Q  Ana yet; you have proved that in a matter of a huncred plu§
days, approximately,116 days, that there has been pressure inter~
ference between the wells testee and the npallara area. In other
words, as old as these bPicturea Clif{s Cormations are, how do you
explain the fact that these pressurcs arec noil caualized betwecen

the DPictured Cliffs area in quesiion?
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A

in onc 1eservoir equalized over zll these

Jecause they are in two Jifferent

iwo rescrvolirs they dian't egualize.

By LB.

Q

within a half mile difference in Section 23 of 26 and 8.
that this indicates tec you that those are separate reservoirs, is
that correct?

is one reservoir and the southeast guarter is in another reservoir?

A
Q
A

Q

-

Pictured Cliffs reservoirs so close together -

A
Q

Wwithin which you would have imnitial pressures which were that

MR STANLEY :
MR, PCRTER:

ARNCLD :

I believe you spoke of a pressure difference of 50 pounds

That's all.

Any other oguestions, iir

In other words, the northwest qguarter of Section 23

v/hat section are you talking about?

Section 23 of 26 North, 8 West.

Yes, sir, T believe so.

Doesn't it seem strange to you that yoﬁ would have had itwo

{Interrupting) Ch, no, sir, I see nothing ==

(Continuing)

cifferent?

x>

that the source rocks for the accunulation of oil and gas are

Ch, no, I think it's entirely possible to have two reser~
within two or three huncred

But, to what do those reservoirs owe their pressure?

-= within == I wasn't through with lhe questi

To what do they owe their pressure?

Their initial pressure, at the time of accunulation?

vlell, sir, that's 2 goou question. Je orcdinarily believe

reservoirs.

whereas between

years,

Arnola?

You say

feet of each other.

on--
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ordinarily formations more of a shale nature.

-
o

Any reason you would arrive at two pressures that far aparf
if you were deriving tnc gas {rom the same scurce?

A Ch, that's =« oh, yes, sir. They could easily have come
irom the same source.

Q  What would have caused the pressure difference at the time
of accumulation?

A Let's say, for the purpose of this question, that the
source of the gas is the overlying shale and maybe an underlying
shale. Ue know that the permeability and poroéity of shale is very
low. Crdinarily, however, it has porosiiy and permeability. It
can pe measured. We can take it in the laboratory anc put it undel
enough pressure and force liguids or fluids into shale and hard
tight sands.

Ancd,over a period of millions of years, gas can migrate out of
a tight shale, or a very tight sand, intoc a more permeable one,
into 2 type of sand which will be a reservoir that has enough permne
ability to allow production over a period of, say, 15 or 20 years.
Mow, it mioht have taken millions of years for the gas to come out
of the shale and into the various sands below, which it can do,.

Now, as to why there is a difference in pressure in the two
areas, we den't know exactly, but one theory which I believe is
probably a gocd one, is that gas is continually nigrating from
the déeper part of the basin into the outcrop. As we get closer
1o the outcrop, we find lower pressures, and I really believe that
gas is moving right now, and has keen, over geologic time, moving

from the higher nressure area in the basir to the outcrop.
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Q  Could I intexrrupt you there? Hasn't it been your testie
mony that these were all separate sources of supply? And, do you
mean when you say a separate source of supply, that you have a
Larrier between the pools which would prevent that migration?

A Mr. Arnold, in talking about drainage within these pools,
and no drainage Letween pools, and in talking about produclion of

0a

[%r)

from the pools, we try tec be practical. We are concernec wilth
the procuction of gas during the lifetime of the pool, within the
time of our =~ within our lifetime. The time of man, for instance,
And, insofar as that is concerned, insofar as the time that we
produce these pocls, they are separate from each other. MNow, over
the period of millions of years of geologic time, and right now
there's probably migration between different pools in the Pictured
Cliffs. I feel that's probably true, but as compared to the 15 or
20 or 20 years that we produce gas, and entirely deplete each area
that migration amounts to nothing.

Q You think that it's a matter of defining what & barrier is
Son't you think it would be alsoc rather cifficult for the
Commission, in each case of trying to determine: the diiference:
between the two sources of supply, to determine the degree of migrg

tion? Isn't that impractical, also?

A Yes, sir. The degree of migration and the degree of permeJ

t
abiliiy ks, of course, what we are talking about. All of the
Pictured Cliffs has permebbiliiy, I feel certain of that. It has
permeability; gas can move through it. What we are concerned
about is thé cegree of permeability and precductivity, anc compared

to 15 or 20 years, when compared with millions of years.
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Q I believe you testified ==

A (Interrupting) It's a little bit dJifficult problem. 1
grant that there's a lot of things in our life thai's not easy.

Q  You testified on one of your exhibits up there, there are
areas within the Ballard Pool, which within a relative short space
of time you had preerl that the gas was moving?

A That is correct. Within eac!: common source of supply, it'g
quite likely that we can show that, and show it within a reasonabld
length of time. If we can't, if gas doesn't move through the
reservoir that way, there can be no gas production, there cannot
be gnough gas produced from a well to begin to pay for its cost.
There certainly is not enough gas in the well bore of the well to
the Pictured Cliffs Formatiorn to pay for the first valve. It has
to come out of the sand, has to move for a distance away from the
well bore. If it can't move, there is no permeability, the well
be at best, not commercial,; and probably dry.

Q Do you think the Commission should be very careful in view
of the test you have just made, in drawing barriers belween sources
of supply in the Pictured Cliffs? _

A That is true, careful, and in being careful, shoild lean

toward the direction of separation of pools, not toward combining
them.

. Mow, why do you say that?

A Because it's very apparent as we go from the west side of
the basin to the east side, that they are different pools, sifferemt

reservoirs.

Q You are saying they are different pools, but you have test]l-
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fied they are connected?

A Ch, yes, connected over yeologic time. Wie are concerned
with production in the next 15 or 20 years, and production of aas
in tne Ballard Pool within the next 19 or 20 years will not affcct
the procduction of gas, or the wells in the South Blanco Pool; if
they have not equalized over these millions of years, they are not
going to. There's not g&ing to be any drainage from Elanco tlo
Ballard. There's 200 bounds di fference now over 200 years. Say,
the next 20 years tool all the gas ocut of Ballard and not a drop ou
of South Blanco, it would still be there.

Q I agree as far as South Blanco and Ballard are concerned,
tut considering Ballard and Fulcher=Kutz, I believe that everyone
coes agree that there is better permeability connecting Eallard
and Fulcher=Kutz than connecting Ballard and South Blanco. ‘

A Maybe split, better permeagility, but it 1s not adequate
to have allowed two pressures to equalize. And we have along the
west side of the Ballard Pool, dry holes that have already been
drillec within ~- drilled recently with modern completion methoas.

e have three wells 1n the south half of Section 27, and the
southeast quarter of Section 28, which are completed in a sand whic
is very tight. It's doubtful that, in fact, there is no doubt the
wells will ever produce enough gas to pay for expenses. OCne of

these wells now, we can't get any gas into the line. We managed by

shooting the wells, and sand fracking them to establish a flow righf

which was measurable.

But, as far as those wells producing any substantial amount of

gas, they can't do it, and there will be no migration across the
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south half of Section 27, and the scutheast quarier of Section 28,
because of the low capacity wells in that area.

Another small well is the original well in that arca, Kagnolia
Mo. 1, Cleveland, in the northwest quarter of Section 28 it just

had cnough gas that it could be measured when it was completed.

Q I believe there is a well drilled in an offset 40-acre tragt,

isn't there?
A That is true.
o] I would like to point out the fact, although you have a
dry hole on one 40, you might find a different situation.

A Yes.

Q Althcugh you have a dry hole on one 40-acre trect, you
might find a different permeability situatiorn on an offset 40-acre

tract?

hY

4 That is quite true. The general area, however, is one ot

low productivity, too, and one so low as to have prevented equalizj

tion of pressures over these millions of years. That being the ca%
the production of Ballard, to the south, is not going to affeci prd
duction of gas in Fulcher<Kutz, to the northwest. There can be no

communication across that very low premeabiliiy zone.

Q One more point that I would like to tring up. You speak of

pressure equalization within pools, and you have also testified
that you think you are losing gas at the outcrop. That would
certainly affect pressure stabilization in each one of these
permeability ircnds, the fact you were moving gas?

5 Yes, its possible that there is a pressure gradient across

2acin one of these reservoirs. It might even be a tenth of a poundi

7 Might be considerable larger than that?
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A It might be, bul ity deuntful . 1t's doutlful within one
reservolr there's any choricer pressure gradient over that. Lel's
say, the pressuyres werc croppina 10 pourds a ycar irn each oi ithesc
fields, cue 1o gas leading Lo the outcrop. 17 thisz were Lhe casc,
thien 100 years ago we would have a Lheousand pounds more pressure
in sacii of cthe pools than there is now. I doubt seriously, iaw we
drilled these pools a hundrecd yesrs ago we woulc have founu a
thocusand where we now igve a hunurcd.

» T doubt that, too. 1 con't betleve ithe gas got away ai inc
cutcrop inat fast.

A I think it's reasonavle Lo belicve over geologic iime we
rave the arailnage from one vool i{o ancthcr, but as far as we arc
cencerned, in our lifetime, il's nol yeing to affect us.

MR PCRTER: o you have any {urther questicns, Lz, Arnold?
SR ARNCLTY: That is all fer now.

-
v

s DOTTIn . T .
GhL RPCLTER: Lr. Uitz

oy G UTG
o Jr. Grezr, I gather from your itesicisony thai you belleve
1] b

nat yeu can nove twe or moere commen sources of supply, or twe or

more reservolrs wilhin the Lop ana the bellom of the Plctured CLifils

Fermation, 1s thatl ceorrect?

A Yes, that is correct. Often that's the case.

Q Were you speaking in those terms for the Pictured Cliffs
Formation as a whole, throughout the basin, or just this particular
area?

A Cf course, we are talking now absut this particular area

which I have stuaied in wetail. It probably occurs throughout the
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basin; I think it uoes. In other words, ihe reservoirs sometimes
are in the top of the formation, sometiines in the miocle, somelines
they are in the bottom.

Q Sometimes. In 1948 the Commission cesignatec¢ the Pictured
Cliffs Formation as a whole, as a comnon source of supply, is that
right?

A I don't recall that order. Perhaps you cuid,

Q We have cone so. You recognize Lhat, don't you, in the
nomencla{ure for the past several years, the vertical limits of the
Pictureo Cliifs being from the top of the Piciured Cliffs to the
bottom of the Fictured Cliffs as a common source of supply?

A Well, sir, if that'sw I aidn't realize it. It seems to
me if that is the case the Commission certainly hasn't been pro-
rating the wells within this common source, within the area, in thajt
fashion. Certainly you have not held ito your order, and we don'ti
think that thie is proper and that you should. The wells as they
are now prcduced, are produced as pools as they are defined, and
I believe the pipeline nominations are made in that fashion, and the
wells are prorated within each reservoir. And we have been under
the impression that they are considered as separate common sources
of supply.

Q  You mean == I don't beiieve you understand my question, NMr.

Greer. Take the north part of Ballard, as you have just defined it

Q.

there that you recommend, that part of the pool. Well, take Ballan
as a whole. That part of the pool which you say is one common

source of supply, lies within the vertical limits of the Pictured

Cliffs Formation, is that correct?
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A Yes, sir.

v, Jut you have just said that there are possibly two or more
common reservoirs within, between the top and the bottem of the
Pictured Cliffs Formation.

A Ch, I see what you mean. When we go from one reservoir to
another, often producing interval changes from, say, the bottom of
the Pictured Cliffs, to the top of the Pictured Cliffs.

Now, ordinarily where they overlap, sometimes we have two pro-
ducing intervals in one wellbore. Now, in that instance, where ong
lense overlies another, you have a very large area which allows
pressure equalization. And, ordinarily, those pressures will have
a goou tendency to equalize.

Just as an example, I would estimate that is we have, say, two
lenses separated horizontally, in the Pictured Cliffs, by as much
as a hundred feet, that there would probably be, oh, say, one =---
thousandths possibility that those two lenses would equalize in
pressure as compared to one overlying the otiher.

If we take iwo lenses of the same permeability, and the inter=-
vening distance is the same, say, a hundred feet, or 50 feet,
the {wo lenses, if one overlies the other, it will equal
ize, say, just, oh, in round figures, a thousand times faster than
if they were separated horizontally.

Se, ordinarily where we have two lenses in the Pictured Cliffs
in the same wellbore, the chances are pretty good they are going
1o have been equalized., Where we get the separation betwzen the
reservoirs, ordinarily will occur when there is a horizontal break
in permeability.

Q Would vou recommend that the Commission, on the basis of

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE., NEW MEXICO
TELEPHONE 3-6691




4}

your testimony, would you recommend that the Comnission change its
method of defining Pictured Cliffs Pools, to say Pictured Cliils
Zone 1, Zone 2, and so forth, since you say iLhey are different
reservoirs?

A I just explained to you, Mr. Uiz, that ordinarily where you
find two zones in the same wellbore, they will be equalized, and be
in the same reservoir. We have not yet encountered two lenses in
one wellbore that carry different pressures, not to our knowledge.

Q By virtue of the wellbore they become one pool?

A No, sir, by virtue of the fact that they have communication
and have the same, approximately the same pressure. Often they are
tied together back two or three miles in another direction, for
instance.

We have shown the Commission, I believe, before, where the
Pictured Cliffs can start as one fairly solid body in one area and
blends out with fingers in the top and bottom, and maybe only one
or the other,.and maybe they are tied back, say, two or three miles
from where they occur as separate lenses, over two or three miles

in one direction they may be tied together, and be within communica

T

tion with each other. _

Q Then, in effect, what you briginally said, would be two
reservoirs are in communication, wouldn't it;‘maybe around it, may
be around for the Joneses three or four miles away, and back to the
wellbore, but there is communication, is that what you are saying?

A It could be. We have measured communication in the
Pictured Cliffs over a mile distance.

Q Then the way the Commission has been defining Pictured

Cliffs Pcols, you agree with, as far as vertical limits are concerred?
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make a vertical separation of pools in the Pictured Cliffs.

Q

20 in 27 and 9, the northeast gquarter, I believe your Exhibit 1

showed a €30 pound shut=in pressure in 21 days, is that correct?

A

o P L

b

well.

Q
A

on it.

Q

quarter, you show a pressure of €32 pounds, in 17 days.

A

Q
A

Q

southwest quarter, the pressure, 648 pounds in 12 days? Section

27.

FORN & R

Yes, sir, I would not recommend at this time you try to

Mr. Greer, 1 would like to direct your attention to Section

Which -- would you tell me again the location of the well?
The northeast quarter of Section 20=27=97

I believe that is correct, 617 pounds in 24 days.

Well, now == |

Is that the well?

Section 207

Here it is. 630 pounds in 21 days, yes. Yes, I have the

Do you believe that pressure is a stabilized pressure?

In 21 days, I doubt it. We didn't take a build-up pressurg
In Section 21, the same township and range, the southwest

Yes, sir.
You believe that's a stabilized pressure?
Ch, I doubt it.

Now, in Section 27 of the same township and range, the

This shows 649 in seven, I have here. That's close enough
Do you believe that to be a stabilized pressure?
No, I doubt that it's stabilized,

The pressure in Section 20 and the pressure in Section 21
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would average about 631 pounds, is that correct?

A Y¢s, sir, that is correct. I think you are getting pretty
close to what I would consider the pressure drop area, I think
it's around 640, 45 maybe, where they stabilize.

Q And the pressure in Section 27 is 648 pounds, or a differen
of about 17 pounds between the two areas?

A Mo, sir. WNo, sir. You are trying to compare unstabilized
pressures and we just can't do that.

Q That's the point I am making.

A That's the reason, Mr. Utz, we have taken build-up pressure
That's the information we should use, not something that's obviousl
incorrect.

Q When you spoke of ==~ what was it, 30 or 50 pounds differen-
tial between these two areas?

A  Approximately 30, yes.

Q What kind of pressures were you using?

A Stabilized pressure, initial stabilized pressures, as best
we can determine them.

Q Have those pressures been reported to the Commission?

A Yes, sir, and I have testified to them before the Commissio
a couple of times, and we have taken pressure build-ups as long as
a year on wells, and you have that information in your records.

Q Those pressures are not shown on your Exhibit 17

A They are not shown here. I can get them for you. lhey
were very meticulously taken.

Q I was under the lmpression you weie using the pressures
shown on your exhibits as stabilized precsures.

A Ch, no, sir.

17
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Q I wanted to take exception Lo =-

A ©Oh, no, sir, those do not represent stabilized pressures.

Q Have you taken any stabilized pressures in what you
recommend to be the limits of the Ballarde=Pictured Cliffs Pool,
that is, the north part versus the south part?

A The most recent information we have on build-up pressures
tending towards stabilization are those shown on our Exhibit Numben
7 and Exhibit Number 8, which we have just discussed, which show
that the pressures are tending toward 660 to 670 pounds in the
north part of the Baiiard Poo.. And, it's true that we would like
to have had another 10 days to let the wells build up. We have
asked the Commission to give us time to complete these build-up
pressures, but the Commission didn't see fit to give us that time.

Even so, we have enough information there to make a reasonable
projection to about 60 or 70 days, that ordinarily takes for wells
to build up to say, that on this Exhibit Number 8, that weil,
Huerfanito Unit Number 51 and Number 49 and Number 48 would probabl
build up to something on the order of 660 to 670 pounds. Huerfanit
Unit Number ll~1 is closer to wells which have been produced.

It's possible that that well has been drained by the adjoining
well, and although we wouldn't definitely say on just one pound
pressure drop, the indications are that that well is currently
heing drained and is in communication with the adjoining wells, and
could be one reason why 1t quit building up at a pressure higher
than 655 pounds. Mevertheless, it did build up that high, which is
higher than any pressure we show in the southeast part of the
Fulcher~Kutz.

Q In your opinion, is there a pressure differential between

Y

(o]
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the north part of the Ballard and the south part of the Ballard?

A The criginal stabilized pressures in the north part of
Ballard and the south part of Ballard, as best we can determine,
are within just two or three pounds, probably within the accuracy
of the instruments we used to measure them.

I can point out two weils, or three, if you would like. The

first one in the southeast part of Ballard, Benson=Montin NMumber 3

Quitzau, which I referred to earlier this morning, in the southeast

quarter of Section 1ll, in 25 North and 8 West, showed 655 pounds 1if

95 Jdays. That was a good well for taking reservoir pressure measuy

ment. If we reduce that ==
MR. ARNOLD: What was that pressure again?

A 655 pounds in 95 days. Wells at about an elevation of 7,0(
feet, which corrected to an elevation approximating the other welld
would give us a wellhead pressure of about 668 to maybe 670 pounds|
Moving northwest to the original well in the center of the Ballard
Field, which is the McManus-Benson=Montin Mumber 1, that well had
a shut~in pressure at 67 days of ==

Q What is the location of that well?

A Southeast quarter of Section 30, 26 Morth, and 8 West.
After 67 days shut-in, that we.l has a shut-in pressure of 668
pounds. We left that well shut in for nearly a year, another near)
two hundred some days, as I recall, and it built up one more pound.
That's very close to stabilization, as we are going to use it in
the next 20 years to produce the well.

Now, i1f we move on up to the north part of the Ballard Field,
we can take one of the early wells up there, J. Glenr Turner Numbex

Well, let's see, Well Mumber 2«11 in the northeast quarter of Secti

o

Y

on
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i1, showed 650 pounds in only 13 days. Another well w-

Q  You think that's a stabilized pressure?

A Mo, sir, but it shows that the pressure was at least 650
pounds in 13 days, which is more than any well in Fulcher-Kutz.
Then another well is J. Glenn Turner Number 12, northwest quarter
of Section 21 in 26-9 had 666 pounds, and that well is close now
to the wells we have these build-up pressures on, which show 660
to 70 pounds.

love on over to the, more to the west side of the field, J.
Glenn Turner Number 1 Ballard, in Section 15, the northwest quartex.
It had 661 pounds in 7 days. The south offset to it had 662 pounds
in 38 days. Those are reasonably close pressures. Those are wellg
that were drilled at a time before there was any opportunity for
drainage from offset wells. l

I would like to give you one more pressure, Southern Union
Number 1, way over on the northeast side of the field, southeast
quarter of Section23=26-~8, 668 pounas in 34 days. Those are pressyres
that are within just a few pounds of each other. The differences
could be difference in elevation of the wellhead,

Q The pressure just north of that last pressure, you say 1is
another pool, because it is 724 pounds?

A Yes, there's no doubt whatsoever about that.

Q The pressure, I believe you said the pressure in the south<
west quarter of Sectioﬁ 35, 26, 9, which was 704 pounds in 12 days
you thought was an eratic pressure, am I right?

A Yes, extremely eratic pressure, or could be a mistake.

The well tested 270,000, it's all even due to produce into the line,
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and it could be a real tight spot in the reservoir that's not in
communication with the rest of it. It's just possible it is. It
is not going to affect anvbody, I am sure of that. It probably
won't produce $20.00 worth of gas a month.

3  What affects the pressure build-up?

A There's a number of things affect pressure build-up. OCne
of the things is how long the well has been over during the procesg
of completion. Another is the permeability within the immediate
area of the well, as compared to the rest of the reservoir around
it. If we have a smail area of high permeability, then during the
course of completing the well, the comparitively large amount of
gas will be blown into the air, and the gas cannot be replaced intdq
that area very fast, because it's coming from a surrounding area
that's tight, so that's an instance of a well of high capacity
that will take a long time to build up.

We might have a small well that would build up very rapidly.
We might have a well that would make only a half million feet of
gas a day, but coming from only a two foot interval of sand, the
permeability may be higher than in an average well. That well
might build up in seven or eight days.

There's always one possibility that affects pressure build-up
we try to be careful about. We might have a leak in the casing.
Cf course, we test our casing after we cement it, and we think it's
quite doubtful that we have any leaks in any of our wells. Of
course, it's only possible if there's such a condition, then the
pressure would not build up to the maximum.

Now, all these things you have been talking about -- Another
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thing, drainage from offset wells will prevent a well from building

up to its maximum pressure. We have a number of things that tend
to slow down a well from building up to its maximum pressure. The
zone is tight, a leak in the casing, or production from offset well
For that reason we have to be careful about using wells that have
unusually low pressures in trying to determine the original pressur
in an area.

There's a lot of things that will tend to keep the pressure
down. But there's nothing that we can do to a well to create a
higher pressure in it than it originally had. There's nothing Qe o
do to that. Cnce we get a pressure in an area that's of a certain
magnitude, we can be .certain that the pressure in the area is at
least that high.

Q In other words, when we try to use pressures to delineate
pools, we should be very careful to use stabilized pressure?

A We should attempt to get stabilized pressure, that is true.
That's the difficulty we had in the past, the operators hadn't
recognized that necessity. -

Q Mr. Greer, did you attempt to run an interference test
across the area that you have draum'in the division line between
the Fulcher-Kutz and Ballard? . ‘

A No, sir, I haven't. That would be an extremely costly
experiment. The control of it would require the shutting in of a
large number of wells for a period of months. We couldn't be
certain that there's no communication until the wells had all builf
up in that area to a certain pressure, and stabilized, and then bed

to produce one of them.

in
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That woula mean shutting in wells for two or three miles in
that area, because we know that we can have communication over a
mile or two miles within a common source of supply. So, in order
to conduct such a test, as that, we would have to shut in probkably

30 or 40 wells, arnd they would probably have to be shut in for a

period of a year, and in producing the wells, you wouldn't be satis
fied there is no communication until they had probably been pro-
duced for six months, and had shown no communication, Then we
don't know. Some people are hard to convince, they might want
another year. I wouldn't attempt such a test as that.

Q But, you égree, it would prove whether or not there was
communication in that area?

A I think the millions of years tﬁey had time to equalize and
didn't equalize, for just a common sense practice approach to the
problem, is pretty good information,

Q You know of any other Pictured Cliffs Pools in ithe Basin
which have pressure cifferential in 30 to 50 pounds?

A Ch, I think it's possible that we have been guite lax as
far as the number of the pools are concerned, in trying to properly
define the reservoirs. And I will grant you, it might be pretty
difficult in some of them, and might even be impractical to separatp
some areas where you have a few marginal wells, and a few scattered
lenses, but where we have a pool like the Ballard Pool, with 150
or maybe 200, or ultimately 250 wells, all within the common source
of supply, all within the same reservoir, cefinitely the Commission
should recognize that pool and produce it, and prorate it as a

separate common source of supply.
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d ihen you are not sure but what some of the other pools
should not be broken up into two or more pools?

A Properly some of them should. South Blanco is one, and we
recomnend the starting point on it today.

Q As a matter of proration in the San Juan Basin, what, in
your opiﬁion, is the Commission's obligation in that regard?

A I should say that the Commission shoulc strive to give each
operator an opportunity to produce his fair share of the gas,

) linder his individual tract?

A Well, if you want to look at it that way, he should be give
his opportunity to produce his fair share of the gas. MNow, that ==

MR. WALKER: Shouldn't be produced under somebody else's
tract, should it?

A That is right.

Q Then, if we should have different demands for different
pools in the basin, which -~ well, using an example of across this
boundary between Fulcher-Kutz and Ballard, a distance of one loca-
tion, 160-acre location, we have a different demand in Ballard than
we co in Fulcher~Kutz. In relation to each pool's acreage and
deliverability, then we are going to have different allowable acros
that quarter section, are we not?

A Yes, sir, that is correct.

Q | You think that's equitable?

A It depends, Mr. U'tz. The proper pool nomination for any
pool or reservoir is, of course, something that is subject to sever

considerations. I don't think that it's absolutely essential that

the allowables be the same in each pool. If they are not in commun

-
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cation, we cannot destroy correlative rights. There will be no
migration from the pool that's produced at a higher capacity.

But, I certainly do believe that each pool should be produced
as nearly in sccordance with its reserves as it 1is practical to
produce it, MNow, if we have the same reserves in two different
pools, then, for my own personal opinion, I think they should be
attempted to be produced about the same.

Now, that, of course, is a matter between the pipeline companig
and the Commission to establish these nominations. But, it certair
does not appear to me that every well in the San Juan Basin should
have exactly the same allowable if it has the same deliverability
of some potential, because sooner or later down the line, one of
the pools is going to run out of gas and it just can't produce it.

Now, if they can adjust to where each year you take approximate
the same amount of gas out of each pool, then over the life of the
pool we will have what we might say is consistent withcrawals from
each pool, but that can be done with your pipeline nominations
and certainly should not be attempted by throwing pools together.

Q You do agree that it is possible there would be some adjust
ment between pools?

A Oh, I think the Commission should very definitely consider
pcol nominations, and try to make an equitable nominatien, as far
as their relation with the pipeline company is concerned, and
should be careful consideration each month,

Q Did I understand you to say that you didn't think that ==~
we will use an example, a well of a million deliverability in one

pool should be given a different allowable in another pool, wells
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of eqgual deliverability?

A Oh, that's right. I don't believe because they have the
same deliverability in cdifferent pools, that they shoulad be given
the same allowable. Ana the reason, as I pointed out, is because
they could have different reserves in the different pools.

Q With the same deliverability?

A Oh, certainly. You could have twice as much reserve in one
pool as compared to the other, ana they would both have the same
deliverability.

Q Then reserves and deliverability really are not, in your
opinion, related?

A I didn't understand your question.

Q Then reserves and deliverability, in your opinion, aren't
directly related?

A No, sir, I so testified before the Commission before, that
I don't believe that the reserves and deliverability are directly
related, there is a relation. 1In some areas, it's more a linear re+¢
lation than it is in others, but definitely there is not a direct
relation between deliverability and reserves, especially now that
most of the wells are completed by sand fracking. Earlier in the
history of the area, when all the wells were shot, we had a pretty
close relation between deliverability and reserves, but now it is
farther apart.

Q Do you have any opinion as to what the relarionship is?

A It varies. It varies with each pool. In Fulcher-Kutz we
hacd the closest relation between deliverability and reserves of any

area that I have studied sc far. Part of that was because most of
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the wells werxe shot,

reflected by the permeability,

we had high connate water. Connate water is

and in turn affects the porous basi

of reserves.

1:15.

That's all I have.

At this time we will recess

MR. UTZ:
MR. PORTER:

the hearing until

(Noon recess.)
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AFTLSRNOON 5U8510i:, June 12, 1954, 1:15 P. 1.

idile PORTER: The meetins will come to order please. Uoes
anybody have any more questions cof lir. Greer? lir. kankin.

IiR. #ALKIN: Warren iankin of the 0il Conservation Commis-
sion.

By 1iR. MANKIN:

Q@ iir. Greer, is it your testimony that the Ballard-Pictured
Cliffs, which isdesignated in the yellow area, should not be
prorated?

A Yes, sir, we have no objection to proration.

Q Includingthe extensions you have projected and the deletion
which you have indicated?

A That is correct.

Q@ Is there any real reason why the blue area which has been
taken from the South Blanco showvm as the brown area, is there any
reason why that line was drawn along the township line?

A Vlell, as I explained before it is an area in which we dc
not have as good information as we would like to have, but in gen-
eral from the information we do have, it is apparent that the
bulk of the wells are producing from a reservoir separate from the
wells to the east in the area colered in brown, and as a starting
point and until we zet additional wells and additional information
we recommend that for simplicity we break the pool along the |
township line.

Q Was that breaking out area from the South Elanco based on
pressures primarily?

A Pressures on the bulk of the wells, yes, sir.
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A Pressures on the bulk of the wells, yes, sir.

¢ uven thoush you have some wells in the blue area which are
considerably hisher than the normal? In other words, the wells an
like the wells in the brown area?

A That is true. The bulk of the wells in the blue area have
lower pressure than the wells in the brown area.

Q There is a well in the northeast quarter of Section 12,

Skelly's well, which is in the same range as the wells in the South

Ilanco area as you intend to leave it, is it not?
A That well shows a pressure of 840 pounds. It is surrounded

by wells which shows pressure about 770 pounds. Those pressures

for the most part, as near as we know, were two and three day pres#

sures and really they are just not very good pressures for us to
base a boundary on as far as the exact delineation is concerned.
We just need better information in that area.

Q I believe you indicated the blue area had an average pressy
of 720 pounds, am I right there?

A llo, sir, it has a minimum average pressure of 720 pounds.
The average 1 judge may be 750, just from the information we have
on the short time shutin pressures,

Q But even thousgh you have a well in this area which is con-
siderably higher in the blue area than the other wells, that is
to your best judsment at this time, a good breaking place between
the two places as you could find?

A That is right. It might be an eratic well or it might be
an erroneous pressure, 1t is only one well and has an undrilled
offset to the south on which a well could be drilled in the future

and on which we could determine good pressures and use information

e
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from that to more exactly determine to which pool it would be

nlaced.

Q2 On your i&xhibit 1 has been marked four red quarter sections
in which you have determined an impermeable barrier between the
Fallard area and the area in blue. Two, you term marginal producd
ine wells, what pool do you think they should be put into?

A  The pressure characteristics insofar as they have now builé
up, indicate that the wells more closely fit the pressures of the
Ballard Pool, and I would recommend that they be placed in the
Ballard Pool. It really doesn't make much difference. They will
be marginal wells in whatever pool they are placed.

Q Your BExhibit 1 reflected no particular designation for
those two wells in 26, 27 north, 9 west.

A Ve should have brought it out and failed to do it.

Q Is it your recommendation that the other two marked as dry
holes be left as is for the moment?

A That is correct.

2 Do you have any recommendation for the area now being
drilled between the Fulcher Kutz as to what it should be designate
or should it wait until later?

A It should wait until the wells have been completed, and
we should try to get good buildup pressures on them and then
determine to which pool they belong.

Q@ You indicated, of course, the Ballard should be immediately
prorated?

A Yes, sir, we have no objection to proration.

iy  The blue area which up until the present time a portion

of it has been in the South Blanco and has been prorated, do you
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A That is correct, o rFecommend it be Prorated as 5 Separatd

amrt inte Numerous pools instead of the one Pool which we now
know i+ as?

A I think that the ansuer to that question coulg Come with tj e,

165 pounds difference. Would you feel that would be g means of

A No, Sir, I think 1 have explained Several times to the Con

mission that we can't take these short time shutin Pressures ang




mistake,.

rle PORTER: Iwr. Kendrick.
IIR. K&NDRICK: Al Kendrick, Oil Conservation Commission.

By l.R. KGNDRICK:

¢ ilr. Greer, how lons would you recommend that new wells be shut

in in the future, being an engineer and closely associated with th

[44

nomenclature of the San Juan Basin, if we are using pressure to

=)

determine what pool a well would be assigned in an area say betwee
Fulcher Kutz and the area you have on ixhibit 1, colored in blue,
how long a time should that well be shut in so we can determine
from its pressure or its initial shutin pressure as to what pool
the well should belong?

A I would like to see the well shut in about 60 days. During
that time if the operator has available the engineers to test the
well pressure, measurements should be made at least once every ten
davs so that a definite trend of the wells! buildup in pressure cah
be determined,

Q Vould it be your recommendation that all new Pictured Clifff

wells be shut in for a period of more than 30 days after completio

=1

of drilling for the purvose of determining the proper pool for its
assignment?

A Ho, sir. I think we can pick out areas which are critical.
and which are approaching reservoir boundaries than just wells in

that area which we would need to spend additional time on to deter

mine their true pressures.
Q Do you recommend that all wells drilled in the critical or
controversial areas between two pools all be shut in for a period

of more than 30 days?

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-66€1




59

A Insofar as it is practical I would recommend that. s~
pecially where the pipeline connection is not available and it doepn't
cost the operator any loss in production, and all it requires is
- taking the pressures, then I would like to see that information ach
cumulated and I think that it would be helpful if the Commission's
engineers would help the operator in making those pressure tests.

IR+ KiuNDRICK: That's all.
iR, PORTER: Iir. Utz.
By MR, UTZ:

Q How many operators do you think would be willing to shut in
a well 60 days?

A If the well does not have a pipeline connection readily
available and they wouldn't lose any allowable, I believe that

most operators would be willing to cooperate, especially if the

Commission's engineers would go out and test the well. A lot of t*e
operators don't have the engineers or the means to do that.

Q One point I would like to make clear, perhaps you have
covered it, but if you did I missed it. In the green area or Fulcher
Kutz area, what stabilized pressures and how longz with the wells
shut in, would you use in order to make your 30 to 50 pound com-
parison across the boundary that you recommend in Ballard and
Fulcher Kutz?

A ile don't have as good information there as we would like to
have. Ve have two or three wells that have built up pressures in
excess of seven or eicht days, one of them is J,, no, Frank
Schultz Ho. 8-16-State.

Q Is that on the exhibit?

A In the southeast quarter of Section 16 and 27 north, and
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Q west. After 37 days that Bell H. built up to 640.,7 pounds
and was put on the pipeline shortly thereafter. In the last four

days it only built up three tenths of a pound, so it was, I think

approachins stabilization, Those pressures are shown on our usxhibjt

lio, 8 I believe. Another well is J. Glen Turner, No. 41-28 in the
northeast quarter of Section 28 in 27, 9; that well after 57 days

has built up to 637.2 pounds. In the last five days it has built

up one and two tenths pounds. It conceivably could build up

to the 640 pounds that the 8-16 reached. Unfortunately that's all

we have in that area. It is significant, however, that none of thq

AW

wells on their short time shutin pressures are in excess of 650
pounds, whereas a lot of the wells in the Ballard Field even though

they were shut in seven days or less showed that much pressure,

It would be reasonable to think that if the pressure were around

670 pounds in the Fulcher Xutz area that we'd have some indication
of more than 650 pounds on at least one or two of the wells,

Q@ Zven thoursh that is the low permeability area that you have
testified to?

A The low permeability area which I referred occurs across th

W

south half of Sections 27 and 28 on which we have already complete
three wells, and they are all very poor producers. e probably
won't drill a fourth location.

¢Re PORTZR: 1iir., Gurley.
By [:R. GURLEY:

Q Is it your testimony then, iir. Greer, that you are basing ypur

J

entire case more or less on the difference in pressures between the
two areas nearly connected, and the low permeability of that

particular area which joins your green and your yellow on your
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exhibit, is that correct?

A Yes, sir, the two together, the low permeability area and the

difference in pressures indicate to me a separation of the two
pools.
W Iut you have got production in yourlow permeability areas,

is that correct?

A Oh, that is right, we can get gas out of almost any place ip

Pictured Cliffs formation,

Q@ Has it been commercial gas?

A In this particular area the wells that are completed there
will never produce enough gas to pay for the cost of the drilling.

I‘lR. PORTZR: lir. Arnold.
By liR. ARIOLD:

Q VWhen you use the word separation as you have been using it,
you don't mean complete separation?

A o, sir, I mean separation insofar as we are concerned with
it over the producing life of the pool. I do not mean over geologi
time there won't be some gas migrate from cne time to another.

Q@ I wonder if it wouldn't be better to qualify the word separg
tion.

A T would like to qualify all of my statements referring to th
producing life of the field and the practical time during which
we produce the wells. Really I believe that is what we are concern
with here.

LR, PORTER: Are you through, iir. Arnold?
iR. ARIOLD: I have one other question.
Q@ Have you studied the north end of the Fulcher Kutz-Pictured

Cliff Pool enough to come to any conclusion as to what the reasonad

ad

le
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stabilized pressure was there?

A In the north end of fulcher Kutz?

Q Yes.

A I remember the original wclls had pressures on the order of
575 to 585 pounds as measured at that time and with the
csauges and instruments which were in use at that time. I am sure
they were all dead weicht tests, but it is pretty close to 575 to
585.

Q@ Therefore, you would have a pressure difference of approxi-
mately 60 to 65 pounds within the limits of the Fulcher Kutz Pool
as you have it defined up there?

A That is correct, on approximately the south end of the orig
al Kutz Canyon Field, the Pictured Cliffs changed into little erat
zone with eratic pressures, and there is definitely two different
reservoirs in the Fulcher Kutz Pool right now. One in the north
end and at least one in the south end.

IMR. PORTER: Ilir. iWoodward.
[iR. WOODWARD: John YWoodward, il Paso Matural Gas Company.

By LR, WOODWARD:

Q@ Ixr. Greer, assuming that the area marked in yellow and blue
on your &xhibit lo. 1 are separate reservoirs for all practical
purposes, are the conditions in those two areas such as to justify
adoption of the field rules and proration formula in zeneral use
throughout the Basin for prorated Pictured Cliffs Pools?

A Yes, the characteristics are enough the same for that.

[IR. PORTER: Are there any other questions? iir, Greiner,
[R. GREIN&ZR: A, S, Greiner for Southern UnionvGas Company.

By iR. GREINER:

in-
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Q Rieght at the cnd of your direct testimony, kir. Greer, some

reference was made to these contracts that you or possibly other
overators had with &l Paso llatural Gas Company, and I got a littld
bit puzzled by the character of the studies you had made. Did you

. work from the contracts to the reserves, or did you start from

the reserves and try to see what that meant under the contracts, or
was this a study to try to prove something in the light of those
contracts? Just what kind of a study is this that you have made
here?

A The study was made to delineate the reservoir from which our
wells were producing. '/e're concerned particularly with J. Glenn
Tvrner and Benson liontin wells which are for the most part in the
Ballard Pool. It was definitely a reservoir study to determine thie

limits of that particular pool.

Q Do you feel that the vrovisions of the contracts that have
been referred to influenced you in the conclusions that you have
drawn as to the separateness of these different pools?

A To, sir.

Q I gather from the general tenor of your testimony that you
have tended to regard the southern part of Fulcher Kutz and Ballard
as beinz separate pools, and I also heard a line of questioning
from lir. Ytz and lir. Arnold which indicated that they weren't so spure
whether they were separate pools or not. Without meaning to at-
tack the conclusions which you have drawn, particularly, but just Fay-
ing that perhaps there is a question of difference here in pro-
fessional opinion so that perhaps it is questionable as to whether]
or not these are or are not a single reservoir, which do you thinl

would have the least disruptive effect as far as the operators arg

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691




6L

concerned, to leave the pools separate or to throw them to~mether?

+hich is the more conservative awvproach in your opinion?

A liell, the more conservative or the least disruptive anproach

vould be to leave the pools separate, because the problems which wp

are going to see in producing these pools are rsoing to be problems

which are peculiar to the reservoir from which the wells are pro-

ducing., For instance, the Commission can assign us an allowable ip

each pool, but whether the wells can make the allowable or whether
the pipeline company can take the allowable, is going to depend on
problems and characteristics peculiar to each reservoir.

#We have two reservoirs with different characteristics, the prot

ducing characteristics of the wells are quite different. Fulcher

Kutz for the most part is composed of marginal wells with low deliy-

erabilities, Ballard has high capacity wells, and regardless of thg¢
allowable that the Commission miczht assign us by throwing the
pools together or leaving them separate, the particular problems
which the producer is going to have with the pipeline company and
which must be considered in producing the wells, are problems that
are going to arise from the peculiar characteristics of the partic
lar reservoir that we are trying to get the gas cut of. For that
reason the pool should be kept separate.

Q Now, taking these two pools that we have been discussing
here, Fulcher Kutz and the Ballard, and assuming for the moment thg
they were to be combined and put under the same type proration
formula as is presently in operation for Fulcker Kutz, what would
the effects of that combination be, well, let's just say on the
Fulcher Kutz operator since they are the only ones that have been

under proration up to now?
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A Vell, if the same amount of ras were produced from the two
areas combined as is now produced from the two areas separately
and they were allocated together, the allowables of the wells in

the Fulcher Kutz area would probably be hisher.

Q@ Sc that looked at the other way with the same volume of gas

being taken from the combined area, the amount allocated to the
Ballard area would be less if it were a combined pool than if it
were prorated as an individual pool, is that correct?

A That is correct.

Q Now, then, going back to the Fulcher Kutz pool with higher
allowables being assigned generally there, what would the effect b
within that pool as to the percentage of wells classified as
marginal wells?

A Uell, the percentage of wells which are marginal would be
nigher in the Fulcher Kutz.

Q Significantly or in minor degree only?

A Well, of course it depends on the nominations set for
the pool as a whole. It could be significant.

Q@ It could be significant?

A 1 believe so.

Q@ HNow then, under the proration type formula which we have
had here, what limitations are imposed upon marginal wells by the
proration order?

A T believe they are allowed to produce against the pipeline
whatever they can make against it.

C In other words, they are just permitted to flow wide open?

A Yes, sir, in effect they are prorated on deliverability

vasis.

at
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¢ So that they then are just rcmoved from the operation of tly

formula established for the pool as a whole, is that correct?

A That is correct.

Q Uy combining these pools there would then be an increase
in the number of wells which would be producing without regard to
the proration formula established, is that correct?

A Yes, sir, that is correct.

Q% Assuming that the present formula is reasonably accurate,
then this would tend to increase deviations from proper allocation
of allowables in proportion to reserves, would that be a fair con-
clusion to draw?

A Vlell, yes, sir. Of course, the problems of marginal wells
are remaining and it might be difficult to <ive them a good pro-
ration formula.

Q It certainly wouldn't help the situation, would it?

4 Mo, sir,

Q@ You said that in your opinion the same proration formula
should be applied in the Ballard area and in the new Southwest
Blanco, if such be estabtlished as a separate pool, as is currently
in effect for the Pictured Cliffs Pool?

A That is correct. Z2oth the Ballard and the new area should
have the same proration formula as the other Pictured Cliff Pools.
Q Did you intend by that recommendation to imply that in
your opinion the proration formula currently in use there is perfe

or beyond hope of improvement?

A lo, sir. I believe our proration formula could stand sone
improvement, but we can't afford to change it in a pool that we

vroduce from for this reason. If we have to change the formula ans
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cspecially in the direction that we would have reduced allowable
for higher deliverability wells, then in effect that could chanre
the pool nomination which a pipeline company could assign to our
pool as a whole, and could chanre it downward. e feel that our
proration formula should be the same as in the other pools.

Q In other words is it correct to say that you think that re-

examination of the overall problem might be appropriate, but that }t

ousht not to be done piecemeal?

A That is correct. I think our formula could stand reducing.

Q Would you recommend to this Commission when, as and if they
have the time and willingness to do it, that it would be well
worth while to go into that?

A Yes, sir, it is a serious problem and I think it should be

reviewed,

Q Just a couple more questions., Iir. Arnold referred to the Fyl-

cher Kutz Pool and spoke in terms of the pressure differentials witlh-

in that pool. At the time of the original designation of nomencla-
ture in that area, did it start out as the Fulcher Kutz Pool?

A It originally started out as Kutz Canyon Pool as I recall,
and then was later joined with the old Fulcher Easin Pool.

Q@ VWas there a Kutz Canyon Pool as such?
There was originally a Kutz Canyon Pool as such.
And the Fulcher Basin Pool, wasn't it?
Yes, that is correct.

And the two were combined to form the Fulcher Kutz Pool?

>0 » O >

That is correct.

'S

Do you remember whether at the time of the combination did

you participate in the proceedings leading up to the combination of
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those two pools?

A I don't believe I participated in that.

@ So you don't know whether or not these matters were gone in
a* that time as to whether the pressure differentials which you ha
now indicated exist or did exist of the first production, should o
should not have justified combination?

A T believe when the pools were joined they were producing
from the same reservoir. The higher pressure area to the south ha
been developed since the pools have been combined.

Q I see, thank you. One last guestion now. lir. Utz, in
one portion of his questioning, expressed concern about a situatio
where we might have one man on 160 acre tract producing under one
proration formula &nd another man on the adjoining tract producing
under another formula so that perhaps the one would be getting a
considerably greater allowable than the first man. How did you
justify that as being in keeping with the general concept of
ratable take which we have had in this state?

A Vell, if the wells, even though they be offset wells, arc
producing from different reservoirs, then they can produce under
different proration formulas, they could produce under different
pool nominations, different total allowables, and there would be
no cross drainage from one tract to another because they are in
separate reservoirs and as such there could be no destruction of
correlative rights. One man might take him a little longer to get
his sas out, but if the allowables are different and if the reserv
are correspondingly different, then each man will get his reserves
out in the same length of time and we could conceivably have two

of fset wells produced at different rates from different reservoirs
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and each man would be entirely protected.
Q Suppose that one of the property owners, the one with the

lower allowable, were to come in and claim that his land was being

drained. Would you think that the burden of proof should be on hip

to show that he was beinn drained, or on the other man to prove cop-

clusively that he wasn't?

A If he is in a pool established as different from the produc
well which he thinks is draining him, then he has no foundation.
It would be, the burden of proof would be upon him to show that he
was in the same pool.

Q ilsewhere in the San Juan Basin-Pictured Cliffs area, are
you familiar with any instances where there will be a dry or nearl
dry whole pretty well surrounded by good to medium producing wells
or just be & sudden eratic nonproducer or dry hole?

A Yes, it is possible, It has occurred.

Q There are some actual instances of that occuring?

A Yes.

Q Vhen that happens does the presence of the dry hole tend to
indicate that exactly that 160 acre drilling site is dry and that
all of the others around that perfect rectangle are productive?

A Yo, sir.

Q@ And would it in your opinion be equitable for that man to
come in and say, well, I just had bad luck here, but it can't be jj
a perfect rectangle sc you fellows are bound to be draining from
some vart of my land and you ought to make me whole. Do you think
he has a plea there or one that ought to be recognized?

A I think each man should make the gas under his tract availal

by drilling and properly draining his well. If he hasn't done thaj

st

ble

L0
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and doesn't have a well capable of producing, he can't very well
expect his offset operators to produce his gas and pay him for it.

Q Do you feel that this man who got assigned a somewhat lower
allowable than his adjacent neighbor is in any unhappier coadition
than the one who had the dry hole?

A lo.

IiRe GRu&INSR: Thank you.
NR; PORTER: Anyone else have a question of the witness?
MR. UT4: Yes, sir, I have.
iiR. PORTER: lir, Utz.
By idll. UTZ:

Q Iir. Greer, are you familiar with the workings of the pro-
ration scheme in the Fulcher Kutz, in your opinion is it working
protecting correlative rights and ratable take and so forth?

A It could be improved considerably, iir. Utz. ¥When we first
talked about proration I recall making a definite recommendation a£

to marginal wells, which had the Commission accepted my recommenda

tion we wouldn't have near as many problems as we have right today}
Q You mean insofar as the minimum allowable?
A That is correct.
Q Is that the only thing that you see wrong with the scheme
of proration in the Fulcher Kutz?
A Ho, I think the proration formula could be improved. That
too would help considerably the problems that are now before us.
Q I believe you testified that you think that there is actually
two pools in the Fulcher Kutz, is that right?
A Yes, sir.

Q Do you think by separating those pools it would correct the
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situation you have stated?

A ot necessarily, but combinins them with Ballard by going
around the bush is not roin~% to especially help them either. The
oroblem of low allowables in Fulcher Kutz should be met squarely i
the face. If the pool nomination is not correct for Fulcher Kutz
then it should be examined and treated directly rather than tryings
to ro around the bush and get a higher allowable by combining it
with a pool of hish capacity wells.

[iE. UTZ: That is all.

IR. PORTER: Anyone else have a question? Ilir. ‘Vebb, have ¥
entered all the exhibits?

IiRe WitBB: 1 believe we have introduced them, If we haven?
we tender Lkxhibits 1 through 8, all of which were prepared under
tir., Greer's supervision.

FiRe PORTEZR: If there are no objections, thev will be re-
ceived. The witness may be excused. The next witness.

(Witness excused.)

MR. GURLsY: We have two witnesses, lir. Arnold and . #lvi
Utz. It will take about five minutes for us to place our exhibits
iiay we have a short recess?

IR. PORTER: Ve will take a five minute recess.,

(Recess.)

[IR. PORTZR: The meeting will come to order. fIir. Gurley,
would you proceed with the witness,

4. C. ARHOLD
having first been duly sworn, testified as follows:

DIRLCT wAISIHATION

By 1R. GURL&Y:

n

o
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& Vould you please state yvour name?

A L. C. Arnold.

Q VWhat is your position?

A Geologist with the 0il Conservation Commission.

¢ llave you testified before this Commission before, ir.
Arnold?

A Yes, I have.

{il. GURLEY: Are the witness' qualifications acceptable?
IR. PORTER: They are.

Q In vour official capacity with the Commission, have you had
the opportunity to study the area which embodies the Fulcher hutaz
and Ballard-Pictured Cliffs Gas Pools?

A Yes, I made a study of the area which embodies the Fulcher-
Kutz and Ballard Pictured Cliffs Gas Pools and narticularly of thed
area in Township 26 north, ranges &, 9 west and Township 27 north4
ranges 9 and 10 west.

Q Will you state the nature of your study and your reasons
therefor?

A I have made a study of the gas develooment in the Pictured
Cliffs sandstone in this area. Yor the geological study 1 have
used electric log surveys and sample information from Commission
files. I have attempted with this information to arrive at a
conclusion repgarding the geclogical characteristics of the Picturg
Cliffs reservoir in this area and more particularly, to determine
if there is a connection between the ulcher XKutz and the Ballard

Pictured Cliffs Pool.

Q@ I point out to you the map which will be marked Commissionys

Zxhibit Ho. 1. ‘las this exhibit ovrepared by you, lir, drnold?

d
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A Yes, it was.

2 .would you state just what this exhibit represents?

~

Vouxhibit Koo 1 is a structure contour map dirawn on top of
\ the Pictured Cliffs sandstonc in this area. Drawn on this map

are the Pictured Cliffs Pool boundaries in this area as defincd bﬂ
the Commission. I have also indicated with a red line the geograph-

ical location of the cross sections which I have made. These are

Y-

indicated as AA prime, I'D prime, and CC prime. These cross secti%ns
will be referred to later as ixhibits 2, 3, and 4.
GOVERHOR STiliS: Have you marked those exhibits or are you
goine to mark them later?
[iR. GURLLY: 7/e have them marked. They will be marked of-
ficially a little later.
A

¢ I will point out to vou an instrument which will be marked hs

Commission's ixhibit 2. ias this ixhibit prepared by you?

A Yes, it was.

Q Will you state just what this exhibit represents?

A Zxhibit lo. 2 is the cross section in the center which is
marked A-A prime, This is a cross section which I have made from
the electric log surveys from the Commission files. The section
is wholly within the horizontal limits of the Fulcher Kutz Pictured
Cliff Pool. The datum line is indicated by the upper red line,
and the sea level plus L500 feet., The lower red line is the top %f
the Pictured Cliffs sandstone that is connected from well to well.

All the wells shown on this cross section are producing gas

wells completed in the Pictured Cliffs formation., I think I had

better read the individual wells into the record. Eeginning on t:E

west or left end and going to the east or to the right the wells
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as follows: Frontier Refining llo. 1 dvensen, southeast of 19, 27,

10. filo. 2 is &1 Paso ilo. 4 Pipkin, northeast of 18, 27, 103 lio. 3
is 11 Paso No. 3 Hargrave, in the southeast of 16, 27, 10. Stano-
line A-1 .va iiartin, southwest of 14, 27, 10. Southern Union llo,
liiddle, southwest of 17, 27, 9.

Q I point out to you, lur. Arnold, the instrument immediately
to the risht of iUxhibit 2 and identified as Section EB prime which
will be marked as Commission's :uxhibit llo. 3. Did you prepare thi
exhibit, lir. Arnold?

A Yes.,

Q ¥ill you state just what this exhibit represents?

A ixhibit No. 3 is a cross section also made from electric
logz surveys. The direction of the cross section is from west to
east and is wholly within the horizontal limits of the IFallard
Pictured Cliffs Pool as defined by the Commission. Datum lines in
the top of the Pictured Cliffs are the same on this section as on
Section AA prime, the upper line being the datum, the lower line
being the top of the Pictured Cliffs formation. There is consider
able variation in the Pictured Cliffs Section you will note fronm
west to east across the section. The wells on this section are
from left to right or west to east, 51 Paso No. 48 Huerfano, south
west of 9, 26, 9. Stanolind Ho. 36 Huerfano, northwest of 23, 26,
9. Stanolind lo. 27 Merfano, northeast of 23, 26, 9. Southern
Union Ho. 2 lewsom, southwest cf 17, 26, 8. Southern Union ilo.

6 lewsom, northeast of 20, 26, &, Southern Union No. 4-B liewson,
southwest of 15, 26, 8. Southern Union lo., 1-A Hewsom, southeast
of 15, 26, 8.

Q Are those all producing wells, uir. Arnold?

]

T
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A Yes, sir, these are all producing wells in the Pictured
Cliffs formation,

Q I point out to you, lLr. Arnold, the exhibit immediately

behind you which will be marked as Commission's Lxhibit lo. 4o g

this exhibit prepared by you?

A Yes, sir.

Q Will you state just what this exhibit represents?

A Exhibit No. 4 is another cross section which is made from
an electric log survey from Commission files. You will note that
the northwest or left end of this section is within the limit of
the Fulcher-Kutz Pictured Cliff Pool as defined by the Commission.
The southeast or the right end is within the limits of the Ballarq
Pictiured Cliff Pool as defined by the Commission. It therefore
traverses the area between the Fulcher-Kutz and the Ballard Pool.

The upper red line is plus 4500 datum line, and the lower ling
the top of the Pictured Cliffs formation. All of the wells shown
on this section are producing gas wells in the Pictured Cliff fourn
tion with the exception of the inagnolia No. 1 Crandell in the nort
east of 3, 26, 9. This was a Dakota test and was not completed
in the Pictured Cliffs. However, there is another well now com-
pleted in that quarter section which is the J. Glenn Turner lio. 1§
Huerfanito Unit in the northeast of 3, 26, 9, Unit H which is com+
pleted in the Pictured Cliffs for initial potential of 970 LiCF
per day with a pressure of 654 pounds.

Q Now, Mr. Arnold, will you examine exhibits, reexamine .x-
hibits 2, 3 and 4 and state to the Commiséion exactly what they
indicate to you?

A First I would like to state that the reason 1 used the pari

a-

h-
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ticular wells that I have used on this section is because those h
ven to be the wells on which we had electric lor surveys on file.
tlectric loz surveys were not made on many of the wells in the arg
where the Ballard and Fulcher-kutz Pools approach each other.

Therefore, I realize that we have gaps in our information. ux-

hibits 2, 3 and 4 indicate to me that each of the wells represent%d

on each of these cross sectionsis a producing gas well with the eX
ception as I have noted, each completed in the same geological for]
mation, namely, the Pictured Cliff Sandstone.

Zxhibit No. 1 shows that the producing wells have now been dri
on offset contiguous 160 acre blocks along the boundaries of the
Fulcher-Kutz and the Ballard Pictured Cliffs Pool as defined by

the Commission. The electric log surveys as well as available

1led

initial potentials of wells in the zone immediately between Fulcher-

Kutz and Ballard indicate that there is a low permeability area
located here.

However, using the information available and based upon pro-
duction as shown by these exhibits, I concluded that there is no
basis for the separation of the Ballard and Fulcher-Kutz Pictured

Cliff Pools from a geclogical standpoint.

Q Then, is it your opinion after careful-examination and study

of the exhibits, that the Fulcher-Kutz Gas Pool and the Ballard
Pictured Cliffs Gas Pool constitute a common source of supply or
a common reservoir?

A Yes, sir.

Q Do you have anythinsz further to offer in this case, ilr.
Arnold?

A Yes, I have prepared a statement concerning a depositional
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environment in this portion of the hkasin during Pictured Cliffs tim
which I would like to read into the record.

Q Proceed.

A I believe that this might shed some lisht on the manner in
which permeability trends were developed in the Pictured Cliffs
formation and why the pools have been developed in a NW to Si dir-
ection as shown on sxhibit #l.

riost authorities on the subject now agree that the Pictured
Cliffs Sandstone was depositied at or near the shore line of a
relatively shallow sea which was regressing from SW to Ni during
Pictured Cliffs time. This regression occurred due to the fact tha
detrital material was behing supplied at a faster rate thanthe
rate of subsidence of the Basin at that time. Therefore the stran?
line migrated in a northeasterly direction and the Pictured Cliffs
Sandstone was deposited along successive strand lines into the
Basin in a Northeasterly direction.

The Gruitland formation, which consists of dark shales and
coals was being deposited simultaneously in swampy and lagoonal
areas on the landward side to the Southwest and the Lewis shale
was being deposited in the deeper water on the Seward side to the
Northeast.

As the Pictured Cliffs sea regression was caused by the rate
of supply of material overbalancing the rate of subsidence of the
Basin, the Pictured Cliffs Sandstone migrated upward stratigraph-
ically as it was built further northeast. Therefore a time line
drawn from Southwest to Ilprtheast would start in the Fruitland
formation, pass throush a narrow section of Pictured Cliffs Sand-

stone and end in the Lewis shale, whereas a time line drawn

e
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from Southeast to Horthwest along the shore line at a given time
would stay within the Pictured Cliffs Sandstone cvhroughout.

Permeabiliity differences in the Sandstone in a kortheast direc

tion are probably very closely related to the rate of regression of

¥

the Pictured Cliffs Sea, although other factors may have contributpd.

When the strand line was relatively stable for a long period of
time the sand which was being deposited was washed and re~-washed s¢

that silt and finer material was removed and the sand was very well

sorted. This caused the development of more permeable sands along
the shore line a northwest-southeast direction.

During periods when the strand line was moving relatively
rapidly in a northeast direction, wave action along the shore line
did not have sufficient time to wash the silt and finer material
from the sand and therefore during these periods low permeable or
nonpermeable belts of sand was deposited roughly paralleling the
good permeability trends and also extending in a liorthwest-South-
east direction,

From the above reconstruction you would expect that the best
Pictured Cliffs gas production would be found in the Korthwest-
Southeast trending belts separated by low or non-productive areas
trending in the same direction. Uevelopment has shown this to be
true.

Using the above theory in reference to the geographical loca-
tion c¢f the Fulcher-Kutz and Ballard Pictured Cliffs Pools it apped
that the Pictured Cliffs Sandstone was probably deposited at the sg
time in both pools and that the permeability development in both
pools is closely related. It is true that there are permeability

differences encountered laterally along the trends. 1t is also

rs
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true that there appears to be an area in the South half of Townshiﬂ
27 Il Ranze 9W in which Pictured Cliffs permeability is relatively
low compared to areas further inside the Fulcher-Kutz cor Ballard
Pool boundaries.

However, based upon information presently available there is

certainly no evidence that sufficient permeability was not developq
throughout the area vetween the two pools to allow the passage of
gas.,

MR. GURLEY: I should like to move at this time the intro-
duction of Zxhibits 1 through 4.
MR. PORTER: Without objection they will be received.
MR. GURLEY: That is all we have from this witness.
CRO3S EXAMINATION

By MR, WEBB:

Q@ HMr. Arnold, I noticed in your concluding statement prior
to the geologic dissertation you stated that there was no basis fon
separation of the Fulcher-Kutz and Ballard Pools based on it from
a geological standpoint. If the nature of your testimony is that
insofar as geolosy alone there is no basis for separation of the
two pools, are we then to conclude that there might not be another
basis for separation? |

A Vell, I am sure thatsome people hold that view in the light
of this morning's testimony.

Q You don't concur in the thought or the opinion of some peop]
that engineering from a pressure dafa standpoint might be as valid
or more valid basis of separation than geology alone?

A No, I think your stétement is true that there would be timeg

the two have o be used together, almost in all cases I would say.

d
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Q Have you used engineering?

A I haven't prepared any exhibits from engineering data.

& Did you take engineering into account in making the con-
clusion you did?

A Yes, I think that I have.

Q However, you haven't testified as to the difference of pres
sure between the Fulcher-Kutz and Ballard Pools, have you?

A No, I didn't testify to that.

Q Tut in your thinking you took that into account?

A Yes, sir, Pressure differences throughout the Pictured
Cliffs formation in the San Juan Basin, you might be strictly
or generally correct in stating that depending on how you approach
the problem, I might end up with one Pictured Cliff Pool or five
hundred Pictured Cliff Pools in the San Juan Basin from the engine
ing standpoint.

Q Taking the two in conjunction in the particular controversy
we are discussing right now, the combination of the Fulcher-Kutz
and the Ballard isn't it possible that if you considered both of
them then there is a logical and rational basis of separation?

A I wouldn't say that what you are saying is impossible.
However, in my opinion, from the studies that 1 have made, I don'g
believe there is enough information presently available to say thal
they are separated.

Q9 Do you think there is enough information presently availabl]
to say they should be combined?

A V¥ell, in order to answer that question 1 would like to go
into another matter. There seems to be some discretion as to

whether or not the 0il Commission has the power to prevent

er-

e

DEARNULEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691




&1

ratable, non-ratable take between adjacent pools in the same formg-
tion. If the Commission doesn't have that power, then I think bed
fore we call two pools separated, it should be proved beyond
question,

QC Dut aren't you then putting the cart before the horse therd?
They are now separated and you are seeking to combine them.

A Well, their combination or separation happened a million
years ago, not since we started drilling wells up there.

Q But the Commission has designated them separately within tHe
last two or three years.

A The reason we did that, of course, was because of develop-
ment. The early wells developed in Ballard were drilled several
miles from the Fulcher-Kutz Pool boundary, and we had no way of krnow-
ing at that time whether or not there would be development in the
area between Fulcher-Kutz and Ballard without the drilling being
done first.

Q Those original wells then appeared to be in a separate pooll?

A They appear to be in a separate pool because we had no
foundation for putting them with any other pool at that time.,

Q Now you think there might be a foundation to place them to-
gether?

A Viell, I think the best foundation we have is the fact that we
have drilled the area solid on contiguous 160 acre drill blocks
so they are now, so there are now offset wells along the two mile
common boundary, which iscertainly better grounds for saying they
are together than we would have had when they first started drilling
in Ballard.

Q The mere fact that they are offsetting wells doesn't

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 2-6691




necessarily in and of itself prove they are producing from the

same pool?

A lio, that is right, it wouldn't, not in itself. However,

I think the burden of proof should certainly be on the people who
say they are separated.

IR, WiBB: I would like to make just one statement. In pre
facing his answer to one of my questions, he stated that he didn't
know whether it was within the Commission's power to prevent or
force ratable take as between the pools. I don't think that argu-
ment or point is a proper subject of discussion in this hearing.
That would be more for the Courts to determine and not for this
hearing to determine.

MR. ARNOLD: VWere you putting that in the form of objection
to my answer?

MR. WEBB: No, just as a statement of your position. I
am not going to do anything on it.

Q (by lir. Webb.) One further point, from a geologic stand-
point would you recommend the combination of the Ballard and
South Blanco Pools?

A No, I believe that my testimony would show why I think ther
is more basis for the separation of the South Blanco and the
Ballard. 1 think the pool map indicates that there is more basis.

Q If you drew a cross section from your C prime point in
Ballard Pool up through your A prime line and then over into South
Blanco, would that show approximately the same thing that these
exhibits show insofar as the electric iogs are concerned?

A Insofar as the electric logs are concerned it might, yes.

MR. WEBB: That is all.

I
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I[il. PORTuR: Does anyone else have a question of lir. Arnoldfp

lire. Yoodward,

Dy Lils WOODWARD:

Q In fairness to yourself, .o. Arnold, I would apvreciate it

if you would clarify one of your statements. You are not suggestihg

to this Commission that they consolidate separate reservoirs for
the purpose of circumventing a statutory limitation or increasing
statutory authority, I am sure, is that correct?

A You are getting over into the field of law. I am not sure
I am qualified to answer it.

Q This is not a legal question. I am just asking you to
clarify one of your statementi s or an inference that might be drawn
from it. We were discussing the possible separation or consolida-
tion of these two areas and you were taking into consideration the
statutory obligation of ratable purchases within a single common
source of supply. You were not supgeresting to the Commission that
irrespective of the geologic or enmineering facts that two separats
areas be combined for the purposes of circumventing or extending
statutory authority?

A Ko, I didn't mean that at all.

Q@ By the same token, lir. Arnold, you would not suggest a sep-
aration for the same purpose, is that correct?

A That is right. Isay that the separation should be proved

beyond any doubt before we assume that they are separate sources of

supply.
Q That is as to any separate pools that have been set up heref
tofor by the Commission that that separation subsequently be

proved beyend any doubt before the Commission refrain from

L{
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consolidation?
I think the burden of proof is ultimately a question for the
Commission. 1 withdraw that question,
Turning to your testimony, lir. Arnold, I believe you have

testified what we have is a blanket sand in the Pictured Cliff

formation with continuous permeability and porosity, is that correft

A 1o, I certainly don't --

Q (Interrupting) Do you have a blanket sand along the trends
running from the northwest to the southeast, particularly in the
Fulcher-Kutz and Ballard area?

A I think you have all degrees of porosity and permeability.
I think permeability ordinarily was developed along the northwest-
southwest trending shore line, so you have your best inter-con-
nected permeability trends running in that direction. However,
you do have lateral changes élong those trends and permeability
also. But you have more and more rapid changes in permeability in
a southwest and northeast direction, because that was the directioj
that the shore line was migrating.

Q You do have regional differences in permeability running
along the old shore line, is that correct?

A Yes, that is correct.

Q While you have substantial initial pressure differentials i
the Bulcher-Kutz and Ballard, it is your opinion that there will b
a migration of gas across the area of low permeability between the

two presently delineated pools?

A FRo, I don't contend that either because obviously the higher

pressure areas of the Ballard Pool, if there was going to be any g3

migration right at the present time, it would be in the other

e

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




direction, I would think,

Q@ That is considered a two-way stretch., Will there be a ten-
dency to equalize the pressures in the two areas due to this per-
meability between the two areas?

A I would think so, yes, however I don't know how rapid --

Q (Interrupting) You don't know how rapid?

A {Continuing) -~ that would be.

Q Considering they have not equalized over the last million
some odd years, how long do you think it would take for those pres
sures to equalize?

A That's a rather academic question, so I guess I can give an
academic answer.

Q An academic answer would be accepted.

A I would take the same position on that iir. Greer took. Tha
in all probability the Pictured Cliff gas that is being lost at th
outcrop, we don't know for sure whether originally the Pictured
Cliffs was one pressure throughout or not. Itmay have been at the
time of accumulation, but after the Pictured Cliffs outcrop was cu
so that it was brought to the surface, it is entirely possible tha
the movement of gas may have started toward the cutcrop. This
would have been complicated by the variable permeability throughou
the reservoir, the low permeability areas would naturally lose the
pressure slower than the good permeability areas, «nd I think that
is borne out by the fact that we often find the highest Pictured
Cliff pressures toward the edge of the good permeability trends
in the areas of low permeability.

Q Let's try a direct answer instead of this academic answer,

L

o

iy

How long will it take in your expectation, for the pressures in these
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two areas to equalize?

A I don't know.

Q Vithin the next fifteen years?

A I don't know that either.

Q lNow, you say geologists are aware that the pressure dif-
ferences have existed and haven't equalized over a million years?

A One of the reasons they haven't equalized is that it is bei

lost at the outcrop so that you have a continual movement of gas s¢

you have a pressure gradient from the far southeast to the northwe

which would certainly slow the pressures that the rate would stabil-

ize.

Q Do you think there is any reasonable possibility now that

the pressures are geing to stabilize in the next fifteen years?
GOVERNOR SINMMS: Stabilize or equalize?

Q Lqualigze.

A No, I doubt that they do.

Q You dcubt they will. You feel the rate of migration across
the impermeable area between the two pools will be great or small?

A I think that that would be hard to say, probably small on tl
basis of the pressure information.

Q Vell, just shut one of the pools in and produce the other,
do you think that within the next fifteen or twenty years that the
pressure in the pool that would be shut in would be materially
effected?

A It might be.

Q And it might not?

A And it might not.

}iR. PORT:ER: Anyone else have a question?
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e GRallt 1 would like to ask a question.
IRe PORTSR:  fir. Greer,

iR. GRSsSRe

-

Dy
- Q I am a little concerned as to what you consider a pool to be¢.
I woender if you would tell us what you consider a pool as we are
talking about it along the gas business here.
A Well, I would consider a pool a common scurce of supply
within one reservoir with intercommunication throughout. I am not

qualifying the intercommunication.

Q HNow, about this intercommunication, do you feel we should by

A34

concerned with communication during the lifetime of the pool as we
produce it, or are we concerned with communication over geologic
time?

A We are concerned with communication over geclogic time. I
mean, pardon me, we are concerned with communicaticn during the
economic life of the pool. However, it's pretty hard to draw a like
on that.

€ You think --

L
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I am concerned, enough evidence hasn't been presented to show that
there couldn't be some movement of gas even within the economic 1lif
of the field.

Q You based your thought that these pools should be combined
and are one pool on geology especially your Schlumberger log, is
that correct?

A That is correct. Along with, of course, I have been expcsed
to Pictured Cliffs pressures, and I have given that matter some

consideration.
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Q@ Just as far as your loss and the geolozy is concerned, are
you familiar with a pool of the type we call a stratigraphic trap?

A T believe that's almost all we have in the San Juan Basin,
stratigraphic traps, yes.

Q Ve can have say two stratigraphic traps producing from the
same geologic formation, can we not?

A Yes, that's true.

Q Just because they are from the same formation doesn't neces
sarily of itself mean that they are producing from the same pool?

A lNo, that's right,

Q We could have two separate stratigraphic traps?

A Yes.

Q Could they be separated by as much as a mile and still be
separate stratigraphic traons?

A  If you could prove it beyond any doubt that they were sep-
arated by thirty feet it would be adequate.

Q {(Interrupting) Adequate. In other words, we don't have to
have a wide difference between two pools to separate them?

A llo, I wouldn't say so.

Q Suppose we had a difference between two stratigraphic traps
which are really two séparate reservoirs, and they are a mile apart
and we drill a well in one pool and drill a well in another pool and
we run electric logs in both wells and we set them on a cross sectijon
such as you have done here. Could you from that cross section tell
whether the wells were in one pool or two pools?

A uell, in the light of all that we have learned about the Pig-
tured Cliffs formation, I_would certainly assume that they were in

the same vool until I had reason to think otherwise.
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& You would assume they were in the same pool because they

both show characteristics of the electric lons they are Pictured Cl

formation, they could be in two separate pools but you wculd consij

er them as one pool until proven different?

A That is right.

Q@ On the basis of geology, how would you go about proving
whether they are in one pool or two pools? Could you drill say a
number of wells in between the first two wells until you finally
reached a dry hole and then base it on the dry hole?

A I wouldn't recommend doing it that way, but that would be
one way to find out.

Q As a matter of fact, it is the only way to find out, isn't
that true, if we use geology alone?

A That is right, and you can insofar as Pictured Cliff pres-
sures are concerned, I also think you can take two or three avenue
on your thinking there insofar as arriving at pool separation.

Q Of course, we are talking about geology. That is what you
based your conclusion on, wvasn't it, geology especially or primari

A Insofar as my exhibits are concerned.

Q@ I understand you didn't put on any testimony as to pressure

A No.

Q@ Couldn't you have extended your cross sections in either
direction to zo into the VWest XKutz Pool into the South Blanco Pool
‘and shown exactly the same thing which you have shown on these cro
sections?

A T believe I at least supported my cross section with the
statement which I read in regard to the deposition of the Pictured

Cliff Sandstone. I -- doesn't the fact that you have real good

iff

i
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Pictured Cliff production runnins in lines indicate to you that

that was possibly the direction of zood permeability, whereas in
some of the areas, particularly to the east and west of all these
pools, we have had dry holes drilled which pretty well substantiat
the fact that there were completely nonpermeable belts in there.

Q low, you started talking about permeability. \ie keep getti
away from these cross sections which you have drawn on which you
based the pool combination, and we start to talk about something
else, first about pressures and then about permeability. How do
vou determine these permeability belts that you are talking about,
from these cross sections?

A lo, I would say you determine permeability belts first of a
from development.

Q By development. Wwhat do you mean?

A I mean those areas which have proven to be productive by th
drilline of wells.

Q By the fact that they produce gas, is that right?

A  That is right.

Q HNow, when you talk about production of gas we begin to talk
about the movement of gas in a reservoif and pressures, do we not?
What causes the gas to move in the reservoir?

A What causes it to move in a reservoir?

Q That is right.

A Pressure differences I would say.

Q So now we are getting back to the fact that you have es-
tablished the permeable trends that you are talking about by move-
ment of gas in the reservoir. You didn't establish them from your

cross sections up here?

.

|1
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A Viell, I think that you can certainly use the information tol
et it. I chose that place to make a cross section because of the
fact based upon cther things I was convinced that that was where the
. permeability trend lay,.

Q@ But if you had chosen the pool in West Kutz and another
in southwest and another in Jicarilla and added those wells to your
cross section up here, we would see no difference?

A That is right, if you consider nothing else.
Zxcept your geolosy?

Not except my geolory, except my sections.

ixcept what?

> O > Lo

The cross sections I have used here. In other wordé, if you
use just electric log cross sections to the Pictured Cliffs forma-
tion throughout the basin, you would come up with a conclusion th%t

many areas were the same reservoir which they actuaily are not.

Q@ Yet you use a cross section in view of this last statement,
you use a cross section to show that two pools should be combined?

A To tell you the truth, the main reason I used a cross
section was merely to substantiate for the record the fact that t%e
production was coming from the same geological formation in both
pools,

Q I think --

A (Interrupting) Ve needed to establish for the record for
one thing,

2 I think that is fine. I am glad you have put that on. Hever-
theless, isn't all that cross section shows is that the wells
vroduce from the Pictured Cliffs formation? It doesn't show pool

separation, it doesn't show pool boundaries?
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A The cross section don't, that is correct.

Q It just shows that all the wells produce from the Pictured
Cliffs formation?

A Yes.

Q So really now on your permeability trends and on your poél
separations they are based, and vour thinking was based on gas
production?

A VWell, I don't see how you can separate one from the other.
I mean in an opinion you formulate over a period of time, you use
all the information available.

Q Yes, you use all your information, but you told us that
you couldn't determine permeability from these logs, from these
cross sections.

A I don't believe I stated that you couldn't determine permead
bility from these cross sections because generally at least you
can as you know.

Q When you talk about permeability trends, however, you based
your conclusion on them from drilling of wells and from gas pro-
duction from those drilled wells, did you not, for the main part?

A Yes, I would say from all three.

Q So really now, the pool separation that we are talking
about, you based most of your thinking on productivity of wells
and pressure related with the production, did you not?

A I don't believe I would say that all, lLir. Greer.

Q@ I am really interested on what you did base your thioking (g
permeability trends.

A I think I read a statement here which explained ov.e recason

that I think --
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{Interruptine) You explained how it could happen.

A I explained how I thought it did happen.

Q liow you thought it did happen, but in this reasoning of yours
as to how the sand was layed down, you didn't and couldn't pick
out on the map where these permeability trends were foing to occur|,
could you?

A You mean now?

2 I mean from your dissertation, you couldn't geo to a blank mpp
and pick out permeable trends where they are tight streaks and
where they are --

A (Interrupting) Oh, I think a lot of the development in the
San Juan Basin has been done on the basis of what they call yard-
stick geology whereby you extend off the end, off the southeast enf
of the permeability trend and thereby get production, so I think
that in a general way you can certainly predict where those trends
will be.

Q You can extend it by extrapolation of wells which have al-
ready been drilled. Again the basic information you got from the
wells that have been drilled and the production therefrom?

A I certainly dont't think in the early days of Pictured Cliffp
development and say the north end of the Fulcher-Kutz Pool on the
first four or five‘wells predicted that they were going to have
all these permeability trends running across the basin, no.
However, I don't believe that development had gone on very long
before it did become evident that for some reason those trends
extended in that direction.

Q ‘'hat evidence, drilled wells, produced wells, is that the

evidence?
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A Yes, you had to have the well drilled to know that.

Q@ So you base then your permeability trends, you locate them
. by productive and nonproductive wells or low productive wells, is

that risht?

core analysis, electric lozs, and within an area at least you can
determine to some extent in a relative way from the electric log
what your permeability will be.
- Q Do you believe that the ‘iest Kutz Pool is in the same pool
as you defined the pool as Fulcher-Kutz?

A I am not absolutely certain that it has a completely non-

permeability barrier separating the two pools. However, I think

Q You wouldn't recommend combining West Kutz and Fulcher-Kutg

right now?

A DNo, I wouldn't because they are separated by this area whig
is non-productive.

Q@ And you don't recommend combining Ballard with all of South
Blanco at this time?

A No, however, I would see no objection to the proposition
which you made of also just based strictly on development basis,
You will note that there is an area along the west side of Townshi
27 north, Range 8, west, which has not been developed. As you
also see, this area has been developed toward the Fulcher-Kutz
towrard the Ballard Pictured Cliff.

Therefore, 1 believe it misht be reasonable to consider taking
this section, that portion of 27 north, & west, being in the Souti

Dlanco Pool, out of the South Blanco Pool and incorporating it wit]

A Yes, plus examination of the results when you drill a well,

that for 95% of the length of the pool it is pretty well separateq.

&
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the Fulcher-Kutz and Pallard Pool.

In order to do that, because of the area between South 3lanco
and Fulcher-Kutz, we would also have to include the north half of
Section 2, 27, 9; northwest quarter of Section 3, 27, 9; the rorth
half and the southwest quarter of 4, west half of 9, all «f 16, al
of Section 15, east half of 22, the west half of 23, northeast
of 35, the west half and the southcast of Jection 36, all in 27
north, 9 west.

Q In other words, wherever two pools happened to meet, if you
have offset wells, then you believe that the pool should be joined
into one pool, is that correct?

A Well, that particular area in 27, 9 is a little fuzzy I mus
admit. I am not sure, I would not be sure at the present time whi
pool that should properly go in on the basis -=-

Q (Interrupting) Do you believe that you can have offsetting
wells in two different pools if the Commission recognizes it were
a pool?

A 1 think that is possible.

Q You think this is possible?

A However, I think it would certainly be, the burden of proof
would be on the one showing the area.

Q If offset wells join Township @ between the west part of
South Rlanco and Fulcher-Xutz, you would recommend that they be
thrown together in one pool?

A Pardon me azaiun.

Q@ This area that you just save us a description of,

A Viould you just repeat?

Q If the area between the two pools which now has no wells on

~h
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it were drilled up sc that there was a continuous row of wells frof

South Ilanco to Fulcher-iutz, would you then recommend that the

pools be thrown torether in one pool?
If 1 become convinced they were within the same source of

A

supply, ves,

On what are you soinm to base your conclusion that they are
in one source of supply, on another cross section such as you have

P2
S

A
drawn here?
A Vell, I hardly know what information I will use until I know

what information will be available.
IFiR. GRukR: That is all.
Did anyone rslse have a question of iir. Arnold?

lLR. PORTER:

Iir, Stanley.
By liR. STANELY:
Q@ Isn't it possible, lir. Arnold, to go up structure in the

Pictured Cliffs sand and finally produce water?
A To go up structure in a Pictuvred Cliffs sand?

Q Yes.

A Are you speaking --

Q (Interrupting) Aren't there certain areas in the Pictured
Cliffs wherc the gas occurs down structure and the water up structyre?

A Yes, I believe.
Q Doesn't that defy the law of gravity?

A Yes, it sure does.
What makes that water stay up there?
I would say what is making

Q
A Vell, it probably is moving in.
it stay up there, I, probably the very low permeability of the

Pictured Cliff sand plus the fact there has to be a reversal in
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nosition,

Q Vell, it is possihle for that water to be there because the
miéht be an impermeable barrier at that particular point, isn't
that right?

A Is your line of reasoning,

Q ‘ell, could you pick that out on your cross sections?

A I don't believe there is any place on those cross sections
where you encounter that particular type of water production. The
only vlace that I have seen very much of that is off the west and
northwest edge of the VWVest Kutz Pool where you do seem to have
water encroachment from the outcrop along the southwest edge.

Q Over a period of a million years, and over geoclogzical time,
actually that water should be in the lowerest part of the Basin
and gas should be up structurz, shouldn't it?

A Well, maybe it should, but the fact that it isn't --
maybe you had better ask the question again.

Q Well, I was just trying to define the fact that there could
be many impermeable barriers throughout the entirc Pictured Ciiffs
sand.

A I have testified to that.

IR, STANLEY: All right.

‘'R, PORTER: Is that all, iir. Stanley?

IIR. STANLEZY: Yes.

iR. PORTER: Anyone else have a question, lir. Weidekehr.
IR, WEIDEKsHR: A, L. leidekehr, Southern Union Gas Company

Ey [iR. VSIDEKEHR:

Q lr. Arnold, would you point out on your Exhibit 4 I believe

it is, where the present boundary between Fulcher-Kutz and Ballard

L]
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exists?

a Yes, risht here.

C Right in this particvlar area right here?

A Yes,

Q If you examine the rocks on each side of the two wells that
we are talking about, do you find that on the left side or in the
¥plcher-Kutz Pictured Cliffs field at the upper portion of the
Pictured Cliffs sand, the top of it, as we determine it right und%r
the cocal seam, as being non-existent?

A  On Denson-liontin Greer lio. 38, 28 Huerfanito Unit, the sand
in the upper part of the section is very poor for sure.

Q Would you call that sand or would you say the sand has beenl
rewashed, or as your article said, the latter part of it, had been
washed and rewashed and so it was much more shale than sand?

A I think there are a lot of areas in the Basin where you may
still have sand which would almost appear like a shale on electric
log. I would, the permeability is low.

Q@ Do you think there would be production, commercial productipn
from the first forty feet of this Pirtured Cliffs sand then to
your knowledge of the one we are talking about here? The first forty
feet of the Pictured Cliffs was from 2310 to 2350, forty feat you
"said, as I understand, do you think that would be commerciaily
productive?

A T doubt it.

% Then in all probability that would be an impermeable zone,
as far as our lifetiime is concerned, it is an impermeable zone?

A ﬁhere that particular well was drilled, yes.

( Vell, if that happened there, then is it not logical, or is
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it not possible to presume that that is what happened across the

boundary line, we have the impermeable barrier we have just picled
forty feet that is impermeable, couldn't the same forty fecet ecxist
between the two wells and cause the pressure differential that we
ltnow exists?

A There are no dry holes in there. That is a small producingg

well there all risht,

Q@ If you moved a few fcet from it, it misht be a dry hole?
A Or if you moved a forty over it might be a lot better well.
Q¢ It could work either way?

A It could work either way.

Q@ It would sort of logically assume, if you got between these
two now, you moved over one more step both of them being poor, it
sure enough would be sorry?

A That is possible.

Q Actually then, between the forty foot of Pjctured Cliffs
sand here and the same equivalent forty foot of Pictured Cliff s&-~

in the llagnolia's Crandell Federal lio. 1, there is a great variati

-

Son Flin smmmmem 1 Y e o
il uiic permeaulllly:

~

A

Q Through there?

A I believe I testified to that.

Q You mentioned in your testimony also that you thousght that
maybe the gas had been escaping, the reason for the pressure dif-
ferential was due to the fact that sas had been escaping to the
outcrops? |

A That is a theory.

liow, doesn't the outcrop 7o all the way around the Basin?

non

Dn
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L Yeos,.

¢ On all sides?

A On all sides except I believe it is absent on the southcast|

@@ You have to =0 a long ways dowvn to find it?

A Yes.

3 Vouldn't West Kutz then outcrop here somewhere, and wouldn't
Fulcher-Kutz outcrop and Aztec-Pictured Cliffs outcrop, and wouldn?
Tapacito outcrop, wouldn't they outcrop both north and south?

A  They certainly would, yes.

Q If they were connected tosether --

A (Interrupting) I haveéen't testified they were connected
together.

Q You have testified for these two, Fulcher-Kutz and Ballard?

A But I haven't testified that South Ballard and Aztec or --

Q (Interrupting) Let's keep the two, Fulcher-Kutz and Ballarg
You have testified that they are connected together. You have alsg
testified that they would both outcrop together. If they are con-
nected together and they do outcrop, then they would outcrov to-
gether, richt?

A It would be one section of outcrop.

Q It would be one section of outcrop which would be a continua
tion of this, the two fields are tied together here so they would
consequently be tied together at the outcrop. If that is so, then
would it not be logical to assume that the pressures would have
vled off tozether unless you had a restriction in there to keep
pressure in one end of the field higher than the other one?

A Vell, I think you would have a zradient from the outcrop

away from the outcrop, you would start losing gas at this end
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before you started losine mas at that end,

& Unless it was bleedinrg throupgh the outcrop?

£ In fact, it would be a long time before you would lose any
~as from that end at all.

Q@ I agree with that, that is fine. Vhy then, or how do vou

account for the fact that we lost mas, so much more gas from Fulchdr-

Kutz than we did from Ballard? ‘e have a pressure gradient that hg
been tested from this end of Fulcher-Kutz risht on down to this
voint here, and then all of a sudden we have a strand of eight or
ten miles where the differential is practically non-existent. Frorj
a geological standpoint, how would you account for that?

A Tt is possible that within the trends you may have a sreat
number of segments of good permeability, fair permeability, sorry
permeability within a segment of very good permeability, you will
come a lot closer to getting pressure stabilization all right.

Q? You mean then that there is a permeability barrier of some
kind, you wouldn't say it is a complete one. You would say there
is a rermeability barrier in there?

A I think my testimony was to that. I didn't say it was a
barrier. I said an area of low permeability.

Q It could be so low that there could be no migration of gas

across it through our lifetime as was discussed over here from youry

logs and cross section?

A  That is conjectural,

Q@ It has as much right to be true as it has to be wrong, does
it not? Is there any more reason to believe that my statement is
wrong than your statement is wrong? In other words, I am trying

to say that the burden of proof is on us. I want to find out why

S

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
FELEPHONE 3-6691




102

is it on us, why isn't it --

Mdt. GURLSY:  (Interrupting) I object to that question, if
it rleasc the Commission. It was brousht out before that the burd
of proof is not for this gentleman to decide as a witness.

LR. PORTER: Objection sustained.

¢ [Iir. Arnold, you, I believe, said if you shut in one part of
a field and produced another that the pressures throuschout the
field misht equalize., In L. Greer's testimony; --

A T think it is, -- I think you can assume too many things
insofar as stabilized pressures are concerned.

Q@ Do you think they would get within fifty pounds of each oth
from one end of the field to the next?

A Yes, I think they would.

2 Are you familiar with the old Fulcher Basin, Kutz Canyon
Field?

A Yes,

Q@ You know when the first vroduction was taken from those
fields, approximately?

A In about 1931 I imagine.

10}
 }

Q Are you familiar with the pressures that were in the developed

part of the Fulcher-Kutz Fulcher Basin, Kutz Canyon Field, cay in
1945 or thereabouts? Let's say ',5. Are you familiar with the
general average pressure in the old Fulcher-Kutz Basin Canyon Fielg
especially the area north of the San Juan River and the Fulcher Eas
rield, do you know what they werc, say ten years ano?

A T tried at one time to make a determination of what the
maximum pressure was in the north end of the Fulcher lasin Field.

As r. Greer was saying, we don't have verr vsood information on ths

s

in
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Th2 hirhest pressure I encountered was 589 pounds,

2

Q& Say in the period of 1945 bLefore the south end of the
present fulcher-Kutz field was developed, what was the vressure in
there?

4L I know it was droppineg off considerably.

Q@ Yet, as a matter of fact, you know approximately what the
pressure is today?

A At what point?

Q Let's just say the area north of the San Juan River, Fulche
Kutz Field.

A I don't know exactly. Are you speaking about stabilized
pressures?

Q Vell, within fifty pounds.

A  Are you speaking of stabilized vressure or seven-day shutin

Q sither way.

A Of course, I think after considerable amount of production
it probably takes longer to get a stabilized pressure again, so
any pressure you arrive at is going to be a weighted pressure,

I would imagine between 350 and 400 pounds, but that might be a
little hish.

Q You suspect it would since some of them were shut in seven

days, that is not a very good time, but several of them shut in, 1

than 375 pounds. So you have now existing between one part of youw

field a vressure differential from less than 300 pounds to less
than 640 pounds that exists in there. If we do have drainage acro
that entire area, why would those pressures equalize?

A They mirsht be in the process of equalizing.

{Re. WuIDsKeHR: That is all.

..

b4
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ite PORTsR: Let's tal:e a short recess.

(Recess.)

iR. PORTsER: The meetinsg will come to order, please.
Anyone else have a question of i.r. Arnold? iir. Grenier.

I'v :Re GRSNIER:

@ Iir. Arnold, as I understood your testimony, you stated at of
point that in a situation such as this, where there was proof on tj
one hand tendine to indicate that Fulcher-Kutz and Ballard were a
single reservoir, and also other data or testimony indicating that
they were separate reservoirs without practical communication be-
tween them in present economic productive time compared to seologid
time, that it was your opinion that the burden of proof was upon th
party who was suggesting that they be separate, is that correct?

iR. GURLEY: I object, if it please the Commission atout
the burden of proof.

[iR. GRSIIER: ell, lir. Gurley, am I to understand that iir.
Arnold, as a long-time employee of this Commission, just doesn't
have any opinion about the burden of proof?

}R. GURLLY: I am quite sure he has quite an opinion, but I
don't think that he should be subjected to questions on burden of
proof, because that is a legal matter and he is not a legal man.

Q ‘Have you consulted and advised with the legal staff of the
Commission as to who has the burden of proof in these matters, ir.
Arnold?

[iR. GURL3Y: Object, on the ground this was not covered in
the direct examination and, thereiore, it should not be brouszit up
at this time.

R, GRNIsS: I thinlt he testified this was his assumption
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about what the burden of vroof was, (r. Gurley.

idte GURLuY: lie testiflied on cross examination, and the
question was later withdrawn, i belicve, as to --

Iite GRWIITEH: I am not tallinc about lLir. Coodward's
question here, I am talking about the prior --

ile GURLuY: The auestion 1 believe was asked bv ..r. lJood-
ward and he withdrew it, as to the burden of pnroof.

"\

assumption cn your part as to the burden of proof, iir. Arnold, do

you have any other reasons for statins that in an inconclusive

situvation as you scenm to deem this one, the best policy would scemn

to te one of favoring combination of pools as opoosed to separatio
of pools, disregarding entirely questions of burden of proof which
iire Gurley says you may not consider or take into account?

A I believe the reason this problem first came to our atten-
tion was because of the fact that through development we reached
the point where we had offset 160 acre drilling blocks within the

same formation which were all producing gas.

&

ALY B |
wEld -

A I believe, and correctly so, that we should have been con-
cerned with whether or not they were inside the same source of sup

& L cannot quarrel with your concern.

n:

I would like to elakorate on my answer.
¢ Yes, sir.

A The assumption has always been, in the San Juan Basin
whether correct or not, that one well will drain at least 160 acre
that is why we have 1GC acre spacing.

Therefore, if you drill in two offset 160 drill blocks, I thin

(; Let's see if we can cet it this way. In the absence of any
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it is fair to assume that there is no separation there.

@ ell, now, therc was some --

A (Interrupting) Until it is proven.

(¢ llow, that is one element to be considered then, is proximit
of wells, is that correct, :ir. Arnold?

A 1 would say that is one bhin factor.

() How then, on your questions of permeability, are they also
be considered, such as you and ixr. Greer were discussing when he
was cross examining you?

A Yes.

Q And are questions of pressure differentials also to be
considered?

A Yes, but -- I think I will just answer that yes.

Q So that, and do you feel that after having considered all
these various types of data that it is clear beyond a question of
dcubt that these two pools are a single pool and that there is
communication in there which will permit drainage from what is now
the Fulcher-Kutz?

A You are now putting your question in two parts, and I don't
bvelieve I will be able to answer them both with one answer.

Q Take them one at a time please.

A Okay. The first one again?

¢ Do you feel that it has been proved conclusively, after
weighing all of these data, that Fulcher-Kutz and Ballard are so
interconnected and that there is such communication between the
ncols that the one is capable of draining the other within the
economic life of either of the nools?

A 1 think my answer tc that would be that I don't know whethe

k

4
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there would be drainare within the economic life of a pool.

Q %Well, I asked you if you thousht it had been shown beyond a
reasonable doubt. You answer vou don't know. By that do I assune
you don't feel it has been proved bevond a reasonable --

iRe GURLEY: (Interruptine) I object. This man is here as

a witness to testify as to his opinion as a specialist or expert wjt-

ness in his field. I can't see that he should be subjected to wha]

T

nas been proved or not been proved. “The question should be held,
in my opinion, to that which he was questiored on direct testimony

and what he knows of his own knowledre.

GOVRIIOR SIIEiS: Just a minute. Ve will overrule the objec
tion. We are metting to doing a lot of quibbling over words. Your
guesticn was --

[lR. GURLzY: I was not trying --

GOVERNOR SDMIS: (Interrupting) Your question was whether
or not iir. Arnold thought it had bveen proved beyond a reasonable
doubt that there was communication betwecn the pools, and he said
he didn't know whether there was or not. The answer to that ques-
tion is no, it hasn't been proved conclusively. HNow go on.

A I think I tried to answer that improperly.

Q Thank you. ilow, in this situation then where we did not haye
econclusive proof one way or the other, what leads you to say con-
clusively, which is implicit to me in the recommendation you made
to the Commission, the two pools be combined? 'hat makes you feel
that is the better practice, the better proration practice, the
better conservation practice, than leaving them separate?

A Jell, because I rather doubt that under the way proration hps

worked in the last six months with the nools being separate, that
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they each have been prorated according to their reserves.

Q Vell, has Pallard been prorated during the past six months?

A Tell, I should say Ballard production arsainst Fulcher-Kutgz
production,

Q Vell, now, you are conmparing what?

A This is what I mean. If vou nominated ~as for about - on
the same basis it has been producing and compared that with the
Fulecher-kutz nomination as it has bLeen, then I doubt that the two
pools would be prorated on the basis of their recoverable reserves

@ And how does that fact lead you tc conclude that it is
batter geological and encineering, and conservation practice to
combine them? 1 may be a little dense, but I just den't follow
it through.

A I think one of the things which the Commission has tec con-
sider is the protection of correlative rights, and when you'prorat
gas, the first thing you determine is the reserves and supposedly
you fit your form and list the reserves so each operator recovers
his just and equitable share of the gas. I believe in that way it
a proper matter of conservation.

Q Do correlative rights apply as between pools?

A That's a lezal question which I don't feel qualified to

answer.

Q ‘ell, then, leaving out -- asain it seems to me we are in an

area here vhere you are making an assumption, then you are nct
qualified to make the assumption or testify about it. I just have
a hard time with this.

GOVZRIIOR SIiwS: Ilr. Grenier, he hasn't done any testifying

on direct examination about the cconomic advisability or inadvisab

U
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of the formulas or of the hominations or anything else. lie is
your witness for this purnose, you asked him that question and vou
are bound by it, lHo where in direct examination did he talke un
anything about the economic justice or the nominations between the
two vools. This is brand new information on Cross examination,

low you ppo ahead ang develop it, but don't attack his credibility,

g

You asked him 2 qQuestion he wasn't qualified as an expert to answef.
MR. GREIILR: T asree with you, Governor, Thank you,
iR. GURLEY: Go ahead, Governor.
GOVARNOR SIIZIS: T don't believe he has been qualificd as
an expert in this field,
rRe GRENILR: Lo, I think it is clear he hasntt been,
GOVLRIIOR SIIZIS: llor did he testify on direct examination
about thisg phase,
tRe GRsNIER: T agree with you on that, sir, yes,
GOVZRIIOR SII1Ss Go ahead.

@ Have you given consideration in waking your recommendations

pools?

A I don't believe that you can work for the Commission in an
area like that over a Six-month's nericd without considering some
of those thingss, particularly vhen you are making a study of this
kxind., I have arrived at a fey conclusions as to what I think the
effect would be,

Q 4ind do you feel that the overall economic effect on all the
operators in Fulcher-Xutz and Ballard Pools will be better served

and that the interest of the State in providing good conservation
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nractice will be better protccted by having them tosether than

A& I would like to point out one reason I do thinkt so. Ireaiips

voint allowabtle in the FFulcher-kutz ifield on a couple of diffecrent

occasions has been as low as 780 IiCYF per month, that is -.7C.00

wort' of mas, for the month. I don't believe that an operator willl

find it economically feasible to drill additional wells for that
ind of a return. I thinlk the effect of throwing the two nools
tormether would be to raise the breaking point in the ifulcher-hkutz
Pool so that quite a large number of those small deliverability
wells would become marginal wells,

Q llow again --

A (Interrupting) #nd I don't believe that it would greatly

effect the allowables in the Iallard Pool. It would lower them

sonewhat.
@ But azain, 7o back to the point we were on bLefore. You are

not exvressing any opninion as to the fact that would be the only

way of accemplishing this result from the information available

to the Commission, you are not saving that it is or it isn't, is that

correct, iir. Arnold? I think we all agreed you are not an expert.

A llo, there are cther mecth
result without combining the same pools, possibly insofar as prora
tion is concerned.

) So that this is not the onlv wayv in your opinion that this
could te done, it's just a way, is that correct?

A That is right.

IR, GRoiIdii: Thank vou.

3

GOVSRiIOR SINE8: Anyone else have a question?

T
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clile KelDRICHES L have a oucstion.

Py bite. KIDRICK:

@ In the answer to ixr. ‘eidelchr's last question, iir. irnold,
I believe the question was stated similar to this. I belicve his
question was, do you thinlk that over a period of fiftecen or twenty
vears that the pressures in ifulcher-iuts Pictured Cliffs would
equalize after a stated vressure difference hetween the north end
of the Fulcher-XKutz and the south end of the ulcher-kutz at
the present time. Do you not think that maybe Fulcher-Kutz is re-
ceivins an additional supply of mas from the south end which may o
from Pallard or from a rortion of South Ilanco which would restore
some of the pressure to the south end and at the same time I belie
it's been testified that there may be leakage at the northwest end
of the pool due to friction in the formation. Do you think the
pressures could ever equalize under those conditions?

£ Vell, I think that if the gas was escaping at the outcrop,

the only place you would ever reach pressuvre equalization completciy

within the reservoir would be at zero or very near that.
iR, HLiiDRICK: That's all.
iR. PORTEE: Anyone else have a question? The witness may
be excused.
(\iitness excused.)
iRe PORTZR: Iir, Gurley, call your next witness.

IR, GURLSY: T will call the next witness, ir. Jlvis Utaz.

having first been duly sworn, testified as follows:

DIRLCT ALTIATION

N 2

s
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{, ‘ould you state your nane, please, sir?

i uslvis A, Utz

L  what is your position?

A unesineer with the 0il Conservation Commission.

@ You have testified before the Commission before?

A  TYes, I have.

iiRe GURLEY: Are the witness's qualiifications acceptable?
IR, PORTER: They are.
GOViRNOR SIIi:S:t As an engineer.
A  Thank you.
GOVSRNOR SIiliS: Go ahead.

Q lir. Utz, in your official capacity with the Commission, have
vou had an opportunity to study the Fulcher-Kutz and Ballard Pic-
tured Cliff Pools and South ilanco?

A Insofar as past vproduction history is concerned, yes.

Q I would like to call your attention to your ixhibit lo. 5
which is marked as Commission's waxthibit lio. 5. Did you prepare
this, lir., Utaz?

A Yes, I did.

tWould you state just what this exhibit represents?

A This is a map of the gquestionable area on a one-eighth scalg
base map of the north part of San Juan DBasin, which so includes
pipelines in the entire area. The portion colored in red is all
of the presently defined Fulcher-iutz Pictured Cliffs, the lower part

bein~ what I have termed as Area A. The vart in green is the now
desi~nated Ballard Pictured Cliff rool which I have chosen to call
Area ©, and the nart in blue is the part of Souch [lanco Pictured

4

C1iff covered in Case 1078, which have been asked tc be devleted
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from the South Blanco P'ictured Cliff Gas Pool,.

This whole area is on nroduction trend. I believe we are by
this time familiar with the arca, so there is not much use dwellin
on that one.

Q@ I voint out to you, :ir. Utz, the instrument which will be
narlied Commission's ixhibit llo. 6. Did you prepare this usxhibit,
lir. Uta?

A Yes, I did.

Q@ Jould you state just what the exhibit represents in the
time that is covered therein?

A This exhibit is a sraph showing the production history of
individual wells from the period of July the 1lst, 1355 to Decenben
the 31lst, 1955, plotting load factors azainst the deliverability.
The left side of the graph traces the production history of ballay
Pictured Cliffs Pool as defined during this time, and the right si
portrays the production history of Fulcher-Kutz in the area of 271
and 27, 10, which is the area I have chosen to call Area A,

This was prepared for the specific purpose of showing the Como
mission what the production history was in these two areas during
this period.

By load factors, I mean this. The Commission requires a de-

-~

liverability test is taken under Order 333 C and D, which is a cal

culated deliverability, calculated to 50> of tre seven day individ-

ual well shutin pressure. The production history on ﬁhe individug
well production divided by the individual well calculated deliverg
vility.

This is shown on the vertical scale. The deliverability is

shown on the horizontal scale on both sides. These curves are

d
de

1
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broken down by pipelines, Pipeline A being the sreen curve which
jossels up and down and varies considerably, there beins no wells
in this range of deliverability, and shows the variation in the
nerecentane of production as compared to the wells calculated
deliverability.

45 vou may see, the =sreen line varies considerably and goes up
and down. This indicates that the well was not produced consisten
or the various ranses of decliverabilities was not produced consis-
tently with their calculated ability to produce.

The green, or the red curves rather, shows the load factors fo
Pipeline B, You will note that in the low deliverability ranges

the load factor varies considerably. As a matter of fact we have

one that goes up to a load factor of 8.7 times its calculated abilj

to produce. I am sure that if this particular well was retested,
the load factor should fall somewhat lower. There is very little
question in my mind but what it was an incorrect deliverability te

You will note that the load factors vary considerably on this
pipeline in the low deliverabilitv range., As a matter of fact.
the averaze load factor for the range from zero to 100 was 3.4,
which means that during this period of six months that groun of
wells produced 200.L times greater than their calculated deliver-
ability. And, this was done asainst an averase line pressure of
511 pounds.

As a matter of fact, that's the best group of little wells tha
I have seen in San Juan Basin, as I am sure that 411 pounds back
pressure is substantially higher than the calculated or deliverabil
pressure.

On Piveline 4 the load factors range from .& to as high as 2.0

AR

ity
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D

calculated deliverabvility to produce.

rulcher-iutz,

On Piveline I}, the load factors range from .64

Cliffs during this period, which we did not --

the load factors would be very consistent.

to as high as 9.7,

which is probably an inaccurate test. But the next lowest is abouk
* 2.65. It is a considerable spread in load factors.

Pipeline A produced, took sas at an averace pressure of 220
pounds for this period. Pipeline I took sas at an averace pressur
of 411.86 pounds. The averase nipeline pressure for both pivelines
was 271 pounds. The average load factor for Pipeline A was 1.10.
The averace load factor for Pipeline B was 1.34. In other words,
Pipeline B operated its wells at about 24, hirher than Pipeline A.

‘low, assuming that we could have nrorated Dallard Pictured

As a matter of fac

we couldn't have prorated Ballard Pictured Cliffs on the basis of
takes during this period because the wells were operated as 125
avove the calculated deliverability for the pool. Therefore, we
see here in blue line orobably the straightest and flatest ororati
curve that will ever be drawn in the Basin, because every well had
to produce at 1125, of its calculated deliverability if the pro-

duction had been distriovted amons the wells according to their

This in itself with Ballard demonstrates to me that proration

in the fallard Pictured Cliffs Pool is considerably overdue. Unde

to produce, and somewnat more consistent load factor. As a matter

On the risht hand side of this graph as I pnreviously stated,

is the same information for area i which is the southwest part of

Ehe

?

1

proration we should have a demand less than the ability of the wells

of fact, under real proration and production according to allowablgs,

STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691

DEARNLEY-MEIER AND ASSOCIATES




116

. This covers the samc neriod of time, lir., Utz?

A uixaetly. Acain, the drain curves indicate load factors {on

[331Y

’ineline 4. ‘The load, acain, in the lower deliverability rau-es,

3

we have some discrepancies. as a matter of fact, they ranse fron

2

92 |

Joad factor un to as hirh as 15.2. 7wt 1 leel surc tihc 15.2

4 >

load Tactor is a bad deliverability test,

Then in the range above 100 1L you will note that the load
Tactors for Pineline 4 arc considerably more consistent in this
vrorated nosl than they were over in baliard., The Pipelinc
load Tactors arc shown by the shotrmun pattern of red dots. These
are individual well load factors. They seecin to group themseclves
in this particuvlar area here rancsing from .43 to as hish as 1.25,
which is considerably rnore consistent than the oncs showm in Eallapd.

You will also note that I have showm anrn averase six months nrd-

ration curve on daily basis for the period preceeding, This 1ittl]

[¢)

1

horizontal portion of the cvrve is the marginal wells, And mar-
ginal wells, because the demand is higher than the, or the calculated

deliverability ratker, calculated allowable, I will =et it soon,

(o

is greater than the well's ability to oroduce. Therefore, the wel
is ~ziven a hundred nercent oi its ability to produce., That is itg

calculated ability to produce.

[

S0, the straisht line indicates the marginal wells, and vou wijll

v ~

note the sling, the curve slings down sharply and levels off as tHe

1

deliverability of the wells increcased., 7This, of course, is due tg
rore veicht veing siven to deliverability than is to acrease.

r

Tou note further that this grouping of load factors is somewhat

above the averare nroration curve. <“his is due to the fact that

these wells were prodiuced, overproduced, that is vroduced above
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their, the wells as a ~roup werce nroduced somewhat above their
allowalles.

is a matter of fact, the wells in this area overproducced above
their allowables 131, a little over 131 million cubic fect of ~as
for the six month period. This accounts for the fact this srounin:
of wells and load factors is somevhat above the proration curve.
llad they produced in accordance with their allowables, these load
factors would have fallen very close to the proration curve.

In this area the Pineline i had an avera~e load factor for th
neriod of 1.C6. Pipeline I had a load factor of .7&L. Pivcline

3

. operated at a load factor of, 2&, load factor higher than
Pipeline A, Avera~e line pressurc to take this vroduction for
Pipeline A was 186 miles per square inch. [Pipeline ' was 206¢
pounds, an avera~e pressurc in the pool for the period, or in this
arca for the period of 223 nounds. This is not a hisgh pipelinc
nressure.

Comparing the I'ulcher-Xutz area with the Ballard area, we have
a load factor for the Ballard arca for this period of 1.25. lor
Area A we have an average load factor of ,922. 1In other words,
this area here, in spite of the fact it was produced substantially
above it's allowables, had an averase load factor of 20,5 above
the Dallard Pictured Cliffs.

If Area A had been produced more in line with its allowables,
the difference in load factors betwecen the two areas would have

been substantially hirher duc to the overnroduction. This conditipn

]

st unless these two areas are placed in one nool, or

e

7ill pers
the denand for btoth pools distributed to each pool in their relatipn

to each pool's acrea~e and deliverability bears to total acreasge apd
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deliverability for bLoth »ools.
wow, 1 know 1 am ~oin~ to be auestioned as to whether this is
le<al or not. I dou't Imow. I am dust showine the Conmission wha

hannencd.

L1 Did these wells prod - cec accordine te the proration schedule

A o, They were produced above potential of their allowables
that is takine the sroup as an averare. I believe that states ny
conclusion for uxhibit 6.

Q@ I would like to call your attention to what is marled Conmi
sion's oxhibit 7. as this exhibit premared by vou, iir. Utz?

A Yes, it was,

@ ould you state, pleasc, exactly what the ixhibit llo. 7
represents?

A Gxnibit Jlo. 7 is amain a mraph wnhich shows the allowable
versus deliverability allowable, beinsg on the vertical scale, delil
ability asain beins on the horizontal scale, as the demands werec f
the Fulcher-kutz and Area 3, and as the allocation was durinen the
month of iarch, The demand for fallard was bhased on what Ballard
actually produced, durine the month of lLarch,

The 45 de=ree slope down at the lower left hand corner of the
~raph arzain indicates the marginal wells. ‘here the curve breaks

from this point is what we term as the breaking voint. All wells

under the breaking noint reccivin~g a hundred percent deliveravilit

If Tallard had been nroratin~ it durin< the month of l.arch, 1959,
in accordance to the production that was actually produced frem

»

Ver -

oy
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-allard, the proration curve weuld have looked like the sreen line

In other words, the brealidn~s noint would have bteen somethine 1Bl
136¢. i well of a thousand deliverabiility would have received aboufs
54C (08 allowable per day. The well with the deliverability ol
2,0C0 .G wonld have received about 9CC IiCF per day. ind so on up
the scale.

ilow, let's look at what the allowables were in the Fulcher-
Kutz Pool, that is the whole Fulcher-ikutz Pool, including this arcp
clear down to the green area, for the same period based on the
demand that was actually allocated to Fulcher-riutz Pool, 'ie have
a breakinm point of something lilke 24 :1CF., Ve have a well with a
thiousand deliverability receiving an allowable of about 90 L.CF
ner day. e have a well with 1500 IiCF deliveratility receiving
allcwable of about 130 .iCI per day.

During the same month, based on iallard's production, a well
with 1500 ICF per day deliverability would have received an allow-
able of about 780 I:iLF, gquite a difference. The Fulcher-Kutz Pool
is flat and this is caused by the demand being considerably lower
ratio to pool's deliverability than Ballard. The nearer wc get to
a demand, or nearer the demand gets to the actual deliverability
of a vool, the hisher the breakins point becomes and the steeper
the prorated well curve becomes. Jo, eventually you arrive at a

L5 decoree curve which is based strictly on deliverability.

+—

ilow, during the month of l.arch if we had been prorating ulche
Xutz as a whole, Pallard as a whole, including Area B, the South
Clanco, we wanted to leave or at least some neople wanted to leave+

the proration curve would have loolied exactly like the brown curvej

in other words, the area as a whole would have received slishtly less
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allowable in accordance to the individual well's deliverability.

N

\ 4s a natter of comparison, a well with a thousand deliverabilj

wouvld have received 450 i, 90 i.CF per day less than Ballard
would have, had it been pnrorated separately. A well with 1500 [.Ch
deliverability would have received an allowable of 650 LCY, or
130 iiCl" less than the same size well in Pallard had it been pro-
rated separately.

low, if we had forrotten about Area E and prorated tulcher-
Kutz, includine Area A and Ballard Pictured Cliffs, Area €, the
nroration curve would have loolied like the ~reen line. Very littl
difference from including Arca B. In other words, if these nools
were combined, had been prorated on the basis of llarch allocations
and rallard nroductions,; the proration curve would have been sub-
stantially higher than and steeper than the Ifulcher-Kutz curve

alone, with not very much less than the lallard proration curve.

with an average daily demand of 36,892 for the pool. The load

L
h+}

ability of 12,159

SRS 5 F

The pool operated 2t 2 401

below what Ballard would have operated at had it been prorated.
have had a demand of 54,267 as compared to a total deliverability
includineg Area B wit the Fulcher-llutz and Ballard, the daily

avera=e daily demand would have been 55,760 and a total pool daily]

deliverability of 106,895, or a load factor, or would have operatg

In this study therc were 76 wells included in the Pallard study

ifutz Pool alone, it's this blue curve, there were 320 wells with an

The Fulcher-Xutz, Ballard combination, or the sreen curve, woyld

of 103,072, or it would have operated at a load factor of .52. I

ty

factor that Ballard would have had to onerate at was .61l. In I'uldher-

averase daily demand for the pool of 16,864, and a total vpool deliver-
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at a loeoad factor of .52,

.o, br combininr thesc two nools, thesc wells would have t9
onerate at an averare load factor of .52. This is not unrecasonabl
in view of the fact that during a six month period, thec sane
veriod for which :2xhibit 6 shows, that the Aztec Pool actually ope
ated at a load factor of .54 with an averare per well deliverabili
of 222. 'That is about 2,, hisher on actual nerformance basis than
sallard, than the combined allard and fulcher-iutz and Arca 3
vrould have had to operate.

The Sonth Blanco Pictured Cliffs Pool operated at an average
lecad factor during this six months period of .58. The average wel
in South I’lanco only had a deliverability of 281 IiCF per day, whic
is only about 20 ICF higher than the average well for the combina-
tion of Fulcher-iutz, Pallard and Area A -- Area B, I am sorry.
The point I make in this commarison, is that as far as the ability
of the wells to produce by a combining of pools, it is reasonable,
because we have had pools that overated at somewhat higher load
factor over a six month period when the demand was probably lower
than it was in the month of iarch. I used iarch tecavse i1 feel
that liarch is an average month, and these curves shown an averare
condition,

As a matter of fact, the average nominations for the six nonth
neriod of February lst to dusust the 1lst, 1956, avera<e 16,867 for
Fulcher-rutz, and the curve demand I used for this curve here was
16,5884, Therefore, how Fulcher-ilutz would undoubtedly operate dur
in~ the first proration period of 1956, is very similar to this
curve shown here.

Ty combining Fulcher-iutz and Ballard, the allowable will be

84
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much nore ratavle and consistent than they have been, in an areca
wiiich 1 believe that ixr. Arnold has showm to be a common source
of sunnly, To prorate these arcas to~ether is not unreasonable
{for the reason that I have shown by the difference in load lactord
in nv previous staterment, and I would recommend that the Commissid
seriously consider combining Zallard and Fulcher-Iutz in order to
nrohibit the inequality or non-ratable take between ireca A and
irea G,

We may not be able to nrove conclusively there is communica-
tion across that area, but by the time we did prove it, it should
be 10 or 15 years down the line, one of these areas is =oin~ to
have more pgas, probably roing to have more cas produced than thein
allowables would warrant, and I don't believe I need to make a
point of the fact that after the gas is produced, it's darn sure
there's nobody goincg to be able to put it back in there and say,
UYou <ot gypped, I think you should have rore -as”,

As far as Area I is concerned, I don't linow whether it couvld

be included with these arceas or not. I do know that there is cons
tinuous production in this portion, Section 26 and 36 and 35 and é
north, 9 west, between the Ballard Pictured Cliffs Pool is now
designated, and Area I, And I have no doubt but vwhat there will Y
more wells in this so-called no man's land between these two areas
which will make oroduction continuous across this area, As to
whether they are connected with the other area, I hesitate to maksg
any rccommendation. That is all I have,

iZ. GURLsY: I would like to move at this time, if it pleag
the Commission, admission of .xhibits 5, 6 and 7.

ill. PORTSER: Any objection to admittance of these exhibits%

7
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Thov will be admitted.

(Re GURLAY: That's allwe have.

HOVRIIOR €I13°5:  Let me ask you mentlemen, do you anticinat
the cross examination of (r. Uitz will be pretty extensive?

1. WOODWARB: Yes, it will,

GOVJIRUOR SIizs: Fine, I don't want to be not attentive
to my duties, but I have to set back and =zet some lon~ distance
calls and I will be happy for you to so along without me., This ig
very interesting to me, but I don't want to delay the oroceedings/
It is twenty minutes to five by my watch and I have got some calld
to make and with your leave, I will oo on back then and if it goc$
over until tomorrow I will hcar some more of it, and if not, I wil
cet briefed on it later.

{Discussion off the record.)

(\hereupon, Governor Simms leaves the hearing room. )
1mR. PORTSR: Are there any questions of lir. Utz?
tR. AlIKILH: I just want to clarify one noint.

CROSS XAl JiIATION

By iR, ANEIL:

Q ir. Utz, you were sneaking of the load factors in the
Ballard durins this last six months of 1955 and the load factors j
ulcher~-tutz, 1 believe vou indicated the load factor in the
Zallard Pool, the averase load factor was lower than Fulcher, von
meant the opposite, didn't vou?

A If I indicated that, it was certainly an error. “he load
factor in Ballard is 1.125. The averace load factor in the area
is .922.

0 Jo the load factor in the Dallard area is hisher than in

Z

¢

1

n
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the MFulcher-lutz, or Area AY
A Dy about 20,
Q I just wanted to clarify the record because I belicve vou

indicated the other wayv.

A Thank you.
LR. PORTsR: Anyone else?
I'R. VWOODRUFF: I have some questions.

4l. /OODRUFE:

Q I think you said the load factor in average daily productign
to calculatins the deliverability of the well by the test required
by the Commission is a percentare relationship?

A It is a percentare relationshin between actual production
and calculated deliverability, yes, sir.

Q vidently in the Dallard Pictvred Cliffs Pool the actual
producing capacity of the wells on the averare are in excess of the
calculated deliverability capacity of the well, is that correct?

A iould you run that one by again, please?

3 In the Ballard Pictured Cliff Pool the actual producing
capacity apparently on most of the wells is greater than the

i 14 i ’ ) A~ ~ | PN R
deliverability which you have nlotted here, isn

t that correct?

A I think that depends entirely on what line pressure those
wells produced at. ‘hen you speak of ability to produce, :r. ‘ood-
ruff, you necessarily have to take into consideration what back
pressure that well has to produce against.

% ir. Utz, isn't it true that the exhibited productive abvilifyly
of thess wells has shown they arc capavle of producing at .12 timgs
what vou have vlotted on the ~ranh?

A At a lower, substantially lower back pressure than the
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calculated deliverabilitvy.

7 dssuming, lLir. Utz, that the oblisation in the nool that
wasn't nrorated, was to prodvce the contractual obligation, and
assuning that the contractual oblisation was based on deliverabililty,

would it then be abnormal to assume with the prodncing ability beijn

A

sreater than the calculated deliverability plotted herc, that nro-
dnction weuld and could exceed the amount of mas which you might
expect the wells to produce under proration?

A Uell, that would depvend on what you say the ability to pro-
duce is. low, I would like, before I answer your question, 1
would like for you to say what the ability to produce is for a weﬂl.
Is it the back nressure, the deliverability pressure, or 507, of
the seven dav shutin pressure, or is it at some other back pressure?

Q Well, in answering your question --

A {(Interrunting) It has to be.
0 Are vou referrine to deliverability into a pipeline?
A Pardon,

) Are you referrins in your question, asking me to define de+
liverability, a deliverability into pipeline?

A I am asking you to clarily to me so 1 can answer Yyour
question what you mean by ability to produce.

Q The ability to produce would be the capability of the well
to produce against existinz line pressure.

A  That beins the case, and since the wells produced during
this period at a back pressvre substantially below the calculated
deliverability pressure, or the deliverability pressure for the ngol
as calculated, by that I mean 50,> of the averasge shutin pressure,

seven day averase shutin pressure, it would be possible to producg
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at a rate hisher than the calcenlated deliverability,

would be an abnormal aspect?

tractual obligation.

you that aquestion to explain that.

order to fulfill your contractual oblications.

here an outline of your <xhibit ilo. 5 and compared it with what

allowable it would have received considering the whole Pictured

Pool?

A Uhich oxhibit were vou referring to?

considering the whole pool under nroration.

£ Tor the period showm on .xhibit 6, is it?

Q. Rignt.

wells would have received under proration of the whole Fulcher-
Pool, is that correct?

A  that is ri~nt.

% Is it true, durin< this period of time, that allowables

ey

- i If vour contractual obli~ation were to require that this
&  Your contractual relations with your operations, I don't

tuink, has any bearin~ as far as what we should have done in the

of proration. I don't belicve the Sormission can prorate on con-

Q I am asking you the reason for what you find here and ask

A In the absence of nroration, I think probably you werc in

Cliff Pool, is that correct, the whole Fulcher-Kutz Pictured Clifils

@ I am referrins to the Fulcher-iutz portion, sxhibit &, and
ask you if you compare the vnreducin~, the production of the wells

in Area A with the allowable which the wells would have received

A  In other words, the blue line is the allowable which those

3z

1y

Q@ Going to the [ulcher-Kutz Pictured Cliff Pool, vou have taljen
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verce assirmned to wells in many instances in excess of their pro-

ducin~ canacity?

Voodruff, because the wells, the averase group of wells in that

area nroduced above their allowabvle.

A

Q

In this ©ulcher-tutsz Area?

105

Taling, the area as a whole, I don't believe that is true, .

./as therc not a considerable portion of the total vwool dengnd

accrued to wells in the pool which didn't have the producing abilijy

to produce that demand?

of the

narcinal wells accruved substantial amounts of underage.

A

PN

A
a

Q

their

wells

after

undzercrue underproduction?

iy

Lt

ability to produce is.

A

iere seems to be considerable differcnces in opinion as to what

>
i

]

1I"2S .

htd

You are speakins primarily of the wells in the north nart
Pulcher-iutz?

m

Ifhat is right.

During this period I believe that would be true, yes. Thos

¢}

Do the rules provide that the wells would be restricted to
actunal producins ability and any underate accumulated to thogse
would be redistributed to the other wells in the nool, or

having been restricted to their deliverability, would not
I think we have rone into this before off the witness stand,.
Iir, Utz --
"o one person ability to produce is against existing line

Do the rules provide, as 1 asled?

1"r

Yes, they do, but there is still the question as to vnat
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deliverability to »nroduce is.

. assming, ir. utz, that a number of the wells accrued undey
nroduction, which it was anticipated would be redistributed nnder
the provisions of the rules. dssuming that the pineline commany
in order to meet the total marlket demand expressed for the arca
produced from those wells that could produce that nuch demand in
excess of their current allowables, considerins that the portion
of the market demand allocated to thosc wells that couvldn't rake j
would be redistributed, then do you anticinate that you would show
a condition sufficient on .xhibit & for the Fulcher-Kutz Pool?

4 I the wells accunulating underase had been producing ansain
a back pressure comparable to the wells in this area, and also
assuning that those wells were leflt open twenty-four hours a day
every day during the proration period, I would say that the answery
would be yes to your question,

Q llow, those wells in #Area & in the Fulcher-Kutz Pool are for
the most part better wells, are they not?

i Yes,

G So that were that condition to exist, you would expect the
production from those wells to exceced that which would be allowed
during the period shown on your ..xhibit ilo. 67

A  Under the conditions I stated in my previous answver, ves.

e

low, since that time has that accumulated under production
to wells which were determined to be marginal wells be redistribug
to the other wells in the pool?

A It will not be distributed until the {irst of Aupgust.

Y oy

{1 Should the undernroduction then te redistributed, the alloy

for those wells that could nroduce there at market demand will be

st

ca

able
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in excess of that shown by vour blue line cn uxhibit 67

A The allowable that could not have been produced and also
the allowable that might could have been produced, will be dis-
tributed amonc these wells.

Q  And would result then in a blue line if plotted at that
time, more nearly in line with the actual production taken from
thosc wells as indicated by the dots and lines for the Fulcher-iuf

T 7

¥ield on your uxhibit ilo. O

-

A Yes, for this arca it would -- well, now, let's see, yecs, |
belicve it would raise the curve somewhat.

Q@ Ilir. Utz, on uxhibit llo. 6 amain, if for the Ballard Pool,
approximately say half a dozen of the wells which you have plotted
load factors versus deliverability for that si:t month period
were taken off, would it not be trve that the fluctuation in load
factors and averarse load factor would be more nearly equal for thg
two pools?

A I don't quite follow you, l.r. lioodruff.

Q Let me restate it in a different manner. Assuming that
we took the wells off that were pliotted for the Lallard Pictured
Cliff Yools above 1.6 load factor, would the fluctuation of your
load factor curves then in the two pools be almost identical in
variation of load factor?

A If that groun of wells which was above 1.6, I believe you
had your pencil, was retested, and we had actual deliverability,
or ability to nroduce calculated ability to vroduce, they would 14

farther to the right on the granh and nrobably fall closer in ling

TeS.

o

PN

% You know whether any of these wells were actunally reworked

l

11
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after the Initial deliverabilit) test so as to be the possible reds

s .

for the severe load factor cxhivited here?

i If they were, we have no record of it, and if they were
they had no deliverability tests submitited to us.

¢ dctually, thouch, from the cenditions exhibited herc, very
likely the condition of the well has evidenced some chance from
that condition at the time the deliverability test was taken?

4 You must take into consideration too, Iir. Voodruff, that

these wells operated at an avera~e line pressure substantially below

L B

the deliverability pressure, calculated deliverability pressure.
Therefore, their production would have been higher than their cal-
culated deliverability which is substantiated by the blue curve.
IR, WOODWARD: 1If the Commission please. This matter has
sotten considerably out side the area of my understanding. I am
sure that the witness and i.r. ‘Joodruff know what they are talking
about. 1 don't. I am not sure from what the small part of this
diccussion I have absorbed whether under the statute some of thesa
considerations are relevant or whether the conclusions that have
been drawm have been btased on valid or invalid considerations,

e o = Y L 0N -=

iat we can possibly understand that is either throud
a very lensthy process of cross examination at this time, wnich
T anm afraid would not be concluded vefore the Commission adjourned
or through further study of this matter with the idea if necessary
of putting on some testimony to investigate the matter further
if is =iven a relevant consideration. I realise that other peonlg
perhans have business elscwherc and would like to leave, but this
is a matter to which the Commission has devoted two days and it

seens like an understandinc~ of this situation here by all dircctly
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concerned is essential. I would, therefore, move the Commission
to continve this matter until tonorrow rornings in order to ~ive ug
an onportinity to study the testimony that has been csiven and tiwe
cxthibits and nossibly prepare sone additional testimony with the
idea of fully investipating this ratter.

A  lay I ask one question?

P2l PORTsR:  Yes.

A Are yvou attempting to discredit the actualities snown, the
information shown on uixhibit 6 and 7 as information not vresented
to the Commission?

1. VOODVWARD: Ho, indeed we are not trying to discredit
anything, Ve would like to understand first the assumption which
micht have been made the basis on which these various exhibits
have becen prevared, and what they nurport to show, and to investid
rate the relation to the statute, the relevancy of certain develod
ments which are indicated here. I could clarify, and it would
require some discussion and some quoting of scrintures here what
we mean as to the relevancr of the matter. I don't think there wq
be any usefnl purpose served by «oing into that now. I thinlt the

chances are that we would probably need additional time. 1 thin!

ry

probably the whole vproceedins would be facilitated by continuing
this thins until tomorrow, two dars having heen contemplated heres

This is an unexpected development that seems to me goes to thg
entire heart of the mechanics of proration., It goes far beyond th
engineering and geolosical guestion as to the connection of the t
vools. ‘e are talking about a vroracion problem and intimating th
that proration problem might be solved by making some engineering

determination in ~rouninf~ these fields together, quite obviously

uld

jC
O
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under the statute, the Commission is required to consider common
sources as secparate. They have considerable latitude, of coursec,
in delineating them. But the fact that separation may produce cej
tain results is not necessarily a basis for consolidation for theg
results are inevitable under any proration plan, and are contemnlg
by the statute.

It is nice to know what happens, but I am not sure that would
serve as a basis for delincating the pools. That, in essence, is
one thing we would like to investisate, but far more from a tine
consumpntion standpoint, I thinli a very careful study of tnis matt%
is in order because it does o to the heart of proration. If we
are all off on the wrong foot herc, I think we ousht to know abouf
it. If we are not following the statute, we ought to know about j
If these thinqgs are inevitable in any proration plan, we ousiht to
Xnow about it., I don't think it is a matter that should be sgttld
out of nand. I don't know how many of the peopnle assembled underd
stand the questions and answers that have been asked and madec.
Frankly, I don't.

IR. PORTER: 1Is there any objection to ir. VWoodward's mnotig
that this case be continued until tomorrow morning? If that is
agreeable, we will recess and continue in the morning at nine

o'clocl.

c
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MORNING SESSION, TUESDAY, JUNE 13, 1956

MR. PORTER: The meeting will come to order, please,

Mr, Webd?

MR. WEBB: If it please the Commission, we would like to at
this time except: to the entire body of Mr, Utz?* testimony on dir-
ect examination, for the reason that we believe that approximately
ninety~five per cent of the testimony vas immaterial, irrelevant
entirely foreign and non-germane to the primary issues involved in
the call of this Hearing and properly before this Commission,

The testimony of Mr, Utz to wvhich we object was that portior
thereof which attempted, through the demonstration of certain eco~
nomic facts and circumstances, to justify a consolidation of the
Fulcher Kutz and Ballard-Pictured Cliff Pool. Ve believe that hic
testimony was singularly lacking in any basis or cause for this
consolidation other than the economic factors, The same did not
consider either engineering or geological rezsons or necessities
therefore.

We believe that Mr, Utz has attempted in these graphs to
compare one pool,which during the period of comparison was prorateq
with a pool whieh during the period of comparison was not prorated,
and that in so doing you:are cemparing apples with oranges, Or haé
invited the Commission to coﬁpare apples with oranges.

Secondly, the wells in the Fulcher Kutz area as distinguish-
ed from the Ballard area were completed under vastly different and
divergent completion practices, The wells in one area are operated
by an entirely different group of operators with vastly divergent

aims and economic objectives, which we believe makes the comparison
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of the two areas vastly unfair and irrelevant to the issues here
involved,

Fourthly, the primary portion of the gas from one field is
taken by a pipeline carrier, whose market demands and contract ob-
ligations are vastly different from the primary pipeline outlet
in the other area, and therefore, a comparison of their allowablesP

deliverabilities, leoad factors, is not germane here.

Lastly, one of the areas which was the subject of comparison

wvas in a state of 'lush virgin production, while the preduction in

the other area was in a state of semi~sterility insofar as the prof

ductive life of that particular pool is involved.
In short we do not believe that it is the subject of an

apt comparison to compare areas where the only comparable, or

only similar feature about them is that they both produce gas which

will burn, and which will ultimately find its way to the burner
tip - in . Albuguerque or Los Angeles or Seattle or elsewhere.

It is our contention that the testimony of Mr. Utz was in-
spired by and was directed toward a situation which was created
through no fault of the Commission, through no fault of the operat
ors, through no fault of the pipeline carriers; but which was pri-
marily caused by the discovery in a comparatively recent period
of time, of a lush field of rew production which had theretofore
been untapped and which during the period of comparison was not
prorated but wvhich we have recommended be prorated on the same

basis as the other areas involved.

We believe that the problem which Mr., Utz has sought to sol[

by merely throwing it together can best_be solved by the applicati

e

n
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of the Conservation Statutes of this State, and the proration of
both pools, as we believe all of the credible testimony heretofore
introduced has demonstrated are separate pools.

The problem involved is one of application of the Conserva-
tion Laws of the state, If the Conservation Laws do not permit or
make some unfairness impossible to get around, it is not the pro-
per function of this Commission to atiempt to circumvent those
laws by throwing hedge-podge, two pools together which are not one
pool,

We believe that all Mr, Utz? testimony was directed at a
circumvention of the Conservatibn Laws of the state, and that the
primary inquiry of this Hearing is whether or not these pools are
in fact separate, and not inquire into how best to adjust certain
economic disparities between the areas.,

For that reason we respectfully urge the Commission to dis-
regard and hold as immaterial and irrelevant all of Mr, Utz® testi+
mony heretcocfore introduced,

MR, GURLEY: May I make ¢ statement, I would like to call the
attention of the Commission in the call of the Hearing matters to
be ceonsidered in the above styled case will pertain to gas well
spacing and gas well allowables, gas proration units and related
matters,

It is our féeling that Mr. Utz? testimony is definitely
within the call of the Hearing and at this time I would like to
call upon him to explain te the Commission precisely what he is
attempting to show by his testimony.

GOVERNOR SIMMS: I think we ought to rule on Mr. Webb!s motion;
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Mr, Webb, as [ understand your objection, it*s first, that

Mr., Utz? testimony was not germane because it is a pure 2conomic
argument rather than ene based on the engineering and the geolozi-
cal features of the delineation of the pool.

I understand secondly, that you don®t think that the things
he presented as such are proper comparisons for the reasons you
stated,

I think very possibly that not only is this within the call
of the requirement of the Hearing but I think that you opened up
the economic question with Mr, Greer, who was your witness, and I
will say further than that, that as far as I am concerned the
exonomic factor is of great importance, We are interested in it,
I think all ¢f you are.,

I think it is proper although I might have sounded technical
on my ruling to Mr, Greiner, in telling him on bringing it out
on cross examination he was attacking the credibility of his own
witness.

Insofar as it not being a proper comparison, I believe this
is expert testimony that the Commission is at liberty to take all
of it or reject all of it, so you are protected, It is the feeling
of the Commission that your motion should be overruled, and your
objoetion will be noted in the record and we will go on.

MR, WEBB: If you will note my exception.

GOVERNOR SIMMS: It will be noted,

MR. WEBB: 1In considering the cross examination of Mr., Utz by
Mr. Woodruff, which will surely follow i you keep those factors

in mind, I think the Commission is not entirely capable of keeping
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all factors in mind., We would like to note specifically that poinr,
l ) S0 we can argue it on final argument.

GOVERNOR SIMMS: It will be noted and it is my feeling that
during the course of this Hearing that anyone could have examined
Al Greer extensively about economics, or Mr. Utz, because they
have both gome into it on their direct testimony and cortainly they
could cross examine Mr. Arnold about it, but I dont®*t think they
could cross examine him and attack his credibility when he said
nothing about it on direct, Ve will give you wide latitude in you

T

cross examination.

MR. GURLEY: If it is agreeable with opposing counsel I would
like Mr, Utz to explain again wvhat he is attempting to show by his
testimony.

Is that agreeable with you gentlemen?
MR. WALKER: Are you going to give the same testimony you did

yesterday?

MR. UTZ: No, I am going to explain very, very briefly my
point in presenting this testimony., Also, make a couple of cor-~
rections,

GOVERNOR SIMMS: Does this, Mr. Utz, tend to show why you thin*
this evidence means something, why you preseéented it this way? I
am not clear,exactly,on what Mr. Gurley wants to bring out now.

What is this again, Mr. Gurley?

MR, GURLEY: We‘feel we can expedite this thing by getting it
clear in the minds of everyone concerned, just what this testimony
is brought forth to prove. It seems to be the general consensus

it would help them considerably.
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MR, WOODWARD: I think it would undoubtedly clarify matters.

As I understand Mr, Utz? testimony the other day it was not for the
purpose of showing whether separation did or did not exist in factl
It, in his opinion, indicated the conditions that had existed in
these two areas during the past six months, separated or delineatefl
as separate pools,

GOVERNOR SIMMS: The economic reasons for combining them for
proration, regardless of whether the engineer data backs it up or
not?

MR, WOODWARD: I don®*t know whether his purpose gnes that far
or not, or vwhether he is simply indicating what the consequences
are. We have a factual question before us which must be doternine?,
of course, on the basis of the record and the facts that are in-
troduced.

Obviously that factual determination becomes more important
as the risk of prejudice.is involved, and it doesnt*t tend to prove
or disprove a fact, as far as I ean understand, It may indicate
the consequences of a mis~indication,

GOVERNOR SIMMS: Go ahead, Mr, Utz,

MR, UTZ: First, my point in showing the graph shown on Exhibit
6, left hand side, was to show the need of proration in the
Ballard-Pictured Cliff Pool. I would like to go a little farther
with it if I may.

The red load factors which were shown there for pipeline 'BL,
I discovered last night are only for a peried of from two tc four

weeks during this period, however, and they may not be as represeny

L]

tative of all actual producing conditions for that four or five
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veeks as they are now during the first months of this year. I
don®*t know what that condition is. I have not studied it., I
rather doubt that it has changed substantially, but it may have,

Therefore, the Commission may not want to censider the red
iocad or shown on this curve at all. I wouldn®t complain if
they didn®t, but even without it the green load factors as shown
for pipeline "A" substautially show variation in load factors vhic¢
should be remedied by proration,

The second purpose in presenting the testimony was to show
the history of how those two areas had been produced to adjacent
areas, One, of course, under production, one under proration, one
not under proration, I have no reason io believe that the produc-
tive history of Ballard-Pictured Cliff will not be earried on in t#e
future in nominations, I have no reason to believe that they will
even under proration, that they will even nominate any less,

Therefore, I have taken the only avenue available and that
is past production history, to show that there has been, the way
they have been produced, a discrepancy in takes between two adja~-
cent areas, And, also, to show that it could well go on in the
future unless something is done about it.

One correction I would like to make on Exhibit 7, this
curve for Fulcher Kutz here was based on March allccation. The
figure was somevhat erroneous due to a large amount of under pro-
duction in January due to over allocation, inadvertent over al~
location, Therefore, the demand for March was considerably lower
than the actual production. So this curve is probably, well, it

is erronecous as far as the average conditions for the first four
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months of this year is concerned. The actual curve based on actua]
production from January through May would fall right along this
area here. The breaking point would net change due to the large
number of marginal wells in the Fulcher Kutz Pool, but this curve
would swing up considerably and steepen, and be almost parallel
with the Ballard in the same peried.

The load factor for the first four months would be substan-
tially higher than this curve would indicate but there would still
be a seven per cent difference between the two pools, This condi~
tion has only been current during 1956,

As I shoved yesterday, the same areas or the sawe pool in
1935, the last five months only had a load factor of .42, while it
now has a load factor of .54, The situation has improved in this
in 1956,

GOYERNOR SIMMS: Mr., Utz, let me clarify something in my own
mind, At the end of your direct testimony yesterday afternoon did

you say substantially or in words to this effect, that you were

I

recommending to the Commission or asking the Commissiorn to considej
the combining of these pools for proration purposes, regardless of
whether you were in a position to prove the separation or the non-
separation from an engineering or iechnical point of view?

MR. UTZ: Yes, I did. I recommended that they do so. I could
elaborate.

GOVERNOR SIMMS: You rather clearly took yeurself out of the
engineering field and put it on the basis of the desirability of
prorationing, regardless of the engineering factors?

MR, UTZ: That is right,in order to protect correlative rights across
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the area. To elaborate a little bit on that, if we do have separaj
tion across that area, I doubt that it has been proven one way or
the other, but if we do have separation across this area and the
wvhole area is allocated together, the only harm that can come to
the people in Ballard-Pictured Cliff is that their allowables will
be cut slightly.

If there is no communication across this area then the gas
is going tc¢ be there when they want to take it., If on the other
hand we leave the area separate and it comes to the fact that ther?
is communication across the area, thern we are going to have just
the condition that I presented here wvhere you could likely have
unless the condition is corrected, unless the load factors are
the same in this pool as they would be in this pool, then somebody
is going to get hurt in one of the two areas by drainage.

MR. GURLEY: There are two, same two pipeline companies in bot?
areas, is that correct?

MR, UTZ: That is correct, yes,

GOVYERNOR SIMMS: We are all sitting down close to the front,
do you need the microphone?

MR. WOODWARD: John Woodward, representing E1 Paso Natural Gas
Company. Since last night I have gotten educated a little bit.
Enough to ask some gquestions, maybe,

I would like to go over each of these exhibits and ask Mr,
Utz if he will again explain what his various points in curves
represent,

CROSS EXAMINATION (Continued)
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BY: MR, WOODVARD:

Q@ As I understand it, Mr. Utz, this green line and the green
points represent wells to wvhich pipeline “A" is connected, is
that correct?

A That is correct. '

Q@ Now, the pesition of the green points on the graph are the
load factors for these wells during a six months period?

The average load factor.

The average load factor?

> o »

That is correct,

Q Now, this load factor measures the relationship between the
actual production of the well and what the well was supposed to be
able to produce on its calculated deliverability, is that correct?

A That is correct, |

Q Ve have here in the Ballard an unprorated pool, a bigger
spread between the load factors and the calculated deliverabilitie#
than we have over here in Fulcher Kutz, which is a prorated field?

A That is correct. Yes, sir.

Q@ That comparison leads you to believe that Ballard should be
prorated?

A That is right.

@ And that is all this 1ﬁdicates?

A Yes, sir,

Q@ The only purpose of this exhibit is to indicate that this
spread, through the fixing of allowables would tend, or that this
spread will be reduced through a tixing of allowables for Ballard?

A Yes, sir,
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Q@ Now, in Fulcher Kutz, which is a prorated field, it also
shows a discrepancy here in the actual production and the caleulat;
ed deliverability?

A Yes, it does.

Q All right, now what are some of the reasens iy the well is
capable of prsducing substantially more than its calculated de-~
liverability?

A VYariations of line pressure is one reason. The way a well
is tested is one reason; to explain that a little bit, an operator
may take a great deal of pains in testing a well to get a good
deliverability test, then he may go home and sit in his rocking
chair the rest of the year and let the well produce logged up with
water half the time., When that happens the well will not produce
at its most efficient rate and the load factor will certainly vary

Q@ So there are at least three conditions that would explain
the variation in load factor, The initial deliverability or the
celeculated deliverability may be incorrect?

A It is a possibility, it is not a definite possibility., I
would say there is not very much of that.

Q That is a small possibility?

A That is right.

Q The operator, through his operation, may be responsible for
the fact that the well is not prodncihg its calculated deliver~
ablility?

A That is certainly correct and I think it has happeuned,

Q It would not acecount for a production above the delivere

ability if he was not diligent, would it?

4
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A Low line pressures or incorrect deliverability would causse
that,

Q In other words, these points above your proration line here
are accountable by reason of either low line pressure or an incor-
rect computation of the deliverability?

A Could be.

Q This load factor, you feel is a measure of whether the

wells in the various pools and possibly between pecls, are receivimng

their fair share of the market, is that ecorrect?

A 1 think it is a very good indieation.

Q Recognizing that it is a variable, or that it is subject to
variations by reason of di“ferent line pressures and different
deliverability calculations’

A Yes,

Q It is subject -~-

A (Interrupting) It is subject to that. However, we are pros
rating on calculated deliverability.

Q@ VWe realize that, but so tar as the load factor is cencerned
is an indieation of prejudice or not or of equity here, it is
sub ject to variations brought about through differene¢es in line
pressure and through the inevitable mistakes that creep into any
calculation?

A That is right.

Q Turning to Exhibit No. 7, will you explain again how these
various curves were drawn for Ballard and Fulcher Kutz?

A The Ballard curve was drawn on the basis of production.

Actual production used as a demand. The breaking point was calcu~
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lated by the regular method, which I daresay you dontt want to go

into now,

Q No.

A And from this point up the balance of the demand, non-margihal
demand is allocated to the various deliverability wells in accor-
dance with the existing formula.

As I said,before, this was on allocation which I have cor-
rected and have shown a new curve based on production, which I
feel is much fairer in comparing the two areas., This curve is
calculated on the same basis that the red curve is.

Q All right, Now, the actual production then for wells of
varving deliverabilities can ba spotted on this curve to indicate
their production, their actual production, is that correct?

A VWhate«- No, sir, not the indiiianal wells actuai production,
what their share of the actual pool production should have been,

Q@ Should have been, based on the actual production and net
the allowables?

A The actual pool production.

Q As redrawn it®!s a little difficult to see here, but there
is a pencil line running here, this is the Fulcher Kutz line re-
drawn, is that correct?

A That is correct, based on production.

Q This line roughly parallels the red line at the present
time, is that correct?

A Very closely, yes, sir,

Q Does the fact that this pencil line parallels the red line

indicate that the same relationship exists between demand and
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deliverability in these two pools?

A No, eir, it doesn't, It is probably co-incidental that this

percentage of non-marginal allocation was the same as non-marginal

allocation in the Balla~d. The fact that the lines do not coincid¢

with each other or lie on top of each other indicates there is a
difference in load factors between the two bools of about seven
per cent,

Q Vell, now, if you had different demands for different
pools, would these lines ever coincide?

A No, they never would.

Q The only way that this line could coincide with the Ballard
line is to have exactly the same demand?
In relation to pool deliverability,
In relationship to your pool deliverability?

Yes, sir,

e » o »

They can bear the same relationship, however, if they para~
llel. In other words, does demand in relationship to deliverabilif
bear the same relationship as long as these lines prarallel, or
mast they coincide?

A They must coincide in order to have the same allowable load
factors.,

Q But the only way they can coincide is if you did have the
same demand for the pool?

A In relation to deliverability.

Q 1Is this variation at the present time a substantial one?

A I%d say it is probably somewhat more than it should be;

however, it isn®t extremely serious. I might add that the way it

24
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operated the last six months of last year at twelve per cent dif-
ference, I believe would eventually end up in some inequities in
the pools,

Q@ Now, the only purpose that you have introduced Exhibit 7
then, is to indicate that the, that a different :relationship betwepn
demand and deliverability exists between Ballard and Fulcaner Kutz,
or has existed?

A Vell, that is one purpose. The other purpose,of course, is
to show what would happen under the same conditions by combining
the two areas.

Q You would, of course, make a correction in your combined
curves as a result of redrawing the Fulcher Kutz line?

A Yes, sir, these two curves would fall in above, in between
these two curves and fall much closer to Ballard than they do at
the present time,

GOVERNOR SIMMS: Are there ary other guestions?

MR. WOODWARD: We have no further guestions.

GOVERNOR SI!#MS: Who is next3 Mr, Greer.

BY: MR, GREER:

Q Ve still are talking about proration and the ability of
wells to make their allowable or whether or not they produce into
the line, and I would like for us to get some very pertinent factors
clear. Now, Mr. Utz, you recognize in productien of gas along with
gas vell allowables that we have an entirely different problem than
we do with oil in this respect, the gas well has to put its gas
into a line against some operating pressure, is that not correct?

A Yes, that is quite true,
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Q@ When the producers and the pipeline companies first get to-
gether to talk about buying and selling this gas they recognize
that problem and they talk about line pressures and compression
costs, and they realize that somewhere down the line in the life of
the pool they may come to a point where they have difficulty in
getting the gas into the line, Is that not correct?

A Yes, it is, During the latter stages of pool depletion.

Q And this comparison that you have made on load factors, yon
have in the Fulcher Kutz Pool some rather old wells, have you not?
A Vell, older than they are in Ballard, I don®t know just
vhen those wells in Area “"A", when most of them iere completed, bu
I*d say any way two, three, or possibly more years ago. There has

been some recent drilling in the area, however.

Q There are some wells in the north end of Fulcher Kutz,
however, which are fifteen or twenty years old, are they not?

A Been producing since 1928,

Q Yes, Now, the reservoir pressure or the seven day pressure
of wells as we take the pressures nov in determining the deliver-
ability in that area, and part of it is on the order of three
hundred pounds, is it not?

A Yes, sir, the seven day shut-in pressures are on the order
of three hundred pounds for the nerthern area. I am not speaking
of area.

Q2 But they are wvithin the Faulcher Kutz Pool -~

A (Interrupting) That is right.

Q (Continuing) -- that we are talking about?

A Yes, sir.
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Q Now, with the shut-in pressure of three hundred pounds, the
deliverability pressure would be approximately one hundred fifty
pounds, would it not?

A Yes, sir,

2 Now, if the deliverabiltity pressure is one hundred fifty
pounds and the line pressures, say, that the wells must produce
against is two hundred pounds, what will be the relation or what
approximately would be your load factor for wells in that area?
Would it be more than one or less than one?

A It would be less than one,

Q It would be less than one. Now, there are some wells in
that area that have been assigned allowables which they cantt
make, are there not?

A I am sure there have been. There 1is considerable underage
in that area.

Q Underage has accumulated. In other words, the allowable
which was figured basically on the deliverability formula and
deliverability pressure of one hundred fifty pounds, we have some
wells that physically cannot produce that much gas into the line
at two hundred pounds, say?

A T™at is right.

Q Now, I gathered from your comparison that you would like to
have the load factors the same in beth pools, is that correct?

A Yes, I think they should be very close.

Q VWe can get the load factors the same by two ways. We might
increase the load factor in one pool or decrease it in the other,

couldn®t we?
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A That is quite right,

Q As to these old wells, the ones with the low pressures. Th{

34

only way we can increase their load factor is to reduce the line
pressure, is that not correct?

A ‘That is right. If they are operated properly.

Q 1If they are operated properly. Now, suppose that the pipe-
line company finds it economically imprsgctical or not feasible to
lover the line pressure in the low pressure pool, then in order to
bring the load factors the same we must decrease the production
from the other pool, is that not right?

A That is right.

Q It would be impossible to increase the load factor in the
low pressure pool?

A VWell, I don*t believe you are taking into consideration
when you say that a balancing period, in effect what a balancing
perioq will do is cancel the underage after it is carried for
twelve months and allocate it by formula to the non-marginal wells
in the pool. That, of course, evens out the load factor somevhat.

Q To a limited extent?

A Yes.

Q Don?t you think that is a pretty good reason to keep pools

of different pressures separated, in order to bring ine ioad raciors

the same it becomes essential to cut the production in the high
pressure pools, that in effect would reduce the total basin?s

market outlet, the total amcunt of gas that the basin could produce

if we must always compare the low pressure pool with the high pres

sure pool and cut back the high pressure pool in order to balance

DEARNLEY-MEIER AND ASSOCIATES
STENDTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691




19

load factors?

A 1If you are speaking of, for example, of the Fulcher Kutz-
Ballard thing, if the pools were separate. \

Q That is righte.

MR. WIEDERKEHR: What was that statement?

GOVERNOR SIMMS: He said, if he is speaking of the Fulcher
Kutz-Ballard, if the pools were separate.

MR. GREINER: He is testifying now that the pools were geparates

A If the pools were separate.

MR. GREINER: 1 am sorry, I missed the "if"e.

A First, in a low pressure pool which only has shut-in pres-=
sures of , in the neighborhood of three hundred pounds, I would

certainly think that the pipeline should have 2 lower pressure tha

{ two hundred pounds, if we are going to get any gas out of the

thing at allo

The under production, that is if you had a pool with, well,
with all marginal wells and then they would all be marginal wells
under those conditions, I think we should recognize that fact.
However, WwWe are talking about =2 Fulcher Kutz Pool where there are
a number of wells which have the capacity to take up that slack, o¥
take up the under production from the marginal wel}s.

I believe that in itself should keep the load factors rela~
tively high until the pool 1is beyond any help at alle I recognize
the fact that there are certain marginal welis in the basin in every
pool that the Commission cantt help, and no one else can help, God
included, and so all they can do is just produce whatever they

will produce.
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Q@ But all of these smaller wells that can®t make their allovw-
able do tend to give you a lowver load factor which you have calcul*t~
ed or would calculate for that part of the pool, either Ballard
&3 an average or between, individually?

A They would tend to if the larger wells could not take that
slack. If the pool was overdominated, all to the point to where
there were not enough good wells left in it in order to overproduce
to take up the slack of the under production; then you definitely
could have a situation that you are speaking of.

I think in considering that the load factors, in my state-
ment that the load factors should be the same, I think that should
be taken into consideration if that is the point you are making.
When the pool gets to the point you just indicated, why, certainly
I would want the Commisgsion to recognize that fact.

Q You made one statement that you thought that if the wells
had a shut-in pressure of three hundred pounds, that the pipeline
company should operate its line at less than two hundred pounds,
that is really a matter over which the Commission has no control?

A That is absclutely right, as I understand it, We can®t tel}
the pipeline how to operate the pipeline.

Q It is the problem of the pipeline company, which gives us a
very realistic problem in the production of gas in this area, is
that not right?

A Yés, that is quite true, but I don®t think that alleviates

the Commission of the obligation to calculate allowables and te

p

inform by a record, proration schedules, whatever operator®s allowy

ables should have been, whether he produces it or not.
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Q@ This principle that you have applied as to Ballard and
Fulcher Kutz of trying to balance load factors, actually would
apply in principle the way you have applied the principle to all
of the pools in the San Juan Basin regardless of their proximity,
is that correct?

A I would say it should definitely apply to all pools which
are served by the same pipeline system,

Q So, in oiher werds, if the pipeline has conneections in all
wells in the San Juan Basin, you would recommend that all the pools
be tixown together in one pool, is that what you are trying to tell
us?

A No, sir, I am not recommending that, I am recommending that
as a po:sibility. If the load factors are kept within reason be-
tween pools, then it don®™t make a bit of difference what you do
as far as nomenclature is concerned and as far as ratable take - is
concerned,

Q I see, Now, who decides what the load factor will be?

A VWell, up to now the pipelines have nominated, the Commission
has accepted their nominations per se.

Q You don®t think that the Commission can adjust that in any
fashion, or attempt to adjust it, or talk about it as to each poolj|
or do you think it is necessary to throw them all together?

A I don®™t think it is necessary to throw them all together in
order to get the results that I have stated should be obtained the#eo

Q How else could you get the results?

A By the Commission changing the demands for each pool, balang-

ing, in other words, as between pools.
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Q Would you recommend that?

A Yes, I would,

qd Dontt jou think that is a more practical approach than put-
ting the pools together?

A To be perfectly frank about it, I do, but I don®*t know, I
can®t do the thinking for the Commission. I give them two avenues)
that will accomplish the very same thing that I am trying to accom¢s
plish here, If they do do it I think it is the right thing to do
within reason.

Q VWell, I don®*t want to drav this out too long, but I would
like to ask just two or three more questions. You made the com-
parison of load factors and one thing and another, then you drew
a conclusion whieh as I understand, was to put the pools together
if the load factors couldn?t be adjusted or balanced, in order to
protect correlative rights.

Now, I don®*t quite see how you go from one directly io the
other. How would correlative rights be destroyed, for instance,
if the pools are net combined and the load factors are differenti?

A Ve have gone through a number of Hearings all in regard to
relationship of reserves and deliverability, and arrived at a pro-
ration formula, which, I may or may not agree with, is a correct
relationship between, between reserve and deliverability; but whicﬁ
the Commission has accepted and therefore I have accepted it as the
correct relationship. The allowables are assigned by that formula(

I assume, therefore, that the allowables in eitber of the
two pools are assigned correctly insofar as their reserves are cony

cerned, in accordance with pool demand.
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d In other words, it is your thought that correlative rights
are not protected if in two separate pools, two operators have the
same reserves, and one operator is allowed to produce his gas at
a higher rate than the other, is that vhat you mean?

A If there is no connection between the two pools then it wou
be a matter of the operator receiving his gas sooner than the othe)
operator,

Q But has anyone®s correlative rights been destroyed? Have
they been affected?

A He is not getting his fair share of the market demand for
the whole area.

Q But has anyone taken away from him, has the gas been taken i
anyone else?

A If the pools were separated,

Q@ The only wvay that could happen, there would have to be
drainage from one area to the other?

A That is correct, and that is a possibility here,

Q You feel that is a possibiliiy?

A Yes.

Q A real possibility?

A Yes, I think it is a real possibility.

Q@ I would gather from the way you presented the load factor
and the fact that Fulcher Kutz has produced at a lower leoad factor
than Ballard, you feel that Fulcher Kutz operators then are not
getting their fair share of the market, then their correlative
rights are affected and they are losing gas, is that what you mean

to say?

-

| d

rom
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A They are not getting their fair share of the market.

Q By that you mean that their correlative rights are affected
and they are losing gas, is that what you mean to say?

I believe you just said, in order for their correlative
rights to be affected there has to be drainage away from the pro-
perty?

A I assume that you are novw getting into pressure difference
between the two areas,

Q I am just asking you if that isn®t what you have been tell-
ing us.

A VWhat ocould happen there, Al, is that if Ballard, if there
wvas drainage across the two areas and Ballard was operated at a
substantially higher rate than Fulcher Kutz, the Fulcher Kutz
people would not be getting their fair share of the market demand,
but since the pressure is lower in that area there would
supposedly be drainage from the Ballard area to the Fulcher Kutz
area.

Q So the Fulcher Kutz people which you are talking about as
being discriminated against, in effect really are the ones that
are receiving the excess gas?

A If the Ballard continued to produce at a higher rate, the
pressures would decrease sooner and faster at an increasing rate
and eventually Ballard would drain Fulcher Kutz, if the condition
persisted over a number of years.

Q As of right now and as of the time that you have set out
in your exhibits, you feel that there has been no drainage from

Ballard, from Fulcher Kutz to Baliard, and the Fulcher Kutz
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operators have not yet suffered drainaze from their property, is
that correct?

\ No, I don't believe they have been drained yet, and T don't
believe I said that,

Q@ In order for them to be drained, first Ballard must be pro-
duced at a high rate until the pressures in the Ballard are lower
than in Fulcher Kutz, is that what you said awvhile ago?

A Substantially, yes.

MR, WOODWARD: If the Commission please, I would like to move
that they disregard the testimony concerning the prejudice to the
correlative rights, for the reason that the concept of correlative
rights as defined in the Statute is not involved in the problem
that Mr, Utz has outlined as to inter-pool discrimination.

In order to make the motion clear I would like to review
with the Commission very briefly the statuatory concept under which
wve work, and what we feel this term "Correlative rights" means,

As defined in Section 65-~3-29-H, correlative rights is said
to mean,"The opportunity afforded,as far as it is practicable to dd
so, to the owner of each property in a pool to produce without
waste his just and equitable share of the o0il or gas, or both, in
the pool, being an amount, so far as can be practicably determined
and so far as can be practicably obtained without waste, substan-
tially in the proportion of the recoverable oil or gas, or both,
under such property bears to total recoverable oil or gas, or both,
in the pool, and fer such purpose to use his just and equitable
share of the reservoir energy."

You will note that the concept deals entirely with
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intra-pool relationships between producers, [t does not dexrl with

inter-pool discrimination as to the takes from the pool. Other
sections of the Stutute deal with that subject,

It is important to know the difference in the statutory
scheme with respect to the proration of gas and oil. That subject
is covered in Sections 63-3-~13D and 65-3-13C, Section 65-3-15D
provides in part, this is the sectinn that deals with the pipeline
purchaser's obligation within the pool. Provides that "iny person
now or hereafter engaged in purchasing from one or mecre producers,
gas produced from gas wells, shall be a common purchascr thereof
within each common source of supply from which it purchases, and
as such it shall purchase gas lawfully produced from gas wells with
which its gas transportation facilities are connected in the pool
and other gas lawfully produced within the pool and tendered to a
point on its gas transportation facilities."

This Statute requires the pipeline purchaser to take ratablﬂ
among its connections within a pool, The ohject of your purpose
is to see to it that the pipeline purchaser does not so discrimi-
nate in its take that it permits one operator tc¢ drain the other,
particularly where the pipeline purchaser is alsc a producer, and
the possibility of discrimination of its own production exists,

Now, the pipeline purchaser has somé other obligations or
operates under some other limitations. Séction 65~3-13C provides,
and this applies to the stand that the Commission shall follow
in alloecating gas production: "Whenever, to prevent‘waste,
the total allowable natural gas productiocn from gas wells producin#

from any pocl in this state is fixed by the Commission in an amount
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lTess than that which the pool can produce if no restrictiouvs were
imposed, the Commission shall allocate the allowable produciion amgng
) the zas wells in the pool delivering to a gas transpertatlion fTacily
ity upcn a reasonable basis and recognizing cerrelative rights, and
shall include in the proration schedule of such pool any weil which
it find is being unreasonably discriminated against through denial
of access to a gas transportation facility whieh ir reasonably capL
able of handling the type of gas produced by such well.”

It goes on to tell in protecting correlative rights the
factors that the Commission can consider, This relates cntirely
to the distribution of the pool allowable to the wells in the peoel/

Section 65~3~13D provides that,"In Fixing the 2llowable of
a pool under Section 12-(c)", which is 65-3~13C, " the Commission
shall consider nominations of purchasers but shall not be bound

thereby and shall so fix pool allowables as to prevent unreasonablg

discrimination between pools served by the same gas transportation
facility by a purchaser purchasing in more than one pool."

It is e¢lear from this statutory limitation that the purchas+q
ers obligations are fixed in large measure upon a pool basis and
that a disregard of the facts, the physical facts as to whether or
not separate pools exist, can immeasurably tend to increase this
statutory obligation., It is quite apparent that if a purchaser ha g
to take ratably within a pocl and a pool is a fact, there is no author-
ity for manipulating the fact for the purpose of increasing tuis
statutory obligation.

Now, the question naturally comes to mind, is the Statute

adequate. We feel that in this particular point the Statute is
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adequate, There is a sound reason why it has been phrased in the
manner that it has. We will attempt to indicate the basis on which
] this statutory scheme was drawn, why it is drawn in that way, snd
wvhy as a practical matter we can not follow the plan that is set owt
for the proration of o0il production in allocating the total demand
among fields and then to producers within fields, upon the same
basis as has been provided for the allocation of gas production.

Considering now what correlative rights means under the
Statute, the testimony as to inter-po&l diserimination, by reason
of the fact that the takes from one pooi are graater than ancther
doesn®t tend to prove that correlative rights as defined in the
Statute have been prejudiced in any manner,

Now, I would like to talk a minute about two kinds of pre=

judice which we are all concerned with, There is an inevitable

prejudice in faet in the production of oil or gas from any pool.
Some operators will get more than their share and some will get le?s
under any proration scheme or schedule, That is inevitable for a
number of reasons, All that the State is required to do and all
it can do is to afford each of them an equal opportunity of getting
their fair share.

If the man does not drill his well, or he completes it in
an improper fashion, or he shuts it in, or if he does not or ecannci
market his production, or if he contracts with a pipeline purchaser
haviag a higher line pressure than his neighbor, or the pipeline
purchaser to whom he‘is connected markets less gas than another
system in the pool; some actual inevitable prejudice is involved.,

There will be some drainage by reason of disproportionate
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takes, and thesc disproportionate takes in the line [rom any riald]

and as Mr, Utz has stated there are some prejudices that nerne of
us can do anything about and some disparities that ncne of us o¢an
do anything about.

Now, the other type of prejudice is one brought about by

State action where, by some action of the Commission one oporator

is denied the same opportunity as another. That is the type of pre-

judice which we feel the Statute forbids., It goes ne further than
that, We have used this analogy before, that the rights of pro-
ducers are a little like a couple of fellows aleng side n stream
bailing water out with a bucket, one of the fellows bucket breaks,
you can®t make the other one quit bailing water that he needs
until the first one gets his bucket fixed, They each had the same
opportunity, there are forces that can occur and do occur which
prevents them from fully realizing their opportunity.

That is not thé concern of the Commission, it is heyond
their jurisdiction to correct that type of prejudice short of a
completely managed economy by the state, There is no way under a
private enterprise system that such discrepancies can be tetally
prevented,

Now, we are much more concerned than just reading statutory
obligations and in being as technical as we can in fulfilling
obligations. We feel we have certain, net only statutory and con-
tractual obligations but certain moral obligations. For that purpd
I would like to introduce some brief testimony to indicate what oux
policy has been to minimize to the extent possible the prejudice

between producers in the same pool and producers in the different

se
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pools from which we take,

If the Commission please, I would like to have Mr, Norman
Woodruff sworn.

GOVERNOR SIMMS: Mr. Woodward, there was a motion made that
part of Mr, Utz? testimony that pertains to correlative rights be
stricken, generally that the statutory definition is strictly in
one pool,

If my memory serves me right, you are a protestant or you
are an adversary to Mr. Utz and so is Mr. éreer, and Mr. Greer
developed but I don®t think has urged correlative rights on this
Hearing at all except as it has been elicited by cross examination:
Let me ask Mr. Greer if he is willing to have it withdrawn.

You developed it as your line of testimony, How do you
feel about it?

MR. GREER: It is not entirely my line of testimony. The thing
I objected to and the reason I questioned Mr, Utz, he talked about
load factors and preration,

Novw, proration is a part of the call of this Hearing. But
he took proration and he teok load factors and then he made a con-
clusion that the pools must be combined or correlative rights would
be affected. That was Mr. Utz.

Mi. WVEBB: It was on his direct testimony.

GOVERNOR SIMMS: The only time I heard him answer correlative rights

was in respect to the gquestion I asked, whether or not he was urge
ing proration regardless of the engineer background and if it was
from a truly engineering standpoint, And he ended, "to protect

correlative rights.®
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Do you have any objection to the information that you
developed on cross examination on correlative rights being with=-
drawn?

MR, GREER: VWell, yes, sir, I think it is pertinent to this.

GOYERNOR SIMMS: VWe have two protestants,

MR. WEBB: It is our recollection that he made a statement on
direct testimony yesterday, basing his entire argument,; saying tha?
they should be combined to correct correlative rights. It is only
that point that Al was going after,

GOVERNOR SIMMS: There may have been a couple of naked trivial
mentions to correlative rights., It is only on this cross examina-
tion :of: - Al Greer that it has been developed, I want to know
where you stand on having Mr. Veodward move to strike your testi~
mony. |

MR, GREER: If there is a reference in his direct te correla-
tive rights, if that will also be stricken and we will agree to
strike ours on cross.

MR, STANLEY: Could we have a five minute recess?

GOYERNOR SIMMS: Sure, if you want it., The Commission will be
in recess for five minutes.

(Recess.)

GOVERNOR SIMMS: The Commission will come to order.

I think that Mr. Gurley desires to make a statement before
we rule on the motion.

MR. GURLEY: If it please the Commission on the motion to de-
lete that testimony concerning correlative rights, counsel for El

Paso Natural Gas Company brought out the definition of correlative
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rizhts concerning the pool,

Calling attention to the Commission Secction (4-3-28 (rom
the Statute. [ beg your pardon, 65—3-29 in the definitions, Para-
graph "B", "TpPool! means an underground reservoir centaining a
common accumulation of crude petroleum o0il or natural zas or bothe

Fach zone of a general structure, which zone is completely," and

I emphasize the word "completely™, "separated from any other wonc in

the structure, is covered by the word Tpool? as used herein 'Pun%i

is synonymous with fcommon source of supply? and with 'Common
reservoir,t"

I would like to call attention to the Commission, at no
time during this Hearing has any evidence been introduced te show
that the Fulchgr Kutz and the Ballard-Pictured Cliff Pocls are
completely separated, in fact it has been generally accepted that

there is a low permeability area between the two.

That in the testimony, that it was brought out ithat there ape

producing wells in the supposedly separating area, and therefore,

Mr. Utz? testimony that if there is a connection hetween the two and

correlative rights would be affected is pertinent to the case here
wWe therefore feel it should not be deleted from the testimony.

GOVERNOR SIMMS: Thank you Mr,. Gurley,.

The Cowmission feels that to rule favorably on Mr., ¥oodwardls

motion, I might state it was very well put and very pursuasive,
would mean that in effect and of necessity we have ito rule at this
time that there was absolutely no communication between the two
pools or the two reservoirs, and thatfs a matter that actually is

still in issue,
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And for that reason wve are going to overrule you, note an
exception in the record; and if the parties are through with cross
examimation of Mr. Uiz, suggest that we will grant your regquest
to put Mr, Norman ¥Woodruff on the stand., Now, is there ~-

MR, WOODWARD: I would like to withdraw that request at this
time,On reconsideration we feel that that matter is well beyond
the call of this Hearing, it has gotten into a discussion, I think
iaproperly;-we therefore wish to withdraw that request.

GOVERNOR SIMMS: Afe there any more cross examiners or poten~
tial cross examiners of Mr. Utz?

You will be excused as a witness, Mr, Utz, And now on our
procedure here, Mr. Gurley, do you have any other witnesses for
the Commission?

MR. GURLEY: That®'s all the witnesses we have.

MR. SIMMS: We will consider as part of the redirect that the
protestants here can open their case again by putting Mr., Woodruff
on if you still desire to, Mr. Woodward.

MR. WOODWARD: We have no desire to.

GOVERNOR SIMMS: 1Is there any other witness in the case?

Anybody wish to make a stateuentf

The Commission will take the case under advisement.

MR, GREINER: If it please the Commission ~--

GOVERNOR SIMMS: Okay. Mr. Greiner,

MR, GURLEY: If it please the Commission I was asked by Mr.0liy

‘Seth . to read a2 statement into the record:. I thought he was
still here and would do it himself.

After a study of all available pressure, performance, and

rer
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geological data and interpretation of these data, Stanolind con-
cludes that the presently designated Ballard Pictured Cliffs Pool
is a separate and distinct regervoir from the Fulcher Kutz and
South Blanco Pictured Cliffs Pools. Based on this conclusion,
Stanolind desires to support the continued designation of the
Ballard Pool as a separate pool. We do not helieve if should be
combined with the Fulcher Kutz or South Blanco Pools,

Further study of the available pressure, performance and
geological information indicates to Stanolind that the wells desi#—
nated in Case 1078, Township 27 North, Range 9 West are in the
South Blanco Pictured Cliffs Reservoir and we therefore urge the
Commission to continue prorating these wells in the South Biance
Pool, |

In the event it is decided to combine the Ballard Pictured
Cliffs Pool with another pool in the area, Stanclind recommends that
existing proration rules of that pool be applied te the Ballard
Pictured Cliffs Pool.

MR. SELINGER: We wish to object to the statement of Stanolingd
insofar as that part that applies to Case 1078, on the grounds
that they are presenting technical testimony in the form of a
statlement to which we have no opportunity of cross examining the
results of their, or conclusions of their statements. And there-
fore we wish to objeet to that statement insofar as it pertains
to Case 1078,

GOVERNOR SIMMS: The objection will be noted, Mr. Selinger.

Are there any other statements? Mr. Greiner.

MR, GREINER: It gseems to me -
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GOVERNOR SIMMS: Exouse me, this is A, S, Greiner, Scuthern
Union Gas Company.

MR. GREINER: It seems to me, speaking on behalf of Southern
Union Gas Company, that the basic issues of this case came into
rather sharp focus during the finmal cross examimation of Mr. Utz
by Mr. Greer.

Prior to that time we had had twe witnesses, The first
Mr. Greer, himself, had stated on the basis of engineering data
that in his opinion these are either completely separate pools or
pools so nearly completely separate for all practical purposes
they should be treated as if completely separate.

We then had the testimony of Mr. Arnold who testifisd as a
geologist, that in all of these Pictured Cliffs Pocls the tep of
the Pictured Cliffs formation was approximately level. He said
that based on that fact, as I remember his testimony, and based algo
on certain other engineering data which he did not go into, and
whieh I think all of us at that time assumed the other Commission
witness who was an engineer would go into, that it was hise opinion
that these pools might or might not be, he couldn't state permanent
ly that they were just bound to be the same pool but there was some
indication that they might be.

With that background then we came te Mr. Utz,and Mr. Utz
did not de what we, ‘'perhaps, -improperly,: had assumed he was go-
ing to do and talk about engineering data. He instsad testified
as a statistician,.

He compiled some production data, and showed what the effec]

of these pools might be if they were together or were apart and if
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a particulay proration formula were to be applied.

But here it seems to me is the crux of the situation. Mr.
Utz told us under, in his cross examinatien testimony that if it
were desirable to correct inequities in takes, as between these
two pools, that the better remedy was not to combine the two pools

together in a dubious situation, but rather take advantage of thesL

other statutory provisions which Mr. Woodward read to the Commissieén,

about adjusting the takes of pipeline companies between the varion
pools to which they were connected, that was the bettar remedy.

He further testified that there could be no adverse effect
on correlative rights because of differences in load facteors such
as indicated on his exhibit unless the wells were in fact in the
same pool.

He then came down to the proposition that in his opinion
there had been no drainage yet, either from Fulcher Kutz to Ballarg,
or from Ballard to Fulcher Kutz.

Now, if there had been no drainage from Ballard to Fulcher
Kutz with Fulcher Kutz having been long prior developed to Ballard|
the only conclusion to be drawn from that testimony is that these
must be separate pools. So there we have one Commission witness
stating that he thinks maybe there is an exception. And the other
one making a statement which can have no sensible basis,unless
what the first man said might be true is untrue. There just could
not have been ever any communication between these two pools.

GOVERNOR SIMMS: Excuse me, Mr. Greiner.
{off the record.) v
GOYERNOR SIMMS: Mr. Greiner, thank you very much, go right
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ahoad,

MR, GREINER: It seems to us in the light of this situaticn
\ then, where we have streng testimony in the one case of the pools
either are coﬁpleted separate or so nearly so for all practical
purpeses within the proven life of these fields, they should be
so considered with no testimony to the contrary except that the tops
of these pools happen to fall about the same level underground, but
there naeds to be some very strong and compelling reascn for the
Commission to take the step which they are asked to take by the
v staffe.

Yet actually, it seems to us this is an extremely premature
step at this time. The only purpose of combining the pocls would
appear to be to prevent drainage of Fulcher Kutz properties by
Ballard properties.

Since the indications of Exhibits 6 and 7 seem to be that

the pool is being made harder on Ballard now thaan on Fulcher Kutz,
and if that is so and since the testimony indicated that the pres-
gures are still materially higher than in Ballard, than they are
in the other areas, there would seem to be no present purpese to
be served by a combination of the two pools.

On the contrary there would, well, there might be one re-
sult, The people in Fulcher Kutz would be pushed into a position
where they would be able to sell more gas and the pipeline companies
might be pushed into a position to take more gas and correspondingly
those in Ballard would have it reduced.

Vhether or not that is a proper objective of this Commissioh

to help one group of people at the expense of another, I don't feel
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I can say, [ don't believe ! would so regard il f T were on the
Commission at the time theore are some unbappy rosults of that po-
duction of wealth,

k First of all in the Fulcher Kutz {ield ther:has bheen fosti-
fied the results of this would be to increase materially, T heliovd
was the phrase that the witness used, the number of wells in
marginal position, that Is to say wells producing unrestrictively
anything and everything that they can every day of the year., True,
these are little wells, but still the more marginal wells there are
in the pool the less effective the proration Statute in the poel ig.
Because they are being allowed to produce only in relationship to
deliverability in that case, and without regard to any of the other
factors any geologist or reservoir engineer weuld consider in try-

ing to determine reserves underlying particular tracts.

Alsc, it would have this result, that as t¢ the people and
the producers and the pipeline companies affected in the Ballard
area; that it would be needlessly, in our opinion, interfering witl
legitimate and proper contractual relationships entered into in thd
past, and legislative procedures sougzht to he received at this timg.

In our opinion, the balance is very clearly in leaving thesad
pools separate at the present time where there is no danger oyr drayn-
age from one pool to the other, that is to say from Fauleher Kute
to Ballard, because of the differential in pressure, and where
if it is going the other way the situation is already being correc -
ed by the larger takes currently in effect in the Ballard area,

We respectfully urge the Commission tc delineate the pools

as they have been generally delineated before as separate pools,
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with the changes and alterations suggested by Mr. Greer in his lesy
timony and recommend to the Commission that pending a general re-
examination of the proper proration formula for the Pictured ClIiff
area, generally, that the same formula be applied if proration is
now instituted for the Ballard Poeol that is being applied in the
other pools in this arez, the other Pictured Cliff Peols, and that
the samé general pattern also be applied in the event the western
portion of the South Blanco Pool is set up by itself and proration
is instituted there.

Thank you very much,

GOVERNOR SIMMS: Thank you, Mr. Greiner,

Any other statements, Mr, Webb?

MR, WEBB: If it please the Commission I don't want to reiterate
neither my former argument nor to duplicate Mr. Greiner®s very lucid
and concise comments on the evidence which has been presented to
the Commission,

I only want to make this one peoint, it nermally would dbe
considered that the proponent of any change in the status guo as
it exists at the present time would be faced with presenting a
prima facie case and convincing the jurisdictional body that by
the overwhelming weight of the evidence that the status quo should
be changed. In this case, we believe the proporent was the Com-
mission staff, we don®t believe they have made out the prima facie
case to change the status quo, and thereby consolidate_the Fulcher
Kutz with the Ballard Pool.

We believe that all the overwhelming weight of the evidence

adduced here in the last two days is that there is conclusive
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practical separation of these two pools, or thesc lwo avress, Ay

against this, the only cvidence that has been Introduced ls ihat
there are certain inequitics which presently exist bhoetween the twe

pools which are inherent in any system of proratios, which cannot

ba overcome and circumvented by combining the two pools, and thored

fore compounding the ineguities,

It is our belief that by prorating the Baliard Pooel woi tha
same basis as the Fulcher Kutz Pool is presently prorated, that Uu
inequities can more nearly be made aquities and ithereby serve the
purpose of the industry and of the Commission in rogulating that
industry.

T wish to thank the Commission for their tireless and very
courteous treatment of everyone here today. T think that the Hears
ing has been one of the least vituperative but neverthsless has
produced the most evidence in support of the feature and problem
before the Commission,

GOYERNOR SIMMS: Thank you Mr. Webb,

Any other statements? Mr, Woodward.

MR, WOODWARD: 1In previous tesitmony, El Paso Natural Gas Coem-~
pany has pointed out significant differences in the producing char-
acteristics of the Ballard-Pictured Cliff Pool and other Pictured
Cliff Pools in its immediate area., We have heard a great deal of
very able testimony on that same subject at this Haaring.

Although subsequent development has filled the gap between
these‘pools at some points, we think such develogment has fully co:

firmed the existance of regional pressure differentials and differ-

ent producing characteristics for these areas, and that the pressune
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differentials bave not cqualized over a very substantinl povicd of
geclogic time, and shown ae tendeney to egqualize duritn il prednes
inz time,

While we can live with either separvation of the peels with
dAifferent producing characteristics or consclidation of sume o8

them upon individual consideration, we do not think lundiscriminate

censolidation of Pictured Cliffs Pools as now delincated is practld:

or equitable, We think any concetvable benetf it that mizgh. be deoriy
cd from such action is out-weighed by a large number of difficultieg
practical problems, operational problems and additiona} Ineguiticsd

Any attempt to impose a single unit allowable upon two apeas
having substantially different producing characteristics we will bd
able to produce the results satisfactory to neither,

The Commission, I am sure, is well aware of the administra-
tive problems involved in the acecumulation of underages and cveragd
and the adjustment in a2llowvables which they entail. These problems
are inherent in any proration plan; no useful purpose is served by
intensifying the disparity between capacities and allewables througd
consclidations of areas of different producing characteristics,

In practice, a disparity of this character results in large
retroactive adjustments in allowables which make it difficult, if
not impossible, for producers to plan their operations and calculaf
the return on their investments with any degree of certainty,

Consolidation of areas having different producing character4
istics in the same pool also renders the operations of pipeline
purchasers more difficult and expensive. The purchassr must meet

a fluctuating demand at one end of its system through ratable pur-

S,

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE., NEW MEXICO
TELEPHONE 3-6691




chases at the oth e end.  Some flexibility in eporaiiens Lz esseutd

iff the pipeline company is to satisfy both of these rognirementse
Temporary inequities in (akes frem various aireas ave hound {o coeeuy
Practically, these inegquities can be corrccicd within a veascnable
time only upon an area basis, in accordance with itho copdjtions
which exist in individual areas.

In separating producing areas on the basis of such comiiilorn
or in making such a separation, we do not purpert te say where ihe
line should be drawn. \iny line will be arbitrary to some extoent,
However, on the record in this case, we arc confident that ihe
Commission has the authority and the discretion to delineate Pic~
tured Cliff Pools in the Basin, particularly Ballard and Fulchor
Kutz, upon a reasonable and workable basis,

We think that the statutory definition of a pool is eszen—
tially a pragmatic one, it relates to a common source of supply
although there may be several overlying lenszes or zones, and essen-
tially contemplates a single reservoir for all practical purpessu,

Obviously, such a consideration eliminates the possibility
of prejudice that would result through varying allowables as betwed
two offset allecations having recommunication,

As long as there is no practical communication thare we feeﬂ
that a separation is fairly justified. \s for other issues raised
in the call of this Hearinz, we concur in the need for {ield rules
gstablishing proration and spacing units. T think the record in
this case also supports Lhe adoption of the proratioen formula in
ceneral use throughout the Basin,

GOVERNOR SIMMS: Thank you, Mr. Woodward.

]

n
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Any other statements in this case?

MR, SELINGER: T have a statement,

GOVERNOR SIMMS: OFF the record,

(Discussion off the record.)

MR. SELINGER: If the Commissien pleaso, my sistement 18 & con
cluding one as an applicant in Case 1078, My statoment is with
respect to that casc only.

The testimony presented by all the witnesses and the lack
of any opposition on the part of anyone present at these {wo days
of Hearing, indicates very conclusively that the area as indieated
in Case 1078, Notice in 27-9, which has heretofore bheen carriad iu

the South Blanco field, which has heen depicted on Benson and Monti

Exhibit No, 1 as the bluc area on his exhibit, stands uncontrovertis

ed, Jdctually, all witnesses have recommended that that portion
of 27-9 in South Blanco be deleted from the South Blance area,

All that stands in the way of & unanimity is a bald statc-
ment on the behalf of Stanolind, td vhich statement we objectfoed,
in vwhich they made 2 conclusion that from their study of available
pressure and performance and geological information, that Z7-9
portion ol South Blanco should not be deletaid,

We think that the testimony stands uncontroveried that 27-9
portion of South Blanco should be deleted from the Southh Blanco
Pool.

Personally we fecel that Socuth Blanco, what § will now desigq
nate as the north Ballard, the blue area depicted on Benson and
Montin Exhibit No. 1, is cennccted to the Dallard. We have that

o

personal feeling; yet we have no objections i¢ the testimouny of
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the witnesses and the recommendations, partienlarly M. Groer, of
the separatior based on the fact that appavently all the witnesses
and probably all the cenf'licting opinions have apparently come to-
gether to the conciusion that whatever discrimination might occur
can be best handled by the adjustment of nominations fer the indi-~
vidual poolss Based on that contention I bhelieve that the Commis—
sion could well properly handle any alleged discrimination hotween
tiic north Ballard Pool and the Ballard ool on the basis ¢f the
adjustment of neminations,

Therefore, we can sce ne reason why tliec pesl delineatlions
cannot be had as Mr, Greer has depictad on lLis lxhibit 1. Wo
therefore feel that in conclusion that the Commissgion should grant
owr application in 1078 by deleting any production in 279 from thi
South Blanco Pool, and designate it as the Nerth Ballard il plaeo
it under the same rules and regulations that exist in the area
generally for the Pictured Cliff production,

GOVERNOR STHMMS: Thank you, Mr, Selinger,

Any other statements?

MR. GURLEY: TIf it please the Commission, on Liohalf of iha
Commission staff we have attempted to prove that thiec Fulcher Futs
and Ballard-Pictured Cliff Pools are gne and the sime rascrvoipy,

At ne time during the testimony was if brought oati Ut
there is an impermeablo barrier between thesc two, as it wiy
specifieally set forth between that area of the South Blanco il
Ballard-Pictured Cliff Pool.

We feel that the evidence adduced herein has shewn Lhat (6.

Secuth, or rather the Ballard-Pictured Cliff and the Fulcher Kl

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691
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are det‘in-ite}y joineds  We further feel that in any svent, duve to
the present unratable tile within the Ballard<Pictured C1if{ Pool
that proraticn should hie ostablished therein,

GOVERNOR STIMMS: Aoy other statementa?

Gentlemen, the Commission will tabe the cases under advise-

ment, If there are no other announcements the rogular docket, T
think, will start at ninc tomorrow.

MR. PORTER: Right,

GOVEERNOR STMMS: Anything elze?

The Commission is in recess. Thank yeu very much,

DEARNLEY-MEIER AND ASSOCIATES
STENQTYFL REPORTERS
ALBUQUERQUE NEW MEXICO
TELEPFHONE 3-6691
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DATE OF TEST:
AREA OF TEST:

WELL

J. Glenn Turner
#_I =11 Crandell
#2-11 Crandell

#1-12 Ballard
#2-12 Ballard
#3-12 Ballard
#4-12 Ballard
#1=11 Ballard
#2-~11 Ballard

#15-2 Huerfanito
Unit

#16-2 Huerfanito
Unit

#17-2 Huerfanito
Unit

#13-1 Huerfanito
Unit

#12~1 Huerfanito
Unit

WELL:
IOCATION:

BALLARD FIELD
SAN JUAN COUNTY, NEW MEXICO
PICTURED CLIFFS FORMATION

BENSON-MONTIN
INTERFERENCE TEST NO. 1

September, October, November, 1355

Sections 1, 2, 11, 12, T-26N, R-9W

PRODUCING WELLS WITHIN TEST AREA

LOCATION

DATE OF FIRST
PRODUCTION
INTO PIPR LINE

/4 Sez. 11, T-26N, R-9W
SE/4 Sec. 11, T-26N, R-9W

NW/4 Sec. 12, T-26N, R-9OW
S¥W/4 Sec. 12, T-26N, R-9W
NE/4 Sec. 12, T-26N, R-9W
SE/4 Sec. 12, T-26N, R-9W
KW/4 Sec. 11, T-26N, R-9W
NE/4 Sec. 11, T-26N, R-9W

, T-26N, R-9W

, T-26H, R-9W

SW/U Sec.

2
2

SE/4 Sec. 2, T-26N, R-9W
1, T-26N, R-9W
1

NW/i Sec. , T-26N, R-9W

SHUT-IN WELL WITHIN TEST AREA

October 1954
October 1954

February 1955
February 1955
February 1955
February 1355
March 1955
March 1955
October 1955
October 1955
October 1955
October 1955

November 19356

J. Glenn Turner #18-2 BRuerfanitoc Unit

SE/4 Sec. 2, T-26N, R-9V

ALBERT R, GREER




BALLARD FIELD

BENSON-MONTIN
INTERFERENCE TEST NO. 1

TEST WELL: J. GLENN TURNER #1.-2 HUERFANITO UNIT
LOCATION: 990! PSL, 1650' FEL, SEC. 2, T-26N, R-9W
COMPLETION DATE

OF TEST WELL: 6-21-55

RECORD OF WELL~HEAD PRESSURES

CASINGHEAD DAYS
PRESSURE SHUT IN
MEASURE- psig FROM COM-
MENT NO. DATE (Dead Height) PILETION REMARKS

1 7-16-55 648 27 Onen 3 hours
for potential
teat, EPNG
deadweight
tester.

2 8- 5-55 641.3 53 Benson~-Montin
deadwelght
tester.

3 3-20-55 640.6 65 H

Y 10-12-55 639.9 30 "

5 10-27-55 639.6 105 f

6 11- 4-55 639.1 113 "

T 11-13~55 633.3% 127 ]

ALBERT R. GREER
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i BALLARD FIELD
SAN JUN COUNTY, NEW MEXICO
~TICTURED CLIFFS FORMATION

A

BENSON-MCNTIN

. INTE: 0. 2
. ' DATE OF TEST: April, May, June, 1956
AREA OF TEST: Sections 11, 12, 13, 1%, T-25N, R-CW

PRODUCING WELLS WITHIN TEST AREA

DATE OF FIRST
PRODUCTION INTO

WELL IOCATION - PIPE LINE

Benson-Montin
#2 Quitzau M/4 Sec. 11, T-25N, R-OW March, 1955
Benson-Montin »
#1 Sheets SE/4 Sec. 12, T-25N, R-3W March, 1955
Benson-Montin
#3 Quitzau SE/4 Sec. 11, T-25N, R-OW May, 1355
Benson-Montin
#2 Sheets SW/4 Sec. 12, T-25N, R-SW December, 1355
EPNG
#1-14 Payne NE/4 Sec. 14, T-25N, R-&W December, 1355
EPNG

‘ #-14 Payne NW/4 Sec. 14, T-25N, R-8W March, 1956

| Banson-Montin ,
#£#8 Quitzau NE/4 Sec. 11, T-25N, R-8W March, 1956

} Benson-Montin

i # Quitzau SW/4 Seec. 11, T-25N, R-8W March, 1956

SHUT-IN WELL WITHIN TEST AREA

WELL: Benson-Montin-Greer #l1 Foster-Riddle
IOCATION: NW/4 Sec. 13, T-25N, R-8W

ALBERTY R. GREER
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BALLARD FIELD

BENSOR-MONTIN
INTERFERENCE TEST NO. 2

TEST WELL: BENSON-MONTIN-QREER ;1 FOSTER-RIDDLE
LOCATION: 1065 FNL, 150! PWL, SEC. 13, T-25N, R-SW
COMPLETICN DATE OF

TEST WELL: 2-15-56

RECORD OF WELIL-HEAD PRESSURES

CASINGHEAD DAYS
PRESSURE SHUT IN
MEASURE- psig FROM COM-
MENT NO. DATE (Dead Weight)  PLETION REMARKS
1 . U4-26-56 - 610 71 S=hour open
flow test.
rressure
measured with
EPNG dead-
welght tester
2 5-22-56 603.8 g7 Benson-Montin
deadweight
tester
3 5-26-56 602.3 101 "
Y 5=-31-56 600.2 106 "
5 6- 5-56 598.2 111 "

ALBERT R. GREER
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PO

BALLARD AREA

BUILD-UP PRESSURES FOR WELLS COMPLETED
FEBRUARY, MARCH, APRIL, MAY, 195

i S v

ADDITIONAL PRESSURES AND TIME SHUT

IN SDICE  COMPLETION

PRESS. AT wwmmm PRESS. meumml
POTENTIAL DAYS DAYS  ON DAYS 5-31-56 or DAYS Liooo PRESS.
COMP, TEST SHUT 5-22-56 SHUT 5-26-56 SHUT 6-1-56 SHUT ON DAYS ON DAYS

OPERATOR & WELL DATE (psig) N G&.mw IN (psig) IN  (psig) IN mmmmmm mms mmwmmmvm wwaa
BENSON~MONTIN - § , , - - .
#3 Shests 5.15-56 Not tested 563.6 8 602.6 14 6135.7 18 628.4 23
#5 Sheets 3=16-56 " " 661.5 67 662.3 71 663.2 76 662.2 81 661.5 26
#6 Sheets 5-12-56 By 644.5 10 647.6 14 651.2 20 652.7 24 654. 3 29
#7 Sheets 4e12-56 " d 655.2 40 655.5 44 656.6 50 656.8 54 657.0 59
#3 Sheets 4o U456 & " 658.4  uo 659.0 52 659.2 58 659.9 62 660.U 67
#11 Quitzau 4-15-56 631 33 - 37 627.9 41 629.2 47 - 51 630.6 56
BENSON~MONTIN-GREER
#1 Poster-Riddle 2-15-56 610 71 603.8 97 602.3 101 600.2 106 596.2 111 596.3 116
#2 Foster-Riddle 5=24=56 Not tested 675.6 59 676.5 63 676.7 68 677.3 73 677.7 78
J. GLEMN TURMER
#11-1 Huerfanito Unit 3-23-56 643 3 656.0 30 655.6 34 655. 4 40 655.3 Lt 655.4 49
#14-1 Huerfanito Unit 2- 6-56 647 10 661.7 106 662.1 110 = 663.3 116 663. 4 120 663.8 125
#35-20 Huerfanito Unit  2-17-56 597 g 498.9 66 514.1 70  531.2 76 537.7 80 547.7 85
#1-23 Ruerfanito Unit  '=15-56 (2~ 19 52,9 22 633.7 U2 §34,9 He 636.0 52 637.2 57
#42-27 Huerfanito Unit =29-56 606 7 656.2 54 656.2 55 657.3 6l 658.2 68 655.3 T3
#46-25 Huerfanito Unit 2- 1-56 €50 10 633.6 111 683.0 115 682.5 121 652.1 125 682.5 130
#45-26 Huerfanito Unit 5-11-56 631 7 622.5 11 633.9 15 643, 4 21 64T 4 25 650.6 30
#49-35 Ruerfanito Unit  5- 6-56 (43 12 643.7 16 649.7 20  g5u.7 26 656.6 30 659.5 35

ALBERT R. GREER




REES ~i L il bl Al i LS R S - : -

- __ADDITIONAL PRESSURES AND TIME SHUT IN SINCE COMPLETION
PRESS,
PRESS. AT mmmmm mwuua ON PRESS, mwuu
POTENTIAL DAYS DAYS DAYS 5+31-56 or DAYS ON DAYS S. DAYS
COMP. TR3T SHuT m..mm..wm SHUT wumm‘wm SHUT 6-1-56 spur 6-5-56  SHUT m-po- & SHUT

OPERATOR & WELL DATE (psig) IN (psig) IN  (psig) 1IN  (psig) IN (pslg) IN Qﬁmw IN
J. GLENK TURNER (contd.) | , - C — \ .
#50-36 Huerfanito Unit  5- %-56 535 9 15 611.9 23 6247 29 630.6 33 656.5 35 |
#51-36 Buerfanito Unit  4-24-56 656 11 665.6 28  666.2 32 665.3 38 669.6 42 70.1 47
#52-36 Huerfanito Unit 4-28-56 Not tested G4l 5 * 24 647.8 * 28 650.2 # ¥ 651.0 % 38 652.5 * 43
#3-14X Payne 3-28-56 646 9 649.5 55  649.5 59 648.7 65 64C.9 69 6432 74
#c-16 State 4-19-56 640 15 oud. 4 33 646.7 37 On line - - - -
* ¥ell produces water

ALRER: R, GREER
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BEFORE THE

®il @ onservation Coanunission

SANTA FE. NEW MEXICO

April 18, 1956

IiN THE MATTER OF:

case wo. 1054

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
6805 SiMms BUILDING
TELEPHONE 3-68691
ALBUQUERQUE, NEW M'Xxico




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
April 18, 1956
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IN THE MATTER OF:

CASE NO. 105L: Application of the 0il Conservation Com=~

mission upon its own motion for an order
promulgating rules and regulations affecting and concern-~
ing the Ballard-Pictured Cliffs Gas Pool, San Juan and Rio
Arriba Counties, New Mexico. The matters to be considered
in the above-styled case will pertain to gas pool deline-
ation and definition, gas proration, gas well spacing, gas
well allowables, gas proration units, and related matters
including the possible combination of the Ballard-Pictured
Cliffs Gas Pool with other gas pools producing from the
Pictured Cliffs Formation.

28 00 00 08 06 90 40 B0 00 54 00 2% 48 20 e

Y = e D D — G D S . - . W G D D G T D M G S G D s W T WD G D P Gy T S S -

BEFORE:
Honorable John F. Simms, Jr.
Mr. E. S. (Johnny) Walker,
Mr. A. L. Porter, Jr.

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: We will move on to Case No. 1054.

MR. GURLEY: Application of the 0il Conservation Commission
upon its own motion for an order promulgating rules and regulations
affecting and concerning the Ballard-Pictured Cliffs Gas Pool, San
Juan and Rio Arriba Counties, New Mexico.

MR. PORTER: I might say at the outset of this case that
I have received letters from four parties interested in this case,
each requesting a continuance, and indicating that their respective
companies may be ready with testimony at a later hearing. %he re-
quest for continuance comes from J. Glenn Turner, Benson-Montin,.

Southern nion Gas Company and E1 Paso Natural Gas Company. Are
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there any objections to the continuance of this case?

MR. SELINGER: Selinger, Skelly. The Commission recalls
these matters, and there is a number of matters covered by 1054,
has been the subject matter of a number of hearings beginning with
May, 1955, which lasted several days, and through October, 1955,
which lasted several days. We feel that the Commission should hearn
this matter as quickly as possible, mainly because of the confusion
in this entire area, and when operators seek permits to drill wellg
in the socalled critical area of Township 27 North, Raﬁge 9 West,
they are unable to determine which field their permits are to be in

The members of the Staff themselves are confused. Furthermord
to make matters still worse, you now have a number of offset wells
on an imaginary line which on one side are prorated and on the othe
side unprorated. We feel that a year's time is wholly adequate fon
not only Skelly 0il Company to be prepared, but the four parties
requesting the continuance, Turner, Benson-Montin, Southern Union
and El Paso.

Notwithstanding the fact that the Commission itself -- the
Commission Staff -- has been wrestling around with this problem, an|
I sincerely feel for them in this entire matter, we believe that in
view of these circumstances that the Commission should hear this
matter. We, ourselves, as a result of the notice published and
received for some time, are prepared, we are fully prepared at this
time to present it; we feel that the Commission should take this
|matter and assume jurisdiction right away, because, as I said, this
has been pending for over a year, and we urge the Commission to
permit this matter to be heard today.

These four letters, although I haven't read them, seem to indi

>
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a later day for another hearing. We think this, that that later

day may also mean May, 1957, and we urge the Commission to assume
jurisdiction immediately over this problem.

MR. GRENIER: I feel quite confident that in our case the
intention was nect May, 1957, but May, 1956; also, this is not a
specific matter which has been going on for a year, this is the finst
time that this particular matter of proration itself has come up
for this pool.

The other cases involved, to be sure, matters of delineation
between South Blanco; portions of the South Blancoe Pool and the
Ballard, but the exact question of what the proration pattern should
be for this pool was not in issue in those previous cases, and thosle
are the matters which we are now called upon to consider for the
first time.

Now, perhaps Mr. Selinger had more advance notice that this
case was coming up than we did, I dont't know. The first thing we
knew about it was when we got this noticej we are not a great big
company with a whole lot of technical staff, we can only do so many
things at once. We have other things that have kept us from putting
everybody that we have in a two-week space onto this problem. By
next month we will be ready to go, and I think our situation is
fairly typical of some of the others.

Again, this may not be a legally persuasive point, but it is
quite obvious that the tecnhical people from Benson-Montin, from
ourselves and from Glenn Turner are not here. El Paso may be ade-
quately represented, but it does strike me that for the best resultg
in this case all around, it is desirable that the engineers and

geologists of the various companies be able to be here and hear per$
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sonally what is put on by way of testimony by the other interested
parties!' witnesses, and we therefore request, again, a continuance
until May in this matter.

It is certainly not our thought, Mr. Selinger, to delay this
thing unduly, we want to see it set up and squared away just as
firmly and rapidly as you do.

MR. WOODWARD: We, likewise, believe a speedy but sound
solution should be found for this area, and we would like to point

out that the cause of the hearing is extremely broad and encompassds

pool delineation and definition, gas proration, gas well spacing,
gas well allowables, gas proration units, and related matters in-
cluding the possible combination of the Ballard-Pictured Cliffs Gad
Pool with other gas pools producing from the Pictured Cliffs For-
mation.

It is true that various phases of the very large problem have
been considered piecemeal, perhaps, in the past, but we would like
to point out that this is not an adversary matter -- at least it
shouldnt*t be, and it certainly isn't as far as we are concerned. I
think it$ rroper solution depends upon geological and engineering
facts, and we feel confident that the Commission wants all worthwhifle
information that can be presented to it.

Inasmuch as it is not an adversary matter, we do not feel thaﬁ
any particular prejudice regsults from putting on various engineering
and geological facts piecemeal if various interested parties desire
to do it; we certainly have no objection to Skelly going forth if
they are here and prepared to set forth the facts as they see them
or a portion of them, and give the Commission and the Industry a

chance to study and understand those facts and add whatever worthwhlile
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information they can.

In view of the extremely wide scope of the hearing, speaking
for E1 Paso, we simply haven't had time to make the investigations

concerning all of the ramifications that are involved in the short

period of time when this whole integrated problem has been presentegd

as such.

For that reason, we urge that the Commission leave the door
open for additional testimony, or a special hearing called the day
after the regular hearing in May, when,as I say, we would have no
objection to the presentation of the eagineering or geological datﬁ
upon which a sound determination of this problem can be made.

MR. SELINGER: Might I add just one point? The matter of
prorationing in this field, Mr. Grenier, was specifically mentioned
by the Commission in its order written in October, 1955. The Com-
mission specifically recognized the fact that the Ballard-Pictured
Cliffs should be prorated and so stated in their findings of fact
in that order of October, 1955.

MR. PORTER: The Commission has ruled that the case will b¢
continued to the day after the regular May hearing, which will be
May 17, 1956.

MR, SELINGER: And I gather from the remarks by Mr. Grenien
that they will be prepared on May the 17th to present whatever in-
formation they have?

MR. PORTER: May I add that we would like to urge all inten
ested parties who are going to present testimony to be fully prepan
at that time. It is a matter which we would like to finish as soon
as all the facts are available.

MR. GRENIER: That is the time we have been working on, Mr.

-
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Selinger, and we started to work and had been working on May.

MR. SELINGER: Thank yocu for your cooperation, Mr. Grenierd

STATE OF NEW MEXICO?
COUNTY OF BERNALILLO)

I, THURMAN J. MOODY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the foregoi
and attached Transcript of Proceedings before the 0il Conservation
Commission for the State of New Mexico was reported by me in steno-
type and reduced to typewritten transcript by me, and that the samé
is a true and correct record to the best of my knowledge, skill and
ability.

WITNESS my Hand and Seal, this, the 3rd day of May, 1956, in

the City of Albuquerque, County of Bernalillo, State of New Mexico.

Notary ic

My Commission Expires:
April 3, 1960.

ng
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BEFORY Thi
OIL CONSERVATLION CUrii1SSTON
Santa Fe, llew lMexico
bay 16, 1956

. IN THE MATTER OF:
Application of the 0il Conservation Com-
mission upon its own motion for an order prom-
ulgating rules and regulations affecting and
concerning the Ballard-Pictured Cliffs Gas
Pool, San Juan and Rio Arriba Counties, New
Mexico, The matiters to be considered in the
above-styled case will pertain to gas pool
delineation and definition, zas proration,
gas well spacing, gas well allowables, gas
proration units, and related matters includ-
ing the possible combination ol the Ballard-
Pictured Cliffs gas pool with other gas pools
producing from the Pictured Cliffs formation.
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BEFORES

Mr. A, L. Porter
Mr., B, 8. {Johnny) Walker

TRANSCRIPT OF HEARING

R, PORTER: The meeting will come to order, please, The
case for consideration in this hearing is lNo,., 1054 which was con-
tinued from last month's regular hearing.

MR, GURLEY: Case 1054 involves the application of the Oil
Conservation Commission upon its own motion for an order promulgatH
ing rules and regulations affecting and concerning the Ballard-
Pictured Cliffs Gas Pool, San Juan and Rio Arriba Counties, New
Mexico. The matters to be considered in the above~styled case wil]
pertain to gas pool delineation and definition, gas proration, gas
well spacing, zas well allowables, gas proraticn units, and relatef
matters including the possivle combination of the Ballard-Pictured

Cliffs zas pool with other gas pools precducing from the Pictured
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woirld like to move that it be included as a part of the record and

Cliffs formation.

I would like at this time to move the entry inte the record of

|

the letter dated lMay 12, 1956 from Penson-lontin oil producers and

operators and signed by Albert R, Greer, Field Superintendent, I

sc that the record may show that it was read.

['R. PORTER: Let the record indicate or reflect the letter
to which Iir, Gurley refers.

fRe GURL©EY: If it please the Commission, in view of the f4
that we have received considerable regquests from the various operaJ
tors to continue this case until a later date in order that the
operators may give further study to the possibilities involved then
and in order to give the Commission staff ample opportunity to look
further into the proper solution, I hereby move the Commission that
this case be continued until June 12, 1956 and set at a special
hearing.

MR, PORTiR: Are there objections to iir. Gurley's motion?
Case 105k will be continued to nine o'clock A, H,, June 12, 1956,

The hearing is adjourned.

ct
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May 12th, 1956

- AIR MAIL
- SPECIAL DELIVERY
New Mexico 01! Conservation Commission
Box 771
Santa Fe, New Mexico Re: Cases No. 1054,
1071(c), 1071(d)
Aitentlon: Mr. A. L. Porter, Jr. and 1071(e)

Gent .emen:

Benson-Montin hereby requests that the Commission
combine Case No. 1054 with Cases No. 1071(c), 1071(d) and
1071(e), and that the hearing for the combined cases be
continued to a later date.

Benson-Montin is particularly interested in Case
No. 1054 covering the Ballard Field, in which we operate
approximately 35 Pictured Cliffs wells and own interests in
an additional 35 wells. It appears to us that the call of
the hearing for Case No. 1054 1is 80 broad as to include the
substance of Cases 1071(c), 1071(a) and 1071(e). In faect,
Case No. 1054 involves matters quite complex, and which
cannot be properly evaluated without information available
from wells currently being drilled. A matter of proper
E delineation of field boundaries in the instance of two
g fielda meeting by offset wells requires 1in our cpinion study
of the characterigtics of the wells on each side of the
boundary. The wells thus involved in this particular case
are now only in the process of being drilled, and the
required information cannot possibly be made available b
May 17th, the date for whiech the hearing of Case No. 105z
is now scheduled.

Benson-Montin has no objection to proration of
the Ballard Field and are not asking to postpone this
hearing because of proration. When Case No. 1054 was
originally set on the Commission's docket, we reguested
that the subject matter be divided, such that proration for
the Ballard Pleld might be heard separately from the more
complex matter of pool boundaries, and thus establish
proration without delay. We also asked that the Commission
grant additional time for the operators to study the problem .
of pool boundaries. The Northwest New Mexico Enginseri
Committee had already fcrmed a sub-committee to study
particular subject, and it seemed to us apprepriate that
this sub-committee be asked to direet its werk to the

Ballard Pleld area dnd provide such assistanse as it might

(L4
1.
B




D

Buxmrlx
ETY PN Y

Ram, & BguBON
A T T T

Wt Y MONY .
e ea  mik e QiL PRODUCERSE AND OPERATORS !
eNE T8 D8ael

New Mexice 011
Conservation Commission 2. May 1U4th, 1956

render. The Conservatlion Commigsion refused to do this,

and advised us that all matters as set out in Case No. 1054
would be heard at one time.

We understand that Skelly 01l Company would like
to consider a partial division of the 8S8cuth Blanco Pictured

Cliffs Pieid. We have no objection to this being incorporated
into the hearing of the abcove cases.

In accord with the reasons set out herein, we
request these four cases be combined, and that they be con-
tinued until the June hearing. We further request that the
Commisglion incorporate this letter into the record of Cases
No. 1054, 1071(e), 1071(4) and 1071(e) when they are called,
and that 1f the OCommisslon does hear these cased at the May
hearing, we be allowed to be heard in these matters at such

later date ag the informaticn 18 avallable which we telleve
to be vital to these cases.

Yours very truly,
BENSON-MONTIN

BY:

Pield Suéerintendon

ee: Mr. Norman Woodruf?f, K1 Pasc Matural Oas Company
Jack [ondon, Jr., Benson-Montin

George Selinger, Skelly 011 Compgny

A. M. Wiederkehr, Southern Union Gas Company

J. Glenn Turner

RERH




STATE OF NEW MSXICQ

~COUNTY OF BERNALILLO
i I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
ilexico Cil Conservation Commission at Santa Fe, HNew liexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHERZOF I have affixed my hand and notarial seal

this 22nd day of lay, 1956,

%otary gublic-giurt Reporter

My commission expires:

June 19, 1959.

ADA DEARNLEY & ASSOCIATES
STENGTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691
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May 12th, 1356
AIR MAIL

SPECIAL DELIVERY

New Mexico 0il Conservation Commission
Box &71
Santa Fe,

New Mexico Re: Cases No. 1054,

1071{c), 1071(4d)
Attention: and 1071(e)

Mr. A. L. Porter, Jr.

Gentlemen:

Benson-Montin hereby requests that the Commission
combine Case No. 1054 with Cases No. 1071(c), 1071(d) and
1071(e), and that the hearing for the combined cases be
continued to a later date.

Benson-Montin is particularly interested in Case
No. 1054 covering the Ballard Field, in which we operate
approximately 35 Pictured Cliffs wells and own interests in
an additional 35 wells. It appears to us that the call of
the hearing for Case No. 1054 is so broad as to include the
substance of Cases 1071(c), 1071(d) and 1071(e)}. 1In fact,
Case No. 1054 involves matters guite complex, and which
cannot be properly evaluated without information availlable
from wells currently veing drilled. A matter of proper
delineation of field boundaries in the instance of two
fields meeting by offset wells requires in our opinion study
of the characteristics of the wells on each side of the
boundary. The wells thus involved in this parficular case
are now only in the process of being drilled, and the
required information cannot possibly be made available by
May 17th, the date for which the hearing of Case No. 1054
is now scheduled.

Benson~-Montin has no objection to proraticn of
the Ballard Field and are not asking to postpone this
hearing because of proration. When Case No. 1054 was
originally set on the Commission's docket, we requested
that the subject matter be divided, such that proration for
the Ballard Field might be heard separately from the more
complerx matter of pool boundaries, and thus establiish
proration without delay. We alsc asked that the Commission
grant additional time for the operators to study the problem
of pool boundaries. The Northwest New Mexico Engineering
Committee had already formed a sub-committee to study this
varticular subject, and it seemed to us appropriate that
this sub-committee be asked to direct its work to the

Ballard Field area and provide such assistance as it might

~
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render. The Conservation Commission refused to do this,
and advised us that all matters as set out in Case No. 1054
would be heard at one time.

We understand that Skelly Cil Company would like
fc consider a partial division of the South Blanco Pictured
Cliffs Field. We have no objection to this being incorporated
into the hearing of the above cases.

In accord with the reasons set out herein, we
request fThese four cases be combined, and that they be con-
tinued until the June hearing. We further request that the
Commission incorporate this letter into the record of Cases
No. 1054, 1071(c), 1071/d) and 1071(e) when they are called,
and that if the Commission does hear these cases at the May
hearing, we be allowed to be heard 1n these matters at such
later date as the information is available which we believe
to be vital to these cases.

Yours very truly,

BENSON-MONTIN

Albert R. Greer
Field Superintendent

cc: Mr. Norman Woodruff, El Paso Natural Gas Company
Mr. Jack Iondon, Jr., Benson-Montin
Mr. George Selinger, Skelly 011 Company
Mr. A. M. Wiederkehr, Scuthern Union Gas Company
Mr. J. Glenn Turner




"THIS 1S THE EL PASO NATURAL GAS CO EL PASO TEXAS MSG 6 3/15/56 PD
MR AL PORTER JR

NEV MEXICO OIL CONSERVATION COMMISSION

SANTA FE NEW MEXICO

THIS COMPANY MAS NO OBJECTION TG CONTINUNING THE HEARINGS IN
CASES NOS. 1054 AND 1071 UNTIL THE JUNE HEARING.

F NORMAN WOODURFF
GAS PRCRATION ENGINEER
EL PASO NATURAL GAS CO
TH !?D 1ST LINE IS CONTINUING

Wi Hrm




-

< "= &>

olL CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE. NEW MEXICO

kay 18, 1956

With further referencs to

Case 10354 the Commiss oont.
Mh?xwmmmh. T . Lo heo

houqlnot.svoulld.rora
mnth,bminuawottheun Y 83 to the
nigit be consumed and the fact that the

have two ful) £}
s cone bast days ¢ earings on June

1on
Lith and 15eh, 3¢
Lo 8ot the date of Jung 19t ’




J.GLENN TURNER

C o
i g .
. { R OIL AND GAS-INVESTMENTS
G ’j‘ 3 v 172 FLOOR MERCANTILE BANK BUILDING
% 9 DALLAS I, TEXAS

|
‘ April 13, 1956

Mr. A. L. Porter, Jr.

Acting Secretary - Director

New Mexico 0il Censervation Commission
P. 0. Box 871

Santa Fe, New Mexico

Dear Mr. Porter:

Many thanks for your nice letter of
April 10, 1956. We appreciate very much the
attitude of the Commission on this matter and
will certainly make every preparation to be
ready for the May 16th hearing.

With best wishes, I am

Yaurs very truly,

JGT/1b J. Glenn Turner
1 cc: Mr. A. M. Wiederkeh
ﬁ Mr. Norman Woodruff
; Mr. Ben R. Howell

i Mr. Albert R. Greer
Mr. Jack London, Jr.
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April 10, 1936

¥r, J. Nlemnt Turmer
17t Floor Mercantile Bank Bldg.
Dallss }, Texas

Dear Er. Turaer:

Your letter of Anril 9, 1956, regqucsts potpensment of Case
1054, ssheduled for hearine om April 18, 1755. TYour letter notes
that the studies now being wmade in conncction -ith tiw area involved
in the case will not bde esmpleted hy the April 18thL date, Your
letteor further indicates jyou wish to present testimony at the

In visw @f the stated conditiorns arxi reguests {rou other

interested parties, Y vill recomwsnd io 4'e “coxmisaion that the
ease be centinusd to the May lith hearir:.

Very truly 7oure,

A. LO Pomr’ Jr.
Acting Secretary - Directer

ALPibrp
CCmhe M., Wiederisur
Ben 5, Hewall

Albert R. Qreer
Jack Lendean, Jr.
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The New Mexicc 0il Conservation Commission

Mabry Hall

Santa Fe, New Mexico

Re: Your Docket Number 1054
Gentlemen:

The above cause is scheduled to be heard by the
0il Conservation Commission on its April 18, 1956 Hearing
and, since such case involves promulgating rules and regu-
lations reflecting and concerning the Ballard Pictured Cliffs
Pool, San Juan and Rio Arriba Counties, New Mexico, including
proposed gas pool delineation, gas proration, gas well spacing
and allowables, gas proration units and related matters, it
. will not ve possible for those of us who are very interested
in such matters to be ready to present evidence on April 18.
A number of us who are interested in such matter are having
comprehensive engineering studies made and the time is not
i sufficient within which for us to get ready by the April 18
; Hearing.

: It, therefore, becomes necessary for us to ask that
j this matter be postponed. Tnis request is not made in the

' interest of delay but in order that proper engineering studies
i may be completed and necessary data obtained so that the full
facts with reference to this matter may be presented to the
Commission when the matter is heard.

Thanking you in advance for your considersation of
this request, 1 am

JGT:mch Jl. Glenn Turner
cc: Mr. A. M, Wiederkenr

Mr. Norman Woodruff

Mr. Ben R. Howell

Mr. Albert R. Greer

Mr. Jack London, Jr.
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April 6, 1956 . 7

Mr. A, L. Porter, [r.

Secretary Director

New Mexico Oil Conservation Commission
P. O. Box 2045

Hobbs, New Mexico

Dear Mr. Porter:

During our conversation April 5, 1956 we discussed the fact that several
operators had indicated to you by phone their desire to have continued the
Hearing pertaining to Proration of the Ballard Pictured Cliffs Pools, Case
1054. 1 advised you that it would be very desirable to my Company to have
this Hearing continued to a later date. We find that there will be inadequate
time to make the reservoir studies necessary to properly evaluate this matter
by April 18, 1956 because of other studies that we are presently conducting
pPreparatory to a filing with the F.P. C,

A representative of El Paso Natural Gas Company will be present at the
Hearing on April 18, 1956 to make a request from the floor that the Hearing
be continued to a later date.

It is respectfully requested that the Commission consider continuation of Case
1054.

Yours very truly,
/{

NORMAN WOODRUFF
FNW:mgs Gas Proration Engineer
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Mr. A, L. Porter, Jr.
Acting Secretary-Director Re: Case No. 1054
New Mexico 0il Conservation Commission Ballard Field
Santa Fe, New Mexico

Dear Mr.

EARL A BENSON
WM V. MONTIN

405% West Broadway
Farmington, New Mexico

April 12, 1956

San Juan County

Your Case No. 1054 scheduled for hearing April 18th,
1956, covering the Ballard Field, includes lands on which
Benson-Montin have drilled, and now operate, approximately 35
Pictured Cliffs wells.

Our current drilling operations are along the north-
east edge of the Ballard Field, in an area which to us appears

to be critical for the determination of the field limits in

this part of the field.

Also, Mr. J. Glenn Turner is drilling

wells along the boundary in Sections 35 and 36 in Township 27
North, Range 9 West, which is another area we bhelieve to be
critical as to Ballard Pool boundaries.

We believe the information developed from these

wells which are currently being drilled to be of extreme
importance to the substance of Case No. 1054, and we believe
that this information should be available to the Commission
at the time this case is heard. This information cannot be
made available for the April 18th hearing. Accordingly, we
would like to request a continuance of this case.

ARG:nej

Yeurs very truly,

BENSON-MONTIN

Albert R. Greer
Field Superintendent




- CALLED BY THE OIL CONSERVATION
- COMMISSION OF NEW MEXICO FOR
. THE PURPOGE OF CONSIDERING:

. THE APPLICATION OF THE OIL

BEFORE THE GIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXXCO

IN THE MATTER OF THE HEFARING

CASE NO. 10564
Ordex No. R-846

CONSERVATION COMKISSION UPON :
ITS OWN MOTION FOR AN ORDER

- PROMULGATING RULES AND

REGULATIONS AFFECTINNG AMD

' CONCERNIMNG THE BALLARD-PICTURED

CLIFFS GAS POOL IN SAN JUAN
COUNTY, MEW MEXICC: MATTERS TO

' BE CONSIDERED IX THE ABOVE STYLED

CAUSE HEING GAS POOL DELINEATION

AND DEFINITION, GAS PRORATION,

GAS WELL SPACING, GAS WELL
ALILOVABLES, GAS PRORATION UNITS

AND RELATED MATTERS INCLUDING THE
POSSIBLE COMBIMATION OF THE BALLARD-
PICTURED CLIFFS GAS POOL WITH OTHER
GAS POOLS PRODUCING FROM THE PICTURED
CLIFFS FORMATION.

ORDER OF THE COMMISSION

BY TRE COMRISEION:

This cause came on for bhearing at 8 o‘clock a.m. on
April 18, 1856, May 17, 1956 and June 12, 19586 at Santa Fe, New !
Mexico, betoro the O0il Conservation Couission, bereinafter refermd
to as the "Commission™.

WOW, on tais ' day of July 1956, the Commission, a |
quorum being present, Raving considersd the testimony preseated and
the exhibits received at said hearing and being fully advised in |
the premises,

FINDS: ;

(1) That due public notice baving been given as requ1red
by law, the Commission has juriadiction of this cause and the
subject matter thereof.

{2) That by Crder R-577 and subsequent orders, the
Commission created, definsd, and extended the Ballard-Pictured Cli#fs
Gas Pool for the productien of gas from the Pictured Cliffs forma-'
tion. f

{3) That the producing capacity of the gas wells in the

3

Ballard-~Pictured Cliffs Gas Pool is greater than the market demand:
for gas from said pool and that, for the purpose of preventing '
waste and protecting correlstive rights, appropriate rules and
procedures should be adopted to provicde a method of allocating gas
among proration units in the Ballardi-Pictured Cliffs Gas Pool.
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‘ (4) That the evidenco adduced st the hearing indicates
that certain extensioans should be made to the boundaries of said
. Ballard-Pictured Cliffs Gas Pool, and further, that part of the
- acreage included in said extsnsions lies within the horizontal
. limits of the Fulcher Hutz~Pictured Cliffs Gas Pool, as defined
i by the Commission.

. i (5) That the vertical limits of the Ballard-Pictured
. Cliffs Gas Pool and the Fulcher Kutz-Pictured Cliffs Gas Pool are
. the same, heing the Pictured Ciiffs tormatioa, and that to extend
. the Ballard-Pictured Cliffs Gaz Pool in accordaace with the :
. evidence adduced ai the hearing will require the deletion of certaz*
. acreage from the horizoatal iimits of the Fulcher Kutz Gas Pool, :
- and that said deletion should be made. i

IT IS THEREFCGRE ORDERED:

(1) That the borizontal limits of the Ballard-Pictured
Cliffs Gas Pool be and the same hereby are defined as that area
described in Exhibit "AY atitsched hereto and made a part hereof.

(2) That the bhorizontal limits of the Fulcher Xutz-
Pictured Cliffs Gas Pool be and the same hereby are contracted
. by deletion of that ares described in Exikibit "B" attached hereto
and made a part bhereof.

(3) That aspecial pool rules applicable to the Ballard-
Pictwxed Cliffs Gas Pool be and the sumz horeby are promulgated,
i a8 follows:

i SPECIAL RULES AND REGULATIONS
FOR THE BALLARD-PICTURED CLIFFE GAS POOL

%é!ell Spacing and Acreage Requirements for Drilling Tracts:

y RULE 1: Any well drilled a distance of one mile or more
! from the cuter boundary of the Ballard-Pictured Cliffs Gas Pool
: and not within the boundaries of another designated pool shall be |
clagsified as a wildcat well. Any well drilled less thar one mile §
from the outer boundery of sa2id Ballard-Pictured Cliffs Gas Pool ;
' and not nearer to or within the boundaxries of amother desigaated !
: pool, shall be spaced, drilled, operated, and prorated in accordance
; with the regmlations in ¢ffect in the Ballard-Pictured Cliffe Gas
Pool.

i RULE 2: EXach well drilled or recompleted within the
: Ballard-Pictured Cliffs Gas Pool shall be located on & tract

i consisting of not leas than 2 quarter sectior of approximately ;
'~ 160 surface contiguous acros substantialiy in the form of a square -
| which sball be a legal subdivisien {quarter section) of the U. £.
' Public Land Surveys.

RULE 3: Any well driiled within the defined limits oxf ;
_ the Ballard-Pictured Cliffs Gas Pool shall be located on a desigueted
drilling tract consisting of ot less than & quarter section which .
iz & legal suodivision of the U. 8. Public Land Burveys, such
quarter section to contain approximately 160 contiguwous acres and
to be substantially in the form of s square. Such well shall be
iocated at least 990 feet fru:a the cuter boundary of said quarter
section, provided, however, tiet & toleusance of 200 feet is
permissible.
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RULE 4: The Scaretary-Rirecior of the Commismsion shall
have authority to griit cacepiion to tha raquirements of Rules 2
and 3 where applicetiou has been Tiled ’n due form and such

' @xception is required because of conditions resulting from previousiy

. drilled wells in the area or, in the case of Rule 3, the necessity
- foxr exception is bssod wpun topographic conditions.

Applicants shull furnish all operators of leases |

- offmetting the lease containing subject well a copy of the appli-

. been properly notified by registered mail. The Secretary-Director
v of the Commisgion shall walt at ileast 20 days before approving any
. such exception and shall approve such exception only in the absence
; of objection of any vffset operators. 1a the event an operator

. objects to the exception, the Commissicn shall consider the matter

i cation to the Commission, axd applicant shsli include with his

application a list of names and addresses of all such operators,
togethexr with a writton statement that ail such operators have

only after proper notice and hearing.

RULE 5: The provision of Statewide Rule 104, parnsraph
{k), shall pot apply to the Ballard-iictured Ciiifs Gas Pool.

Gas Proration and Allocaiion: ‘

RULE 6: (&) Tie 2OYOLge aliccated to » gas well for
proration purposes shalil be snown as the gas proration unit for i
tkat well. Yor the purpose of gas aliocstion in the Ballard- g
Pictured Cliffs Gas Pool, a stendard proration unit shall consist
of approximatoly 160 surface coptigucus mcres substantially in the
form of a square whick shall be a legel subdivision (qnarter-sectiok)
of the U. 8. Public Land Surveys; provided, bowever, that a non- i
standard proration unit may bo formed after notice amd hearing by {
the Commission or under ihe provisioa of paragraph (B) of this rule

Tue zilowzble production from any non— j
standard gas proraticn unii as compared with the allowable pro- |
duction therefrom if such tract were a standard unit shall be in |
the ratio which the area of the non-standard proration unit bears |
to a standard proration unit of 160 acres, subject to the provisie

§ of Rule 9 of this ordexr. Any gas proration unit containing between
i 158 and 182 acres sheli be considered to contain 160 acres for the !

purpose of computing rilowabies. |
|
{(B) The Secretary of the Commission shall have |

5 autbhority to grant an ezception to Bule 6 (i) without motice and

. hearing where application haus heen filed in due form and where ;
: the following facte exist and the foilowing provisions are complled
; with:

i, The proposed non-standard
proration unit consists of lees
thaa 160 acres or where the
unorthodox size or shape of the
tract is due to 2 variation im
legal subdivisioan of the U. 8.
Public Land Surveys.
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2. The non-standard gas proration
unit consiete ¢i contiguous quarter-
guartsr scotlious and/or lots.

3. The non-standerd gas proration
unit lies wholly within & single
goveromental section.

4. The eatire non-standard gas
proration unit may reasonably be
presusad to be productive of gas.

5. The agplicant presents written ;
conaent in the form of waivers from: i

=22 ~.-—-.---v--v " Y i

interestes in the seotion in ;
which say part of the non-~
atandard gas proratiom unit
is situated and which acreage
i is ot included in said non-
k atandard ges prorstion unit. |

{b) All operators owning
interests in acreage olfsetting
i the oon-standard unit.

8. In lieu of paragraph 6 of this rule,
the applicant mey furnish proof of the
fact that said offset operators wore
notified by registored mail of his intent
to form such non-standard gas proration
unit. The Secretary cf the Commission may
approve the application if, after a period
of 30 days following the mailing of said
notice, oo operator beas made cobjection to
formation of such non-standard gas pro-
ration unit.

RULE 7: At lesst 390 days prior to the beginning of each
gas proratioa period, the Commission shall hold a hearing after
due notice has been given. The Commission shall cause to be
submitted by each gas purchaser "Preliminary Rominations' of that
quantity of gas which sach purchaser in good falth actually desires |
+ to purchase within the ensuing proratioca period, by months, froa |
" the Ballard-Pictured Cliffis Gas Pool. The Commisesion shsll coaszdaT
: the "Preliminary Mominations' of purchssers, actual production, and|
| such other Iactors as may be deemed applicable in determining the |
i« amount of gas that may be produced without waste from said pool |
i within the ensuing prorationr period. '"Preliminary Nominations' f
i shall be submitted on Form C-~122.-A as prescribed by the Commission.

: RULE 8: In the evont & gas purchaser's market shall have
| increased or cecreased, purchaser may file with the Commission

" prior to the 10th day of the month a "Supplemental Nominatioa™

" showing the amount of gas the purchaser actually in good faith

! desires to purchase during the ensuing proration month from the
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Bellard-Pictured ClLitftfs Gasz Pool., The Conmission shall hold a
public hearing between the 13th and 20tk days of each month to
determine the reasonabic xarker demand for gas from said pool
for the emsulng proxsticn month, and shall issue a proration
schedule setting out the amount of gas which each well may
produce during the enmuing proration month. '"Supplemental
Nominations" shall be subaltted on Form C~121-A as prescribed by
the Commission.

Inciuded in the monthiy proration schedule shall
be (a) a summary of ithe total pool allocation for that month
showing nominations, anc asdjustments made for underage or overage
- applied from a previcus month, (b) a tebulation of the net allow-
able and production for the second preceding montih together with
a cumulative overage or underage camputstion, (c) a tabulation of
the current and net silowables for the preceding month, (d) a
tabulation of current monthly allowable fcr the ensuing proration
- month, and (@) a tabulation 02 the screage and deliverabilities
~ apsigned each weil, and the factors sssigned each well for use in
- calculating individual well allowables. The Commission shall
. include in the proration echedule the gas wells in the Ballard- i
' Pictured Cliffs Gas Posl delivering tc a gas transportaiion tacility,
. or lease gathering system, znd shell incauue in the proration
© schedule of said pool any well which the Commission finds is being 3
J unrei.sonably discrimipated agrinst through denial of access to a 3
- gas tramnsportation facility which is reasonably capable of bandiing
- tho type of gas produced by such well. The total allowable to be 3
. mllocated to said pool each month shall be equal to the sum of the
© preliminary or supplementel nominstions, whichever ig applicabls,

. together with any adjustment which the Commission deems advisable.

; If, during & proraticn wonth, the acreage assignec
' & well is increased, the operator shall notify the Secretary- ;
. Director im writing of suck increass. The increased allowable E
. assigned the gas prorstion unit for the welil shall become effective!
" on the first day of the month following receipt of the notification
" by the Director. All communiceticns sball be mailed to the Dirertok
. at Box 871, Santa Fe, New Mexicoc.

i RULE §: The monthly gas allocation to the Ballard~P1ctured
: Cliffs Gas Pool shall be divided and silucated among the wells »
" comnected to a gas transportation facility in the following manner:

. The product obteined by multiplying each well's
| acreage factor by the calculated deiiverabiliity (expressed as NCF
. per day) for that well shall be kacwn as the "AD" factor for that
. well., The acreage factor shall be determined to the noarest
 pundredth of a unit by dividing the screage within the proration
. unit by 160. The "AL" factor shall be cozmputed to the nearest

! whole unit,

3 A tentetive allocstion shail be made by dividing
~ seventy-five percent (75%) of the pool allocation among the wells
: in the proportion that sach weil's "AD" factor bears to the sun

- of the "AD" factors of all wells in tne pool.
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The remaining tweniy-five percent (25%) of the
pool allocation shall be divided smong wells in the proportion

that each well's acreage factor bears to the sum of the acreage
factors of all wells in the pool.

When the teantative allowable received by a well is

- in excess of 1ts known producing ability, the well shall be

classed as & marginal well and its &llowable limited to its known

. producing ability. The sum of the difference between the tentative

allowables and the limited allowables of all marginal wells on the
proration achedule shail be resliocated to the non-marginal wells

- by application of the same formuls. 1f such reallocation shall

- allowable of such marginal well shall bo redistributed by appli-
~ in excess of its known producing ability.

jthat of the largest allowable assigned a marginal well shall be

result in placing any other well within the marginal clalsiticat1on;
the difference between the tentstive allowable aud the limited

cation of the sams formula until no well bas received an allowable

Any well having a calculated allowable less than

. assigned an allowable equal to the largest marginal allowable;

provided that the allowable 80 assigned shall not be greater than

" the well's ability to produce. If the allowable so assigned is :
- greater than the well's ability to produce, the well shall be i
“limited to its ability to produce. All wells with allowables so '

" assigned shall be classified as marginal wells.

RULE 10: The calculated deliverability at the "dslivarahilltyx

' pressure™ mBall be determined in accordance with the provisions
. of Order BR-333-C & D.

Hi

! Balancing of Production: ;

RULE 1l: Underpreoduction: The hours of 7 o'clock a.m.,

M. 5. T., Yebruary 1, and 7 o'clock a.m., H. 8. T., Auguat 1,
! shall be known as balancing dates and the periods of time bound

. by these dates shail be known as gas prorstiom periods. In oxder i

to effectively administer the prorationing of gas in the Ballard-

. Pictured Cliffs Pool, it is advisable to have a portion of each

| proration period imclude both summer and winter months. There-

. fore, the first proration period shall commence on October 1,

. 1858, and shall continue for a period of 10 momths umtil August
© 1, 1857. Future proraticn periocds shall commence on the dates set

' out above., The amount of current gas allowable remaining un- ;

f forward to and may be produced during the next succeeding proratioan
| period in addition to the mnormal gas zllowable for such succeeding

3 nads up within the first succeeding proration period shall be
- cancelled.

produced at the end of each proration periocd shall be carried

period; provided, however, that whatover amount thoreof is not.

If it appears that such continued underproduction

' has resulted from inability of the well to produce its allowable,

it may be classified aes 2 aarginal well and its allowable reduced

- to the level of the well's ability to produce,.
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If at the end 0i & proration period a marginal well
haa produced more than the total sliowable assigned a non-marginal
unit of corresponding mize and ue;xvarability, such marginal well
ahall be reclassified as 2 non-marginai well and its allowable
Lprora.ad accordingly.

If duriag & proration period a marginal well is ]
ireworked or recompleted in such manner tbhat its productive capacity |
‘is incremsed to an extont that seild well should be reclassilied as
‘a non-marginal well, the reclassification shall be effective on the
;first day of the proration mouth following the date of recompletion.:

The Secretary-Director may reclassify a well at any
tiae if productiocn data orxr delivercbility tests reflect the need
tor such reclassification. ;
i RULE 12;: oOverproduction: A well which bhas produced &
greater asount oi gae than was allowed during a given proration
Ipariod shall have its aliowable for the first succeeding proration |
period reduced by the amount of such overproduction and such over-
Production shall be wmade up within the {irst succeeding proration
period. If al any time 2 well ig overproduced an amount equivalent |
to six times its current monthiy sllowable, sald well shall be §
lshut-in during the current moath. i
4 .

" The Commiscion mav &ilow overproduction to be made

’up at a lesser rate than would be the case if t{hes well were conplete}y
'shut-in if, upon public hearing aftexr due notice, it is shown that
icomplete shut-in of the welil would result in material damage to
wsaid well.

(
|
i
i
i

;Granting of Allowables:

RULE 13: Mo gas well shall be given an allowable until
Form C-104 and Forwm C~110 have been fiied, together with a plat
(C-128) showing acreage attributed tw zaid well and the iocatioans
of all wells on the lease.

, RUILE i4: Aliowables ©to newly completed gas well shall

comaance‘ i
(a) on the date of coonection to a gas i

v transportation fucility, such date to ;

; be determined frowm an aftidavit furnished

b to the Commission (Box 687, Aztec, New

Mexico) by the purchsaser, or

{(b) the latest Ziling date of Form
C-104, C-119 and C-123, or

(c) a date 45 dayz prior to the date
upon whichk the well's initial deliver-~
ability ancé shut-in pressure lest is
reported to the Commission on Form
C-122-4 in conformance with the
provisions of D-333-C & D,

whichaever date i the laier.
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No well shall be assigned an allowable unless

& deliverability test, or a potential test taken in confurmance
~with the provisions of Crder R-333-C & D has been sulmittud.

Deliverability {estes shall be taken and calculated

in conformance with Order BE~333-C & I3, the provisions of Rule 10
rof this order, and the testiang schedule provision of Order E-333-C

& D.

for test after recompletion or workoverxr shall become effoctive:

i
i
{

"

‘ allowables for the proration period commencing October 1, 1956.
i Bubsequent annuai tests shall be used in calculating allowables
i for proration periods commencing during the next emsuing year.

A change in & well's deliverability due to retest

{(2) On the date of reconmection
after workoverxr, such date to be
determined froca Form C-104 as
filed by the operator, or

(h) A date 45 days prior to the
date upon which a well's initial
deliverability and shut-in pressure
test is reported to the Commission
on Form C-122-A in conformance with |
tbe provisions of R-333-C & D, or

(¢) A date 45 days prior to the
recelpt and approval of Form C-104 !
by the Commission's office (Box §
€97, Aztec, New Mexico); (Form

C-104 shall specify the exact nature
oi the workover or remedial work; if ,
the nature of the work cannot be
explained on Foxrm C-104, in that
avent, Form C-103 ahall also be filed
in accordance with Rule 1108 of the }
Commiecion's Statewide Rules and :
Regulations,

Form C-128 {(Gas Well Piat) shall i
be submitted by the operator at
any time tberc is a change in the
acreage dedicated to said well);

whichever date is later.

The anrnual 1955 deliverabiiity tests, or initial
deliverabiiity tests where applicable, shall be used in calculating

. Reporting of Production:

i RULE 15: The monthly gus production from each well 1in the
| Ballard-PIlctured Cliifs Gas Pool shall be metered meparantely and
' the production zhall be reported to the Commission on Form C-115,
" and such report shall bu postmarked on or before the 24th day of
' the month immediatsly following the month in which the gas

' reported was produced. The operator shall show on such report

- tha dispositiou i the gas produced.




-9
Order No. R-846

Fach purchager or taker of gas in the Ballard-
Pictured Cliffs Gus P00l chull uusbmili o report to the Coummissiua,
- and such report shaoli be posimarked on ox before the 13th day
of the month immediately icllowing the wmonth in which the gas
was purchased ox taxen. Such report shall be filed on eitlber
Form C-111 or Foxm {~1lid, vhichevor is applicable, and the wells
shall be listed in approximatoly thoe sauwe ordor au tlhey ave found
~1isted in the proration zchedule.

Yorms C~111 and C-114 as referred to herein shall
be submitted in tripiicate, the originz:l buing sent to the Com-
mission at Box 371, Canta Fe, Wew Mexi s; remaining copies will be
sent to Box 697, Astec, New Mexico ami Box 2045, BHobbs, NHew Mexico,
respectively.

. Forms C-110 shall be cubmitted in accordanca
with Rule 1114 of the Commission's Rulen and Regulations.

The full prvaduction of gas from each well,
including drilling gas, shall be chaigad against the well’ a ailow-
- able regardless uf the disposition of the grs; provided, however,

- that gas used on the lease and in maintaining the producing ability
of the well shall not be charged against the allowable, but will
be reported on Form (C-1185,

RULE 16: The itexiwm ''gas purchaser' as used in these rules
shall moan any "taker’ of gas either at the wellhead or at any
point on the leas¢ where coanection i made to facilitate the
transportation or utilization of gas. It shall be the responsibility
"of said '"taker'' to wmubmit a nomination in accordance with Rules 7
and 8 of this orde:.

i RULE 17. ¥o gas, elther dry gss or casinghead gas,

produced Irom the Failard-Pilctured (lifis Gas Pool, except that
gas used for "driiiing-~ip' purposes, shall be flared or vented
- unless specifically authorized by osdear of the Commission after
- notice and hearing.

g PROVIDED FURTHER That in £iling Form C~101, "Notice oi ‘

" Intention to Drill" or USGS Form 9-351-&, (whichever is applicable),

i all operators abhnll nirictiy comply with the applicable provisions

. of Rule 104 (b). Accompanyiag tiw zbove form shall be a plat

. (Form C-~128) of the acreoage containad in the proration unit, togeth¢r
" with a complete 1ist of ali working interest owners dosignating the

- mcreage they hold within the communitized area dedicated to the well.

PROVIDED FURTIER, That faillure to comply with the pro-
vigions of this order or the rules contazined herein shall result
"in the cancellation of cllicowabie assigned to the affected well.

- No further allowabie chall be assigued to the affected well until
' 21l rules and regulations are complied w#ith. The Secretary-

" Director sbell notify the operator ¢f tiw well and tbhe purchaser,
" in writing, of tho dutc of allowable cancellation and the reason
. therefor.
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>

PROVIDED FURTHER tThat all transporters of gas or
users of gas shali Iille with the Commission a 1ist of all wells
within each pool connected to tlhoir gas transportation facility
as of Beptemboxr 1, 1858, sand shall furnish connection motices
thereafter, in accordance with the provisions of Rule 14, as
soon as possible after the date of connection.

The lizst reguired above shall contain the name of the
operator, lease name, well number, unrit, and location of the well
(Section, Township and HRapge). Connection notices shall indicate
the date of connectiion in addition to tha above-listed data.

EXHIBIT “A*"

HORIZONTAL LIMITS OF THE BALLARD~-PICTURED CLIFFS GAS POOL:

TOWNSHIP 25 NORTHE, RANGE 8 WEST, NMPM
All Sectious Z and J;

N/2 anG 8E/4 Section 4;

N/2 Bection §5;

N/2 and SE/4 Section 19

All Sections 11 and 13,

N/2 Section 13;

N/2 aud 8E/4 Bection 14;

TORNERIP 26 NORTH, RANGE 8 WEST, NMPM
¥/ 4 Fection 5, i

All Sections 6 and 7,

8/2 Section 15,

&/2 fection 16;

A1l Hectioms 17, 18, 12, 20, 21, 22, and 23;
All Sections 286, 27, 23, 20, 30 and 31,

All Sectiomns 3%, 33, 3¢, and 35;

TOWRSHIP 26 NORTE, RAMGE O WEST, NMPM

A1l Sections L, 7, 3 anc 4;

NE/4 Secticn b

All Sections 9, 10, 11, 12, 13, 14, 15 and 16;
NE/4 Section 21; ‘

N/2 Section Z3;

All BSections 23 and 24;

TOWNSHIP 27 NCRTH, RARTGE O WEST, NMPM
8W/4 Section 28, \

All Section 27,

BE/4 Se«<tion 28,

All feetion 33, 34 and 35;

¥/%z Section 38;
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EXRIBIT "B

DELETION OF A PORTION OF THEE HORIZONWTAL LIMITS OF TBE FULCHER
RUTZ-PICTURED CLIFFS GAS POOL

TOWNBHIR 27 HORTH RANGE 9 WEST, NMPM
- KR ection
SE/4 of ﬂaution 28

DONE at Santa Fe, New Mexico on the day and year herein-
above designated.

STATE CF XEW MEXICO
OJ1,CONSERVATION COMMISSION

e

JOHN F, SIMMS, Chairman
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A, L PGRTER Jr., r & SBecretary




Oil. CONSERVATIO 1 COMMISSION
P.O.BOXP |

SANTA FE. MEW MEXICO

July 19, 1956

Mr. Albert R. Greer
Benson-Mont in

4053 West Broadwsy
Farmington, New Mexico

Dear Sir:

We enclese a copy of Order R-846 issued July 18, 1956, by
the 0il Conservation Commission in Caase 1054, which was heard
on June 12th,

Very truly yours,

A. L. Porter, Jr.
Secretary - Director

Encl.
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

July 19, 1956

Mr, F. Norsan Weedruff

Rl Paso Maturel Gas Company
Pe0Os Box 1492

El Paso, Texas

Dear Sir:

We enclose a copy of Order R-846 issued July 18, 1956, by
the 01l Comservation Commission in Case 1054, which was heard
on June 12th,

Vary truly yours,

Ao L. Porter, Jr.
Secretary - Director

Encl.




SouTHERN UNION Gas CoMpany . L

. / 5
P ‘ 1y ~aaa ..
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EXPLORATION DEPARTMENT | ¢5iss ] Sl ff@?‘ ' [ ¢ ~
e Daveas 1, Texas . -
A M WIEDERKEMR N J /’
AT e . . 2 S i
maaces  IIRI PR L TR rqal;!qh 28, 1956 1=
- s dD : -

Mr. A. L. Porter

New Mexico Gil Congervetion Ccmmission
P. 0. Box 871

Santa Fe, New Mexico

Dear Mr, Porter:

In reviewing the Ceses +o come up for hearing on April
18th, I note Case 105k hes to do with Ballard Pictured Cliffs Pocl.
Southern Uninn definitely is interested in any order, rule or re-
gulation which might be issued pertaining to this Pool egnd I wowld
certainly like tc be able to be present at the hearirg when this
Case is held. We sre having our Stock Holders Meeting on April
18th and it will be imvossible for me to be present on this date
and I would like to request that Case 1054 be postponed until the
regular May hearing,

Your consideration to the above request will be aporecisted.

Yours very truly,

SOUTHERN UNION GAS COMPANY
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