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MR, S4ITH: My name 18 J. <. Smith. I represent
stenolind 011 end Gas. I would like to enter an appear-
ance on behslf of ¥r. Oliver Seth for the Stanolind 01l
and Cas Compeany.

As stated in the notice of hearing, the purpose of
the hearing is to consider the proration of gsa in the
Blanco Hesaverde Pool. Also, considerstion of the en-
largement of the limits of the Blanco Mesaverde Fool.

As stated in the notice, our purpose is to make more
definite and certein the provisions of Section 1l of Order
R=75% as extended by K-1ll0 which presoribed that wells
should be by proraetion units in the fleld.

| This hearing 1s a continuation of esrlier hearings
held in the past. One of Qctober 88, 1048 which resulted
tn Order R-799 fixing the specing and providing other rules
and Order HNo. H-1ll0 s a result of a hearing on October 23,
1951 which ehanged certaln of the completion practices in
the f1eld. Also Order No. E-89 whleh chenged certsin of the
field limits. I would like to emphasize that the hearing 1s
to bs confined to the Blanco ¥esaverde Pool only. We are
not asking for any tightening procedure of any ges wells in
the Steate. It 18 just restricted gs stated alreamdy to Blanco
Yesaverde Pool. I would iike &lao toc point out that the
purpose of the hearing 1s not to restrict the production
which m&y be bssed upon the market demand, but merely that
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demand be spread equally throughout the entire pocl., I
should like to offer edditional te‘timcny in eddition to
that givén at the earlier hearing by calling Mr. Frank
Nuss as our first witness. T don't believe Mr. Kuss has
testiflied before and it will be necessary to call upon
him and have him sworn &s a witness.

PRANK KUSS,

having been first duly sworn, testified as follows:
DIRECT FXAMINATION

MR. S¥ITH:

Will you state your name, plesse?

¥W. Fe. Nuss, Jr.

By

«

A

Q ¥r. Nuss, where are you employed?

A I am employed by Stanolind Ges end 011 in Lubbock.
Q How long have you been so employed?

A I bave been with Stanolind slightly over six years.
« ¥11ll you state your educational background?

A T have a degree in chemistry and phyeics and conaid-
erable extra training in petroleum engineer.

%Where 4id you get your degree?

Texas Christisn uUniversisy.

What degree?

Bachelor of Arts, Chemietry.

Pl B

Have you worked for any company besides Stanolind
0il and Gas?
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A No.
Q The work that you have done with Stanolind 01l and
Gas Company, what has 1t been?
A My work hes been primarily reservolir engineer and
evaluations.
Q Just & moment.

MK, S¥ITH: Would the Commission sccept this witnes:z's
qualificstions as an expert?

¥R. SPULKIFR: They will.
Q Mr. Nuss, in your capecity as reservoir engineer
among the capacities that you have, I will ask if you
have made certain studies with respect to the Blanco Mesa-
verde Pool?
A Yes, we have nmade falirly extensive study.
Q ¥1ll you stete something with respect to the producing
gone of the Blanco eaaverde Pool?
A T have considereble history here. Gas Froduction in
the Blanco Mesaverde Pool is obtained from the blanket sand-
stones of the Cliffhouse and Foint Lookout formetions of
upper oretacious age which lying at s depth of between
3800' on the top of the Cliffhouse to approximately 5500t
on the base of the Point Loockout formetion. The two gones
are sdpnrated by the “enefee formation which averages
spproximately 400' in thickness and which is not considered

& major source of gas ln the reservolr.
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The pool is located in northeastern San Juan County,
New Mexico, the gas production was originally discovered
by Runtington Perk No. 1 through the Goede, presently the
Delhi No. 1 W. ¥. Hensfleld which was originally a dual
completion in the Plctured Cliffs and sesaverde formation
located in Bection 29, 30 North, Range 9 West.

This well, which was originally completed in 1927, has
supplied gaa to the town of Astec since 1929 and has a
total circumlative production from the Mesaverde in exceas of
1,000,000 MCF. '

Q What has been the fleld production ﬁistory of this
particular pool?

A I would like to offer ag our first exhibit & tsbula-
tlon of the production history for the pool.

(Mark Ixhibit No. 1 for identification.)

A (Continuing) The data T have compiled here is taken
from a report made by Broikew, ¥c¢Kee and Lixon from the
beginning of production in the pool through 1948. The
remalnder of the data ;a taken from New Yexico 01l end Gas
Fngineering Company records.

It indicstes & total cumulative production ss of
November 1, 1851 for the Blanco desaverde of 8,139,779 MCF
of gas. Of that figure, 5,851,281 “CP have been producing
during the first ten months of 1951. These figures indicate
trhat the production Quring 1951 will represent something
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better than 70% of the total ecumulative production from
the field.
] ¥hat are the present area limita? Do you have any
exhibits that show the arca limits of the flelda?
A T have an exhibit which will be bur No. 2.

(4¥mrked ¥xhibit Ko. £ for identification.)
A (Continulng) This map Iindicates the present outlines
of the pool &s established by the New Mexico 0il Conserva-
tion Commission under order R-86.
] Ys that the ares outlined in red?
A It 18 the area outlined in red,
Q 7741l you explain the signifliocsnce of that s&rea oute
lined in green?
A The sres outline? in green in this center portion of
the field right directly north and east of it is the ares
witch 1s included in our petition for the aiiition to the

pool.
Q In other words, the ares indlcated in green is addi:

[

tionel ares limits thet we &re now asking?

\

A Yea. Gas saturation is found throughout ti.is entire
area even outslde the fleld limits, but the commercial
coilection of gus wells 1is controlled by development of
sufficlent parosity end permeabllity in the formation to
permit gsa production at an economical rate. As of

December 12, 1951, epproximately 144 wells heve been
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completed in the pool., On that date there were 25 drilling
rigs in operation in the fleld, The completion of wells

in the area generally involves stimuletion of the formation
with large amounts of nitroglycerin, and in recent months the
institution of rotary drilling with gas as a ciroulating
medium has indicated excellent possibilitjes in the reduction
of drilling and completion eosts and improvement of complet-
ion procedures, In lmproving our completion techniques it
is accepted by the majority of operators in the fleld that
contamination of the formation through drilling well fluids
when water base mud is used results In a decreased deliver-
abllity over other methods of ecompletion.

Q State something with respect to charascteristics of the
producing formetions,

A Geologlcally, the produclng sandstones in the Mesaverde
formation, the Cliffhouse and Point Lookout intervals, are
blanket sandstonea of upper oretacious sge. They are com-
posed of Maring deposited yellow to brown and oresm colored
ssndstone beds with some sandy shale. Exhibit 3 electrical
characteristics of the Mesaverde are indlicated by the
electric logs of the Stanolind Elliott "A"™ No. 1 which is
representative of the producing horizon.

Q State briefly what the characteriatics are.

A On this log I have marked the top of the Cliffhouse,

the top of the Menefe and Polnt Lookout formstions, the three
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zones which comprised the ¥esaverde Fool, also the top
of the shale at the base. The elsctrical characteristice
sre thoroughly aocurate.

(Marked Exibit No. 3 for identificetion.)
4] ¥hat ia your testimony with respect to the porosity and
permeabllity in the producing ares?
A On the basis of the core analysis data the average
porosity for the Cliffhouse 10.8%, for the Point Lookout
2.7%. T™he permeablility for the Cliffhouse .55 mlllardarcies
end for the Point lookout l.4 millardarcies. Ve actually
heve very few cores, bacause of lossz of circulation in the
producing intervals.
Q ¥hat about your water saturetion?
A I am inclined to believe that the water asaturstion as
measured by core anslysis are not repreaentatiie of the
formetion eapeoially teken with the water base mud,
Q ¥hat are the characteristics of the weli with respect to
eny stabiliszation thet may be required to get an accurate
test? '
A Vell, the wells require a long stabllizetion period for
this reesson. ¥e believe that delivnrabiiity tests against
& uniform back pressure are much mors representative and will
result Iin & better test of the producing characteristics.
The thickness of the two intervals is slightly over the area,
the average thickness of the Cliffhouse and Point lookout 1s
approximately 60' each. There is no indicetion that geologic
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structure has any direct influence on porosity and perm-
eabllity.
GQ That is the producing reservolr itself?
A That 1s in the reservoir.

(Marked Fxhibit Ko. 4 for identification.)
Q I hand you what ﬁns been marked for ldentificstion
a8 Ixhibit No. 4 and ask you to state what it representas.
A This 18 a structursl map contoured on the top of the
Cliffhouse section in the center portion of the field that
is the ares in which Stanolindt's chief acreage is located.
Contour intervel is on 50' basis. Contours indicate the
top of the Cliffhouse pay asection above sea level. Ixami-
nation of the potentials of the wells in the areas with
lreapect to the structural loeation definitely indicates
~ the atructure has little effeot on the capacity of the wells
to produce. The sediments in the ares with respect to this
strueture dip gently to the northesst from the outcropping
formation approximately 560 mllies to the southwest of this
area of the fleld. |
Q I esked you to state generally sbout the permeabilities
in this area therc and what they Indicete with respect to
the ocuteorop.
A The low permeabllity in the sands and also the
spparent detrimental effect of fresh water on the forma-
tion indicates that the reservoir itself is isclated
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from the outerop ard our production in the field will be
by volumetrio expansion of the gas. Cliffhouse end Point
Loockout ere open to & common well bore and a number of
completions in the fleld.

Q “hat type of g&s do we have out there, sweet jas?

A It 1a & sweet 288 average gravity of approximately.é7.
%e recover small volumes of condensste in the field. The
production data at thls time 1s insufficlent to indicxte s
uniform aversge for the fleld. Originel bottom hole
pressure 1364 in the formstion.

() ¥hat sbout the bottom hole preassures in the field,
what evidence 4o you have with this?

A Qur best prodetermination of the origlnal 1364 pounds
per square inch shut in the formation.

(4] what evidence do we have about the present bottom hole
pressurss that mey be encountered?

A I don't have any recent bottom hole pressure data.

Q Any indication of any sharp decline?

A Not on the recent completions of all wellas.

Q with reapect to the purchesers of ges in that area
what companies are purchasing gas at the present tine?

| There are two pipe line supply systems. The T1 Psso
and Southern Union Gas Company. Their lines and the proe
duction 1nrthe Blanco Pool extend over an area some 48 miles

in length and 6 to 12 miles in width, e totsl of 270,000
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acres.
« That ia the total acreage in the Blanco iesaverde
Pool at the present time?
A That includes the additionsl which we - 7
Q (Interrupting) The general area that we would lixe
to add on?
A Yes. The developing in the fleld is on 320 scre
spacing and gas production at the preasent time is sgainst
approximetely 500 pounds line pressure in the ¥l Peso line
&and the main Southern Union line, a&nd approximately 300
pounds line pressure in the Southern Union La Plata line.
That is the northwest portlon of the fleld.
Q ¥hat sbout the sdditional development that may be
going on in the fleld &t the present time? .
A The additional development in the aresa which we have
colored green up there has resulted in commercial pro-
duoction from the ¥esaverde zone and definitely indicates
the deairablility of an extension of the fleld limits for
that ares. I would llke to offer this Ixhibit.

(Marked Txhibit No. 5 for identificaetion.)
*) I hend you Fxhibit 5 and ask you to atateo what it
purports to reflect.
A ™is Txhibit lists the recent completions in the area
which is colorsd green on our Ixhibit No. 2. It liats the

lesse well, number, location and zone in which the wells
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are completed and the potential. There sare nine wells
whiich have been completed in that eres, that 1s as of
Uecember 12. The potentials range from approximately
3300 HOF per dsy to 11,000 #CF per day. Tach of the wells
was completed in all three zones. That is the Cliffhouse,
venefee and Foint lLockout formetions ere all open.

& Specifically what sectlions will be included in the
added area?

A The apecific sections, they are sll in Range 8 ¥est.
In Townshlp 29 Korth there ure Sections 1, 2, 3, 12 and

R s i R e

13. In Township 30 North, Sectlions 1, 2, 3, 10 trhrough 156,
22 through 27, 3, 35, 36. In Township 31 North, Sections
26 through 36. During October of this year 80 wells which

were completed and producing in the field made a total of é

1,466,889 MCF. That is a rate of 47,280 MCF per day or 591,/

per well ¥(T7, per well per day.

< How many wells completed in the field as of recent
date?

A Istest date Lecember 1, 144 wells completed as of that
date. These 144 completions indicate that the fleld average f

/

potentiul #verage per well will be approximately 2,550 HCP

{
|

~
per day.
Q How many wells were running during September, Cotoper,
November continuously in tbat area? ;

A During thet period approximately 26 rigs were running
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aversge during the period they were completing l4 wells
per month or spproximately 168 wells per year. On the
bessgis of the pipe line capacities which hseve been supplied
by the purchesers we have an indication of 70,000,000
cublc feet per day for 11 Paso Katurel Gus Company and
45,000,000 cublic feet for Southern Union Gas Compeny.

Q Have you worked out the average deliverablility of

the wells and sre you able to show how the capacity 1ia
being approached?

A Considering that the average deliverability of the
wells duringYOGteber of thizs year will represent the
additional wells wi.iCh will be completed, the capacity of
115,000,000 ocubic feet per day can be supplied by 1956
produsing wells. At the prsseﬁt time, 144 wellg are com-
pleted leaving 61 wells only to be drilled before the pipe
line ospecity from the field will be met. At the present
rete of completion of wells this will require spproximately
four months improvement in completion teohniquoa‘whloh will
increase the well deliverabllity.

Q Is there a possibility of any scceleration of that
date due to improved completion techniques?

A There is a definite possibility that improvement will
reduce the time required to meet the pipe line capacities.
Q That will be due to increased deliverablility of the
wells completed?

16.



A- Thet's right. Under the esently indicated pro-
ductive acreage for the fileld approximately 846 wells
will be needed for ocomplete development. At the present
rate of completion, the field will be completely developed
within 4.3 years. These factors indioate that continued
development of the fleld will result in producing 6npncity
in excess of transmisslion capacity during the coming year
and prorstion of gas will be neceasury to sssure ratesable
tekes smong the wells In the field.

HR. SHITH: In your opinion;iyou conaider that in order
to extend into this at tnuis partiocular time, it 1s necessary
that we attempt some sort of prorstion. I have no further
questions of this witness. —_—

MR. SPURRIFR: ©Does anyone else have a question of
this witness?

ME. IOCKE: I would like to ask one queation.

Q  (By MR. LOCKE) In what State do they use the method
of proration suggeated by you?

A 8ir?

& ¥hat State uses the method of proration suggested by
-you?

A I am sure 1t ia used in Texss.

< You suggested a method of proration & moment ago in

your testimony. I asiied you to name s State in which that
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system of profation is being enforced.

A I am sorry sir, I haven't suggested a method of pro-
retion. I belleve the method that we are proposing is
used in Texa:.

MR. LOCEE: That is all.

MKR. BPURRILR: Mr. Davis.

MR. DAVIS: I would llike to ask you, ¥r. Kuss, in
making & statement here & minute sgo sbout the fact that
wells now in progress within four montha, I believe you
said, would aatiéry the mariket requlrtmenta of the pipe
line companies in the Blanco Mesaverde Pool. Do you have
any information as to the market requirements of the pipe
line company for the future in making thet statement?

A I have only -

Mits DAVISs (Interrupting) %“hat do you base it on?

MR. SMITH: T don't believe he testified with respect
to market demand. Thaet 1s to pipe line capacity.

MR, DAVIS: That i8 with respect to pipe lines now
implaced there.

MR, SMITH: Thet 1s right.

MR. BAKNIS: You spoke about the deliversbility of the
well, Vhat 1s the deliverabllity based on, 1s thet actual
line input or besed on initlal potential?

A The deliverabllity which | have used in the estimates

is baged on the aotual production on wells which were



producing during October of this year.
4] (By ¥HK. BARK!'S) That is Dased on actusl line input for
the month of October?
A That 1s right.
G« You are projecting thet same production when you say
thet you belleve the wells will very shortly be producing
more than the pipe line capscity?
A The same average deliversability in the pipe line.
Q Do you have a flgure here as to what the ab‘olute
total pipe line capecity is st the present time?
A The only figure that I have 18 the figure which hes
been supplied to my company by the pipe line outlets, that
is the two which I gave previously. I would like to have
corfirmation of those 1f we can get it.
Q You based your flgure on a statement there and you
don't nctually4have any accurste deta to indlicate whaet the
actusl pipe line capacity is at this time or what it 1is
 1ikely to be?
A I used the beat figures which we were able to get for
the capacity.

MR. SMITH: You obtalned those figures from the
purchesing companles direct, did you not?
A Yes, sir.

MR, SMITH: Thet is all.

MR. BAENES: That is all.
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Q {By MR. FOSTFR} Mr. kuss, you used the term deliver-
ability, in your thlnking is that synonymous with potentisl?
A No, sir. The delliveraubillity which I am using in this
cese T am thinkin: of actual production into a pipe line. X
Q Against some assumed plpe line pressure?

A Yes, sir, I velleve 1t haa been running approximately 7/
500 pounds in most of the field. |
G In your thinking, how dc you use the term potential?

A The potentlsls which have been reported are supposedly
open flow potentisl that 1s againast atmoaspheric pressure.

Q Is that at the sandface or at thes top of the pipe in
your definition of the term?

A I believe thal the reported potentials would be with
atmospheric praaiure at the asurface.

Q At the surfece. Yhat size pipe do you have in mind
there in determining those potentiels? —

A I haven't used potentlals now in any of my cealculations.
@ I understand.

A As far as I know the a{go of the pipe varies somewhat
over the field. %e are¢ not recommending the potential.

G Yhat 18 the varlation in pipe alze?

A I don't have any flgures on thut.

&« You jJust know that it does vary?

2 Yes.

Q Some speculstion s to what the varlgtion might be in



pipe size?

A I-don't have any direct Iinformation.

G %“hat size pipe do you use in your well?

I 3 T believe we are setting five and a half.

G Do you know cf any smaller alze used by othexr compenies?
A T don't have any direct knowledge of that, no, sir.

G Do you know of e larger size used by other companies?

A T don't have eny direct knowledze on either of those.

G You don't apply the use of any friction fectors in
determining your wellhead potential?
A would you atete thst agsain, please?
« po you?igy friction factors in determining your well-
hesd potentisl?

¥R. SHMITH: I don't believe ir. Nuss's testimony
covered that or direct examinstion.

MR. FOSTIR: Are you objecting to it?

ME. SHMITH: No, I am not objecting. 1Is thies direct
examination here. It 1s not part of the cross-examination.

¥R, POETIRE: That might be & matter of opinlon. ¥e
are interested, of course, he testified about gas proration.
Ve don't have sny rock in the bucket at this time but I can
gsee on & system of yus prorstion and what you apply here in
this field, you might well apply in some other field where
we are interssted. I just simply want, of course, 1f Mr.

2mith doesn't want to anawer.
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¥R. S£ITH: I have no objecticn to his enswering the
question.
G (By #R. FOSTEKR) Vould you anawer?
A ®ould you state your question again?
19 Do you use any friction factors ln determining the
wellhead potentisl?
A %When we are calculating open flow potential from back
pressure test for our own wells we normally use the friction
factor in calculating that. |
Q Do you calculate 1t back to the sand face?
A Thet's right, yes, sir. /
Q These open flow potentlials thet you are talking about
are reslly calculeted as the potential of the well at the
sand face?
A %Yell now, T am not femiliar with the way most of tliose
were calculated. Ve have taken the reported potentiasls for
most of the operstors. I know how mine were calculated.
Q You haven't suzgested the adoption of any proration
formula for prorating gss in the field, you yourself?
A Myself, I have not.
Q Some other witness will do that, I sssume?
A Yes .

KR, FOSTIR: That is all.
Q (By MR. SHEPARD) Heve you had eny trouble in obtaining

connections?
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A Stanolind hssnt't, no sir.

Q (By MR. KLLLAKIN) In your testimony as to the pro-
ducing formation, I recall that you said that the forma-
tion is s yellow or brown sand and some sandy sghale.

A Yei, air.

Q In connection with that you testified as to the
porosity and permeabllity of that formation on the basis
of core analysis?

A Yes.

Q Could you say how many of the core analysls were
available to you?

A I belleve there were a total of sl1x core analysis.
Q Would you say there wgs eny variation over the fleld

in the porosity and permeability?

A As T rTecall there was not a lerge veriation.
Q There would be some?
A There was soms, certainly.

Q ¥hat effect, in your opinion, would the variation in
porosity end permeabllity have on the comelative
riéhta, for example the land that overlay the ares of lesa
permesability?

A I wouldn't, if you could state that a little different.
7 don't understand what you mean by the question.

Q The Question [ have in mind is this. Vheat effect
would the institution of the temporary proration syatem
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whioch 3Stanolind has suj zested have on the protection of
correlative righta?
A In other words, what effect, let me see if I under-
stend you, what effect would the use of the proration
formula that we are proposing have on eorrelative rights.
i~} Yes.
A T believe the formula we are proposing will represent
& reasonable protection of the correlative rights. 1In
other worde, I feel thut the varlation of porosity and
permeability end the formule which we are proposing are,
you aishﬁ say, in accordance with each other.
& In other words, you don't think there 1s sufficient
variation that it would have only meterial fact?
A I think they would sbout cancel esch other out.

MK. POSTER: ¥hat is the formula thut you propose?

ER. SMIT™: That formula will be covered by a different
witness.

MH. POSTIR: Alright.
Q (By MK. DAVIS) I belleve you testified that within
perhaps & yeer and & half there would be an excess of gas
in the Blenco field?
A within, 1f the present drilling rate continuee and
assuming that the average deliverability of the wells which

are producing is representative, we should have an excess

capecity during the coming year.
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Q Did you have any information s to proposed expansion
of the pipe line companlies, pipe lineg up tlere of thoir‘
additionsl need for ges in the Blanco ares in meking that
determination?

A I was not able to get any of the information.

Q In other words, the idea that there would be an excess
of ges in & yeer is purely a hypothetical crase without
taking Into oconsideration the real thing &s to what the
needs will be for gas of the Blanco field gnd the propoaed
pipe line addition?

A The data wich I have given 18 based on -tha present
capacity s bestT hLave -

& (Interrupthz) “ithout any expansion?

A without ens expansion if sueh 12 in the wind.

#R. DAVIS That is ail.

A VOICE; Are you femillar with the teatimony preve
iously given the Federal Powsr Commission with fcreronce
to the need for additionsl pipe line in the bagin?

A ¥, air, I have not had & chance to read you alil of
that.

Q (?y MK. BAKRFE) I would like to ask you two more
questions. You used the word deliverability seversl tires.
Tan't 1t true that the bulk of the drilling in that area
has taken place In the laat year or Jear and @ halr?

A I believe that is right.
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& * Muoh larger proportion of the wells completed in the
lasat aix months or previous year?

A T don't have any sccurate figures on that. I know
that production this year 1s grester than 1t has been in
the past. It 1is shooting up repldly.

Q wouldn't it be true that a lot of deliverabllitles

on wells that have only been on the pipe line a short time,
i{f in fact only too short a time to know what their actusl
deliverability wlll be? .

A That is possibly true. I might point out that we
expect our wells to clean up en lnereaaeéké;liverability
a8 they aonﬁinue to produce.

& Do you have any concrete exariples of thet? Any speci-
fic wells you can mention that have done that?

A Y don't have any apecific examples. I bellieve that
hiaa occurred in one of our wells at leest,

h) T would 1like to ask you one other question. You assid
there had been no decline in production of recent complet-
jons. Do you have sny evidence ¢f any decline in gny
completions up there st all? Let'a take the orlginal
Mansfield's well. Has there been any decline in the pro-
duction of that well since it was -

A {(Interrupting) I don't believe I made that atatement
to begin with. I don't have any filgure on decline of any

single completlon.
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Q I may have mlgﬁnderataod. I thought you steted there
had been no declin:?‘reoent completions.

A T didn't atate thet, no, sir.

5] Well, let it go. T think 1f you will 3o back through
the teatimony, you did make that stetement.

ME. 8MITH: You mean decline in the number of complet-
icons per month?

MR. BAKRES: I seld there had becn no decline in pro-
duction in recent completions. Just & se:neral stetement.
In any of the older wells. I don't have any oconcerning the
decline of any single completion. I will let the record
stand on that.

MR. BAHNES: That is all.

Mhe SPURKI'Ks Any further questions of this witness?
By MR. WHITE:

Q Has the bottom hole pressure decreased in any of the
wells?

A I ﬁon?t haVe &y recent bottom hole preasures. iost
of the production hag beer taken from the field during this
yeoar. %@ have noted prscticully no decline in bottom hole
pressurss of our own completions.

(4] Of the 80 wells you speak of, how meny are owned or
operated by Stanolind?

A I believe we had two or mesibly three on production
during Ootober.



!ﬁ.‘SPURﬁIERz %haet sort of test was thls original
potential thaet you took on these wells?
A e took back pressure teasts on our own wells,
particularly on Stanolind Tlliott. I em not femiliar
with all the procedures used by the other operstors in
reporting thelr potential teats.

MKR. SHEPARD: How many different operators ere tnere
in the Blanco?
A T don't have that figure. Iet me see. Some 15 T
think, 16 to 20. |
8] Are there anymore questions, Mr. Barnea?

MR, BAKRES: I don't want to beat this to desth, but
I would like to ask one more question. ‘
Q (By MR. BAENI'S) 'This is an opinion question. In
your opinion, do you velleve that fixed core analysis in a
field 48 milea long and Z0 miles wide is sufficient to
evaluate the decline of the potentisl of the entire ares?
0 you think you have & sufficient spresd?
A As far &8s T am concerned, T don't think we do. BRut I
baven't sctusl ly used the core analysis. But a préliminary
estimate of the porosity and permeability in the formation -
Q (Interrupting) You don't think that is sufficfent to
compile any finsl flgure on?

2 I would like to hsve more -

ME. %HITF: (Interrupting) You sald very few were taken
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snd I think you later stated 8 to 10. Can you point out on
the map where the 10 cores were taken?
A No, sir., I don't have those locstions in mind.
Q You don't know whether they were taken in the came
area or diversifiec through the field?
A No, 1 6on't. I think most of them were through the center
portion of the field,
MR. GOFHAM: I would like to ssk, relative to interlocking
reservoirs in the Blanco area, when wells have been shut down
to the surface with an adjacent we}l's produce, has there been any
decrease showing any 1nter-locking capacity?
A 30 far as I know there have been no tests of that nature.
It would reguire considerable zmount of production from an offset
well in & field of this size before any pressure would be noted
on a shut-in wel. You sre going to have to produce s lot of
gas from the ree voir in order to pull the pressure down any.
Mii, SPURRIER: You represent Southern Union Gas Company?
I wish you wald give your name and who you represent.
¢ You testified that during the month of October, 80 w=lls
produced an averzge of 591,000 feet s day. And it was your
opinionﬁthat the wells would continue to produce at that rate,
is that right?

A I testified that I was assuning that those wells were
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representative of the additional completions which we
will be making.
Q Are you sware that during the month of October a

s emmrerimsimememrt™

large majority of the wells had not produced into the

et

line long encugh to have stabilligzed in their flow and \
thet it tekes several months for any of those wella to K
become stabilized into the pipe line? \
A That is posasible.

MR. SPURKITk: Any one else?

ME. LOCKE: Do you know how many wells are actuslly
producing into the line in October?
A From the figures which I obtained from the New Mexico
01l and Gas Fnglneering Committee, there were 80.4\\~

+] Fow many of those did Southern Union have?

A I don't know.

Q How meny were producing Into the Tl Paso pipe line?
A I don't have that locetion.

G Do you know the iocstion of the wells producing into

the lines?

A T don't have 1t with me. It i»s reported to Kew
Mexico Inginsering (ommittee. That 1s where I zot the
information.

MR, “HIT:E: When was the first well drilled in this
fleld? | |
A I vtelieve the first well was completed in 1927 or V///
1928. That was the well which ia now the DLelhi ¥No. 1,
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with-e Mensfield.

Q _ Can you give us the number of wells that were drilled,
say, within the first ter years, and how many in the laat
few years, say, within the last year?

A I don't have that informetion with me, sir. Most of
the wells T believe have been drilled since the first of
1948.

« You say most of the wells. How many would you say?

A I think there was ons well producing until 1948.

Q Then ixf spproximetely 79 of the wells have been drilled
since 19487

A That is right.

ME. SMITH: Do you know how long the 26 rigs have
been running out there?

A The only figures I checked 1in that respect were for
the last three or four monti.s of this year.

ME, UTZ: Hr. Hu_ss, getting back to your bacl pressure
tests. How many wellas did you back pressure test, can you
give me that figure?

A I don't have it with me. I know that we have taken
back pressure tests on two of the wells.

Q were they far poiut tests?

A Yes, sir, far point tests.

@ You are ableto get a reasonacle four point test on

them?
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A I wasn't entircly satisflied with it, no, sir. They
take & long time to stabilige.

MR. SPUKRIZK: Any one else?

MR. SHEPARL: This first well that was drilled, has
there been any recent test on 1t?
A If there has been it hasn't been in a form where I
could find 1t.

#R. SPURKIIR: #r. Barnes,will give you just one E
more chance if you want 1it. :

MR. BAKNES: I don't want snother chance, I wasn't
going to ask a question merely as a matter of record. I
checked the State 0il Commission records on the basis of °
the actual records turned into them, I found at the end
of October, 92 wells were on the line in the Blenco fleld
of whieh 48 were Southern uUnion, and 44 were 1 FPaso.
I just want to enter that in opposition to & previous
figure.

MR. SPURRIYR: Thank you. Any one else? 'The witness
is excused.

(Witness exoused.)

Liv.IS BONL,

having been first duly sworn, testiried as follows:

DIRECT 1AAK.NATION

By MR. SMITH!:

¥H. SMITH: I believe he has testified before and you
have accepted his qualifications.
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MR. SPURNIUK: That is right.
(By K. S¥ITH) State your name.
lewis Bond.

By whom are you employed?
Stanolind 04l end Ges Company.

£ o o > 5

Ur. Bond, how many purchesers of gas are there in the
Blanco ¥esaverde Pool?
A Two. The Southern Union and ¥l Paso Companies.
Q Do you have any exhibits that show the ultimate market
for gas purchased by the two companles?
A Yes, I do.

(Marked Exhibit No. 7 for identiflcstion.) )
Q %11l you please state vhat those markets are?
A This map shows me jor gas pipe lines in the United States.
It is of interest in this regard to HBlanco area since it
shows the market served by the Southern Union and ¥1 Paso
lines. The Southern line serves towns in New Mexico such
as Santas Fe, Albuquerque, Los Alamos, and Durango in Colorado.
The ¥l Paso line serves markets chiefly in Arizona and connect
with the Pacific (as snd Electric Company line whioch I believe
ultimately transports that gas to San Francisco.
Q Do you have an exhiblt showing the location of the
gathering lines of Tl Paso and Southern Union in the Blanco
iesaverde Pool?

ﬁ Yes, sir.
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( Marked Txhipit No. 8 for identification.)
& T note that you have different colored lines in there.
w%1ll you please explain which colors are which companies
lines?
A First I would like to state that the orange border
{ndicates the preasent bounderiea of the Blanco Hesaverde
Pool. The lines colored in red indicate plpe lines
operated by Il Paso Natural Gas (ompany. The lines
indicated in green are operated by Southern Unlon Gas
Company. This ares 1s the Fulcher-Kutz Pool which produces
across from the Plotured Cliffs and is not involved in this
hearing. I would like to stste that the information which
I have on the Southern Union line, I believe is cufrent as -
of last March 1951, and the Fl Paso lines as of October.
So I feel sure that there are numerous other lines which
hsve been completed aince.thaao treansitions were prepared.
T™he dotted lines on this map indicate proposed lines, meny
of which I am sure are in plac§ at the present time. I
would like to point out further that the old Ia Plats ares
is served by the Southiern Union Company. The Largo ares to
the south served by the ¥l Paso Company. And 1in the central
portion of the pool which is the ares where the Blanco Pool
wss first discovered is served by both lines. I have colored
in that ares served Dy.hcth lines, acreage which is connected

to each line. The blue color represents screage connected to



Tl Paso lines and the yellow to the Southern Union lines.

I would like to explain that this legend wulch indicates
that yellow 1la dedlcated to Southern and blue acresge
dedicated to Fl Peso's line is not intended to imply that
is the only soreage so dedicated. I have merely colored

it in, the central portiocn, to i1llustrate a point. My
point is this. You will note from the colored blocks that
acreasge served by the Il Paso line 1s in more or less of

8 cheokerboard pattern with acreage served by Southern
Unlone. In other words, ther: ere offsetting tracts served
by both lines in thet area. I feel sure that that condi-
tion exists in other parts of the fleld and will exist in e
considerably larger portion. Slnce the acresge served by
the two lines i3 in eloog conjunction, it appears to me that
unless the withdrawals from both lines are approximately

the ssme percentage ss deliverability of the wells that they
are sonnscted to, that some ifnequities will result to the
royalty owners and lease owners of the acresge involved.

] Fe havwe proposed certaln rules with reapoct to that
feature. %ould you like to explain the proposed rules that
we have?

A Yeoa.

1 Thet we have suggested to the Commission.

A Yes, sir. I have seversl coples of these and perhaps
the Commission would like to look them over at the same time.



T would like to state before reviewing the rules them-
selves that we have discussed the rules with other
operators in the Pool and have included suggestions mede
by various operstors. The proportion of the rules
conmenced with Caragreph A. I will begin discussing the
rules. On the first page, we have merely prepared a

proposed form of order for the convenience of the Commiss-
ion in considering this matter. I would like to point
out two corrections which may be made on some of the
coples which have been ciroulnted,fgfd not on others.
where reference is made %to Order 7\93/./ the reference should \ /
be to Order No. R~-110, which is the most recent order
promlgating rule for the Blanco Mesaverde Fool. Going

to Paragraph A, on Page 2, where the actusl mechanios af
prorating ges are outlined, that paragraph provides that

the production from wells In the Blanco Mesaverde is to

be determined by nominations which are submitted by the
purchasers of gas im the pool, on yearly basia. It also
provides that the Commission may consider previous over

and under productions in erriving at the sctusl allowable

from the nominstions submitted. Thet provision is to

enable the Commission to &dd previous over prodt-xotion to

the nominationa or subtract praviaua_,_gnder; productison in

order that the purchasers may produoo\% the gmount of gas

which they require and still meke up previous over or



under production.

T™is paersagraph &lsc provides that the purchasers may
subnit samended nominations at such time as it becomes
obvious that thelir nominetions have not adequately reflected
their market for gse. In Parsagraph B there 1s a provision
for allocating the allowable established by the Cormission
for the first year, or rathexr I should say from the
effeative date of this order t»é January 1953, on the basis
of the open flow potential tests wlch have been taken on
the wells.

In Paragraph C, it is provided that after Jsnuary 1,
1953 gas in the pool shall be allocated on the basis of
acreage times deliverability. In other words, each well
willi get & share of the .totnl pools allowable which 1is in
proportion to She product of the acreage assigned that well
and the(deliverabilitydof thet well to the summstion of the
product of theut factors as to sll the wells in the pool.
It has an additionsl paragraph, or rather an additional
feature which provides that low capacity wells which are
recognized by'tha operator as not being able to produce
thelr esaign allowable may be assigned a lesser allowable
at that operators request. It also provides that the
Comission may set & minimum allowable which may be pro-
dused by any well whose sllowable 1s caloulated by the
formula that we have outlined, is considered to be
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unreasonably low. Ve haven't made any suggestion as to
that minimum filgure slnce we believe that actual achedules
probebly should be computed Lefore enough information will
be availsble to recognisze what a fair figure should be.

Paragreph D defined deliversbility as indicated
capacity of the wells to produce against a atipulated
prad:uro as determined by teats to be approved by the
Commission. It is our thought that before January 1, 1953,
at which time the deliversbility festure of the rules
would become effective, if the rules were approved, that
tests can be teken and studies can be given to the actual
manner of conducting deliverability tests. ¥e thought that
perhaps 1f sufficlient data was available at the present
time to actuslly outline a deliverability test which would
be satisfactory at thls time.

Peragraph E provides for the taking of deliverability
tests on all wells during'tho period to be set by the
Commisaion and during the same period each yesr thereafter.

Paragraph F provides for s bulancing date for the
purpose of computing and of balancing over and under pro-
duction. It alao establishes balancing periods of twelve
months duration. The periods are to begin at 7 ot'cloock
8. m., January 1 of esch yesr and end &s of the same time

each following year,
Paragraph G provides that wells in the Rlanco Pool
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may be produced in excess of thelr assigned allowable
provided that any well which 1s over produced ae of a
bslancing day in which 1t was over produced on the
provious balancing date, must be shut in until the over
produstion 1a made up.

Paragraph H pwrovides for the carrying forward of the
undu? produstion from one bvalancing periocd to the next.
It also has & provision that cumulatively under produced
on two successive balancing periods, shall have the under
produstion for the second previous balancing period
cencelled. Another provision on Psregraph H is that wells
which ere cumulatively under produced on two succeasive
balancing dates due to lack of abllity to produce will not
have an allowable assigned greater than their average pro-
duction during the preceding belancing period.
' Paragraph I provides for the issusnce of a proration
schedule by the Commission by January 20th of each year
ahowing the allowable asaigned each well for the year, and
during subsequent yecrs the schiedule would alszo show the
over production charged againat each well or the under
produotion which is credited to that well for sllowable
purposes.

Paregrarh J merely provides for suiteble reports to
be submitted to the Commission to carry out its duties in
respect to this suggested order.
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& Mr. 8end, in your opinicn, s an engineer, from the
standpoint of protecticn againat withdrawals from one
tract té another, In view of this situstion as exempli-
filed by Stanolind's Exhibit 8, do you consider the rules
to afferd the best possivle protection sgainst such in-
equitable withdrawais?
A I believe the rules ss desaligned will protect Qquiéica.
protect operators sgeinat inequitable withdrawals, I
should say.
] Do you have any informstlion on the respective market
demend of this company's purchsasing in the Blanco iesaverde
Pool?
A No, sir, I have not.

#h. SXITH: I have no further questions.

Mit. SPUKKIIKE: Lloes anyone else have & question?

Mii. LOCKE: Do you have any communitization between
any of the areas set out in the two different colors?
A T have no interference test or direct knowledge such
sa would be scquired.

MK. I0CKL: uo you have any interference tests?
A I thipk that fact thet the Commlssion has recognized
thet ares a3 one pool arxi has found that 320 acres units
are & desirable development pattern would indicate that
there will be communitizatlion between wells located on
those tracts. |
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Q (By MK, LOCKE) But the Commisslion has not so fourd
thet there 1s communicstion has {t?
A Not directiy. T believe thelr estavliishment of pro-
ration units would carry that imprint.
Q But all you have 1s conjecture but there might be at
some future date communitizetion?
A Yes, I can't definitely atate there is at this time.
In my opinion there certauinly will be.
& You say certain operators suggested these rules.
Hame the operators wio participated in thease suggestions.
A Delhi 01l Corporstion, Southern Union, ¥l Paso,
Stanolind, and T belleve have all made certain auggestions
to the rules.
«§ None of the intereated operators perticipated then?
A T don't know what your definition 1ias.
Q I mean & smaller company, not ons of the ma jor.
A If the companiez I named are major, no, air, they did
note.

MH. DAVIS: Just in answering Hr. Locke's question,
T d1dn't understand you, I don't understand. D0 you mean
that Southern 'inlon has recommended -
A (Interrupting) o, sir, I don't mean to ssy thet the
conpanies I named are advoceting the rules that I Lave
presented. I do mean that they have suggested if rules

are issued, certein desirable features to be incluied.
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Q (By MR. UAVIS) das Southern Union ever sug:ested or
recomnended that proration rules be pool-wide?

A No, sir, not to my knowledge.

& Youpr proration order is predicated upon prevention of
waste and producstion of correlative rights, is it not?

A Yo, sir.

# You are ranilia; with the definition in the 011l
Congervation Act of what constitutes weste?

A More or less, yes.

G Lo you know of e&ny present waste in the Blanco La Plata
Wesaverde Pool at the present time?

A Ko, 8ir, I don't know of any waste.

« In other words, is ﬁt true that the proposed proration
order is something for futurs, might be five years it might
be two years and then agsin it might never hLappen?

‘A I cen't sgroe with that statement entirely, ¥r. Lavis.
You mentioned that our order was predicated on waste and
protection of correlative rignts.

5 And, or?

A And, or. Our rules ss proposed, sctualiy would tend
to protect correlative rights at the present time.

Q Do you have wny evidense that correlative rights sre
not being protected? |

A In spswer to that, I will just say this. At the present

tims, if & well 1s shut-in for any reason such us mechanicel
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difficulties or perhaps e& well 1s frozen up during cold
weather, woich I understand 1s not unusual in that ares,
under the present conditions thet would result in s loss
of production to the cperator of that well. If our rules
were in effect, that well would accumulate under pro-
duction which could be produced at a leter time and the
operator and royalty owner holding interest under that
trect would be protected. (orrelative rignhts, I think,
will be protected even more 1n the future since I belleve
that the supply of gass in this srea is going to exceed the
capacity of the lines. And at such time, I think there
will definitely e & necd for an equiteble method of
sllocating the gss to the various wells in the pool.

Q You referred to in the future. That would mean,

that ia rether indeflinite as to what the future would hold.
A viell, based as Hdr. Kuss testified, based on the
preaent‘ oapacities, 1t sppears that that situation will be
reachied during the next year.

Q But Mr. Nuss didn't have full and complete information
&3 to pipe line sdditions snd, or the quantities of gzas
expected to be wthdrawn from that area during the next few
years.

A ¥o, sir, hedid not.

@ lat me ask you one other question. You aay here that

protection of cerelative rights and protection 1s not

43.



contemplated by the statutes. That proration willi be put
into effect when there is an sotuasl waste or correlative
rights -
A {Interrupting) I think thet 1ls a legsl question.

MR. SHITH: Y think he is ssking him & legal que=tion.
T don't think the witness 1s qualifled to answer it.

#MR. SPURLTI'R: You present that as an objection?

ME. 5€ITH: I thinik it is an obJection snd 1t is
argunentative and it 3is within the sphere of the witness.

¥R. SPURRIEK: ObjJection sustained.

MHo THOHXPEON: Now asking, Van Thompson, Southern
Union.
Q (By ME. THOUFSUN) dr. Nuss testified that besed on
the core analyais, the svers e permeaubility wes varied
between .55 and l.4, which is consideradbly, very very low
for permeability. I would like to ask you in your opinion,
do you think one well wlith & permesbility like that will
drain more than 320 acres?
A ¥y opinion is that it will, yes.
G In vhat length gf time do you think it will take to
do 1t?
A I couldn't mske an offhand estimate.
Q (By MR. DAVIS) Lo you know of any wells there that have
not been connected when requested to do so?

A Ko, sir, I don't,
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"MRe S8PURKITK: Anyone else have & questlion?

Mp, BAKKRTS83 I would like to bring out & point.
G (By MH. BARKES) bd you know 8t the present time of
any single well {n northwestern New Mexico, any single
well standing by, uneble to connect to & line because
there 12 an over production of gas and over sbundsnce of
gss in the area and they can't put it on the line?
A No, I don't have any iaiowledge of any well like that.
Q I would like to point out, you have made the atate-
ment here and you alsc have it in your proposed order,
that each operator shell have a right over like periods
to meke up any defliciency in his ratesvle share. Under
H, 1t steates here, any well which ls under produced has,
of a balencing date, mey csrry forward auch under pro=-
duction as sllowsble credit to be produced during the next
balancing period. I would like to point out that the pro-
ductior of the wells up there at the present time are based
on two factora. One ls the regervoir condition under the
individusl wells which of course, is an index of its perm-
eability and porosity and the ability of the well to drain
& perticular sres effectively. The second factor is the
>ab111ty-or thet particuler well to button the pipe line
pressures and there are a sreat many wells up there in
their deliverability which cen't deliver more then aebout
two to three hundred thousend gubic feet of gas, and some
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wells will deliver three or four million. Those are just
general figures, anyone can check and find them pretty
nearly correct. I don't believe wells shut in over a
period of time and not allowed to make the gas over a
period, could make the ges up.

MK. SMITH: Ia this & question or are you offering
testimony? If it is, T would like -
& DO you belleve under that situation that the wells
could ever make up that ges?
A Some wells, !'r. Rarnes,dus to thelr limited capecity
obviocusly would never be sble to make up under production
which was due to sllowable assigned in excess of their
capacity. Other wells which might have mechanicul troubles,
failed to produce for other roassons, could make up such
under production. Perhape s well could be worked over in
some feshion end its producing abllity inoreassed in that
case 1t could make up previous under production.

MH. SPUREILR: Any further questions?

MR WHITE: Do you kiow how meny wells have been
brought in within the last yeer?
A No, s8ir, I think ¥r. Nuss bad some figures on that but
I don't recsll exactly what they were.

MR. SPURRIFE: Lo you want ir. Nuss to answer the
question?

ME. SMITH: NoO, he testifled that there were 76 brought
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in since 1948 ez I recsll.

MH. SFTH3 We will get the figures for you.

Hhe S¥ITH: My recollection was that he testifled
there was something like 144 wells completed out there.

¥K. S8PUREIFR: In the 1n§oro-t-or time amd for the
record, does arnyone know how many wells have been com-
pleted in the past year? I presume you mean the first
months of 16561.

ME., SMITH: I con't belleve we have any date on the
annusl, what wells were completed during this current year.
#e only have information on the total number of completions
out in the field, ’

MRe SPURRIEE: OUoes anycne have any further questions?

HR. FOETER: Hday I ask one more question?

HR. SPuUlkIER: Judge Poster.

@  (By MR. FOST:R) Perhaps I am way behind on this thing.
There has been some other hLearings had and I don't know what
the record reflects. But apparently, 4r. Boud, rou now have
in mind some meaens of implementing the general rules you
have set out here, or you have glready pluced thoge means

of implementation in the record. Such as, how are you geing
to determine the back pressure end slope off your curb end
so forth.

A Judge Foster, as I mentlioned, perhaps I didn't discuss

it fully @ while ago. ¥e haven't recommended a back pressure
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for a deliverability test. It is our thought that sn
sctual deliverebility test against e line preasure to

be determined would be the most sccurate method of
corparing the produclng cspacity of the well. In an
actual deliverability test like that, of course, there
will be no line or slope or any computation to it., It
will be an aotugl test. The reason that we did not
recomuend the mechanics of taiking the test at this time
was that we wanted to have time to make more tests in
the field and give that more study before recommending
tests to the Commisalon.

Q ¥ell now, you have in mind some osck pressure on
which your deliverability is to be determined?

A %ell, offhand it was our thought that a back pressure
in the neighborhood of the actual working pressures of the
lines would be most desirable.

Q Do you have in mind & constant or variable bsack
pressure?

A Conastant for & certain length of time st least. It
might be necessary in the future yeara us the producing
abllity of the wells decreaseas to esteblish another back
pressure that the wells do produce against.

G DO you meen tiat you have in mind 800 pounds for one
pipe line snd 300 pounds for another?

A No, #slr, I didn't mean that.
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Q At this time do you have any evidence that the
deliverabllity or whatever you have in mind on that,

is proportional to the gss reserve per acresge?

A I think thet our formulas which is acreage times
deliverability has & correlation with reservation,

yes, 8ir.

Q Of course, that sasumes a lot of other facts does

it not?

A Yes, that is right.

Q Those facts tret you are agsuming in meking that
answer sre ﬁhole_natterl of records in hearings that have
been had_harttctoro?

A Well, T would say this, Judge Foster, I can't think
of any pool offhend that in my mind deliversbility, I am
sposking of ges puols deliverabllity and acreage, wouldn't
have some relation to the reserve.

Q ¥Well proportionately only with respect to the manner
in which it might determine deliversbility?

A I would say, I would state further that I believe tre
testimony which #r. Huss has put in includes some of the
factors that would have to be considered. I believe it
is part of the record, yes.

Q *hat flow period do you have in mind in determining
the deliverabllity of the wells?

A I haven't any flow period In mind at the present time.
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Q %ell that 18 necessary lan't 1it?
A Yes, but as I explaired, 1t is nmy thought that w1l
be conaidered by the Commisslion at a later date.
& Don't you have in mind something thét you might
suggest to the Commiasion?
A Ro, sir, I do not.
4 You do not.

MR, SHITH: Mr. Bpnd, 1t will not be & factor until
after 1953, ian't that correct?
A ™sat 1s correct.
G (By ¥R. FOSTIR) “"hat you are saying is that depending
upon what the reservoir condition may be beglinning in 19563
might determine what you su;zest as @ flow period?
A That might have somethlng to do with 1t, yes.
153 Up until 1963, your proposition is Jjust prorated on
a8 atraight potentisl basis?
A Yes, 8ir.
] That 1s not & metter of sound engineering, but just
one of expediency, isn't 1it?
A I didn't underatand the question.
Q You are suggesting for prorating up until January 1,
1953, on the basis of Just potential, isn't eny sound
enzineering quession, 1t is just a matter of expedlency?
A Well, I don't think that 1t 1a unsound engineering,
Judge Foster. If we had deliverability tests on all the



wells at this time 1t would be my recommendstion that we
instituts our acreage times dellverabllity formuls et the
beginning of these rules.
Q T am talking about your suggestion Just to prorate
or a pot&ntlnl period for a period of one year.
A Yes.
Q I am saying that sugsesation rests more on a matter of
expediency than it does on socund engineering principles.

MR. SMITH: I am I1nclined to think that the question
1s srgumentative, or have him emplify what he means by
expediency. _
Q All T am saying is, snd he told me that it was hLis
desire to prorste gas somewhat on the baals of reservation
in plece. If you will pardon me for doing & little Lr.
Jekyll and ¥r. Hyde, turning from lawyer and engineer, I
know you can't do that on & basls of straight potentiasl.
That is all T am getting at. It is a matter of expediency
for the first year that you guggest that you pforato it
on a basia of straight potential rether than on the basis
of any sound engineering principles.

YK, SMITH: I see your point,
A If you understand the gquestion, I don't think that
prorating on the basis of potential tests 1s unsound,
especially for the perliod of time required to obtain
better tests. I don't think that any drastic, let me put
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it this way, I don't think inequities will occur as a
result of that, Judge Foster.

« You mean over & years period, period of one year?
A Over a years perliod at least.

Q Over s longer period, you think it would?

A I would prefer acreage times deliversbility.

Q ﬁ;eauna that is bDetter than straight potential?

A Yea, sir.

Q That 1s what I am saying. 50 reslly the vasis of

your suggestion is simply one of expediency rather than
sound engineering principles?

A I can't go slong with you entirely on the statement,
no, sir.

MR. SMITH: Based on present information from the
field out there, is it not - wouldn't it not be considered
sound engineering to use & potential test until such
informution or dets is aveilsable upon which your deliver-
abllity timea acresge cen be determined?
A I believe it is as zound a method as is available to
us.
Q (By MR. FOSTTE) You mean vorking with what you got,
that 1s the beat you cen do?
A Yes.
< That is a matter of expediency.

MR, FOSTER: That !s all. One other question with the
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acreage unit you have in nind, some maximum scresge unit
to be used in the fleld, don't you?
A Yes, 8ir, we didn't put sny figures in I think that
would be at the dlscretion of the Comnission. I don't
believe they would allow acreage greatly 1n excess of the
320 acre drilling units toc be applied for allowable credit.
@ (By MK. FOSTER) ‘'hen 1t comea around your time to
sugzest, you mean you are zolng to suggest 320 acres us a
maximum unit?
A No, 8ir, I didu't say that.
w flell, do you aay that?
A No, I say that would be s matter for the Commission.
] For the Commisslon to make up its mind, bssed on the
testimony, what would be your suggestion?
A The Coamisasion hes allowed permits to drill in the
Blanco FPool. I am sure on tracts ﬁhat are not 320 acres.
I haven't aubmitted.any testimony to them to assist them
in thaet matter. I think they could reach & decision.
“« that do‘you have Iin mind suggesting to them as & maxi-
mum?
A I don't know whether I will make any such suggestions
at all.

dri. SMITH: I started to sugycst that, Judze Foater
is asking the witness to give what he may teatify to in
the future. I consider the queation improper and object



to 1it.

| MR. POSTIR: I assumed thet!t he comes in and suggesta
a8 formla. I am sure he must have hed some acreage factor
in while otherwise he is running loose. I am trying to
£find out what the acreage factor the witness hes in mind
is.

YR. SH1ITH: The present fleld route provides for 320
acre units. |
A Yea, they do.

Kie SMITH: It 1s based on the 220 acres?

A Yes, thst is correct.

ME. POSGTIR: Does that mean that Le now has in mind
the 320 scores?

HE. S5ITH: I don't know what he has in mind.

MR. POSTER: You didnt't answer the question for me.
You didn't give me sny informmtion.

MK. 3PuUkRIYHs Gentlemen, at the risk of cutting some-
one off here let's recess until 1:30.

(Recess)

MR. SPURRIER: The meeting wilil come to order and we
will proceed with ir. Bond on the stand, plesse.

KRhe SHMITH: May 1t pleuse t:e Commisslion, before T
forget 1t, I don't bellisve I have introduced in the evidence
all the exhibits we have. T would like to do that at this
time.
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MR. SPURRIFR: They éill be accepted. Dan Johnston,
do you have & question?

MR. JOHNSTON: No questions, thank you, r. Spurrler.

HR. SPURRITR: Anyone else? If not the witness may
be excused.

(%itnaaa excuged. )

MR. S8MITH: That concludes the testimony which we
have to offer, may it please the Commission.

MR. B8PURHIEK: Uoes anyone else have any testimony
to offer?

MR. DAVIS: Yes, 8ir, we have.

VAR THOHMP3ON,

having been first duly aworn, testified as follows:
" DIR¥FCT EXARINATION

¥KRoe DAVIS:
MR. DAVIS: T belleve he has previously testified

before the Commission.
¥R. SPURRIFR: That 1s correct.
MR. DAVIS: Are you satisfled with his qualifications
&8 an expert?
MR. SPURRIIH: Yes.
%ill you plesses state your name?
Van Thompson.
With whom are you employed?

> O > £

Southern Unlon Gaa.



qQ How long have you been employed with the Southem
inion Gas Company?

A Sinée 1830.

] Are you familiar with the production and operstions
of the gas wells in the EBElanco iesaverde Fool?

A Yes, sir. |

Q Both from historical stendpoint and present production
also? |

A Yea, sir.

Q Firat, Mr. Thompson, I would like to get the record
clsar as to our positions on proration of the Blanco Fool
as a fleld-wide proration order. F¥hat 1s our positicn

in thet matter?

A We are opposed to it.

¥ Gbing back & 1ittle blt on historical informstion
from that area, I would like to aask you, 4o you know of
sny pool or erea where there has been & pipe line construct-
ed prior to the drilling of a well?

A No, alr.

« Or obtaining production from & well?

A Pirat you have zot to have the gas wells before you
can bulld a pipe line.

Q Does it not follow thst once you get production, pipe
lines are constructed and as an additionsl production is

obtained additional pipe lines are constructed to take care
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of the ability of the wells to produce?

A That 18 correct. As more wells are developed the

plpe line system ias expanded to take care of the addie-
tional gas cepacity.

143 ¥r. Thompaon, there has been certain information

in testliisony here this morning to the effect that the
present wells and those supposed to be drilled in the

area will be either equal to or in excess of the pipe

line cspacity. ¥ould you elaborute on thet « little bit?

A First, the pipe line capscity in the arsa is far in
excess Of the capacity cof the wells. As more wells are
drilled, 1t will incrosse the capscity of our pipe 1ine.

At the present time thers is s shortage of gas in the

area to supply our markets and kXl Paso's slso.

Q I telleve it has already been testified to that our
markets are primerily Santa Fe, Albucuerque and surround-
ing towns, including los Alemos.

A That is right. It 1s within the State, except a

smell amount that goes up to Durargo.

1) In your opinion, do you think that the present drilling
program will bs sufficlent to take care of our needs to

the pipe line commections that will get on a proreted basis?
A No, sir.

& In other words, you think that we can use minimsl welils

then we have now connected to eur pipe lines?
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A Tet is right, our load is going at 8 rate of peak
load of sbout twenty million feet per year and our old
wells are declining at the rate of ten million feet per
year. S0 that at our present requirements or about
thirty million feet per day per yesr, incrsase.

G Mr. Thompson, in connection with the proration, I
would like to ask you if Southern Union psrtidipated to
an extent 1n discussion of the proposed proration of gas
up in this area prior to the filing of the applicants
applications here?

A The first we hesrd of this proration order was after
it had heen filed,

& In other words -

A (Interrupting) Later on we had, I think, we met with
them one time and discussed 1t.

] ¥hen did you have sonme information that it was &
possibility, but we had no definite Information of the
preaent proposed order until after the application had
been filed?

A That is right.

G 14 we make any sugyestions et this conference or
recomuendations as to, 1f proration was needed what it
shiould be?

A We recommended that if they had to have proration
that 4t be put on a pipe line begalg.



« Ign't £t true then, in effect, Southern Union
presently is prorating i1ta wells on a pipe line by
pipe line basis, on the busis of deliverability?
A That 1ia right.
w Do you heve any other suggestions or recomm-
erdations on this proration order?
A No, I don't belleve go.
#Re. DAVIE: I believe that is all we have.
Mne. SPURKIIKS That is all of the direct exami-
nation. Loes anyone have & question of the witness?
MR. SHITH: As I wnderstand it, your company haa
noc objections to pror:tion at this time?
A %e object to proration on & pool-wide besis end
we don't think thet proration of any kind 1s necessary
for seversl years to come. #¥e think in effect that we
ere prorating alresdy on & pipe line basis.
4] (By MR. SHMITH) You stated that you conaider the
drilling program out there insurricient to supply
your demands under proretion. Lo you have any stati-
stlco or figures on that to back up the astatement?
A I didn't necessarily mean on proretion, I mesnt
on any kind of basis.
1] In other words, your present market demand ias
sufficient to take care of sdditional wells that are
drilled out there even at the rate of 14 additional
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wella per wonth?

A T think so, yes.

& %hat is the capecity of your pipre line?

A The present capacity of the pipe iine 1s on the
order of 120 million feet per day.

Q There has been gsome testimony to the effect that
it was forty five miliion. D18 you or anyone in your
company that you kiow of supply the figures to us at
our request? , 7

A No, 8ir. I will correct that a little bit. iewls
Bond ask m§ about ten o'cloeck if that one particular
line had about that capacity and I s:1d I think so.

& ¥hich line?

A ™e one line running Into the Blanco, and I wasn't
considering the other two lines coming in snother plsce.
Q The one in the upper northwest ocorner?

A No, sir. T was talking about this particular line
here in addition to that, we have thii line here and we
8180 have & line which you don't have on there, which
runs up through here (indicating).

&  You have three lines altogether?

A That is right.

%] That ocapacity varles according to the pressure it
receives?

A It vearles according to the pressure, yes, sir, and
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alze of the pipe.

Q Sigze of the plpe. "hat 1s the pressure und aize of
the pipe reflected by the turee different connections in
there?

A These two upper ones vary between 500 end 500 pounds,
depending on the aesson the line over there on the Blanco
ares variea from 500 to es much &s 630.

§  They all feed into a comzon line down here?

A Ko, that lsn't quite right. This particular line
feeda through & coapress or station and then goes into
the main line. This line feeds directly into the maln
line.

*) what is the pressure of this line here?

A At the present time, 650.

Q You state that the capaclity is 120 million, that is
based on what presaure flgures? ‘

A That ia the capacity of this particular line here,
which has all these feeder lines coming into 1t. At the
present time we are inereéning this line and putting in
15 miles of 20 inch right 1n here, and next year we have
substantial sdditional improvements plenned.

« when will that completion program be finished?

A I don't think it will ever be finished.

@ You contemplate continuing to thils, the asize of this

line, so that you can tauke the gas up there, the gas that
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is available?

A Thet is right.

wouldn't that be controlled by the market demand?
That 1s right.

"hat markets do you have?

> O > O

Just the locsl Albuquerque, Sants Fe, [os Alamos, this
particular ares.

Q Do you have any economic figures on what the saturstion
point may be in those areass?

A No, sir,

Q You don't know whether 1t would require as muoh as 120
miilion?

A Yes, we know it will require more than that this very
year. Tnis year we have had glreudy, we have had to
interrupt all of our industrisl costumers, the power plants

snd reilrosd shops, becsuse we didn't have enough gas to

supply.

Q fow much are you supplying now?

A Today we are running between 80 and 100 million a day.

Q Are you familisr with the pipe line capacity of Xl Paso?
A No, sir.

Q vhat other uas fleld'nre you producing from besides

Rlanco?
A Ye are producing from Kutz Cenyon fileld end also Barker

Dome.
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Q Your figures on market demandteke that product:on
into consideration?
A Yeos.
9] 80 to 100 million would include produotion from those
fields?
A Yeas.
G Whaet do you estimate your production that you are not
taking from the Blanco fileld to he?
A Ve are taking it on the orxder of 20 million feet per
day.
Q T™hat 18 all the connected wells that you have?
A All the connected wells that we have tied to the pipe
line, that 18 &ll they will produce into our pipe line.
ME. DAVIS: #Hr. Chairman, one more queation I failed
to bring out but I do want the record to be atralght on
this. Haa 3outhern nion ever refused a connection with
either of the areas we have talked about in addition to the
Blanco fleld? Are we alweys in the merket for ges?
A Yes, sir.
d¥R. DAVIS: Thet is5 ell.
Hie SPURRILK: ¥re. Thompson, do you know what your
average daily teke would be for this year?
A Ko, I can tell you on an annual basis. It will e
sbout 18 million feet for the year 165l1.
#ARa 3?’63&',{11? : 18 million.



A 18 million feet, yes, sir.

MR. SPURRIIH: Any otlher questions?

Q (By MR. SPJuhIEK) sr. Thompson, do you know what the
deliverablility of the combired wells in the Blanco Pool
might be at this time?

A Bo. I don't have any exact figures as to the number of
wells we have connected, but T believe 1t 13 on the order of
50 and from that 50 we are getting sbout 20 million feet-per
day.

& Prom 48, I thin< the flgure is 48, from 48 wella how
much gaa?

A 20 million feet per dey.

Q Vie are apeaking of Blanco now as a pool.

A That is right.

#Re SPURRITR: Anyone else? Mr. Smith?

HRe SITH: T am just e littls confused as to respeoct-
ive capacity of the feeder lines. That 1s the capacity of
this line?

¥R. SPURRITHT Thet ls the [sa Flata end of the Blanco
Pool.

" MR. SHITH: In‘tha northweat corner of the Blanco Pool.
A That 1s dependent on quite & few things, Mr. Smith,
Cne of them is this, one particular line comes all the wey
down from the storage project here. The storege project 1s

feeding and this line 18 feeding end this line {s feeding,
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all feeding into one cormon line. That particular line
has & totasl cspacity of about 30 miliion feet per day. At
the present time we sare running anywhere from 7 to as much
as 10 million feet & day out of tris area. e have Just
completed tris line and we are, it varies 4 or 5 milllon
feet & day. That lan't the cupacity of the line. It
happens to be there is a bottleneck in the system rignt
here which we had planned to fix with 12 inch pipe down
to the compressor statlion. Ye hgven't &0t the pipe yet
end it won't be done untlili later in the winter.

Q what i{s the tapscity of the line northwest of Blanco
down to the main line that you say comes from the storage
project?

3 You mean from up here?

& That 1s rignht.

A I would aay tlhat psrticular line has a potential cepscity
of 40 or 50 million feet & day.

A 10 inch.

4] what is the size of the line?
1# Fressure?

A Varies batween 00 and 500,

How much do you bring out of your storaye project?

C
A ¥e bring s peek out of there about 12 million feet.
& Is thet altogether during the winter montha?

A

ve only used thet storage project on pesk days, cuses
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of emergency.
Q- Iet's pass to the new line that you have drawn on
here in bleock pencll with which lies midway between the
middile Blanco eresa and northwest Blenco srea. “hat is
the capsclty of that line?
A The potentisl capuclty of that line would ue roughly
30 or 40 aillion feet per dey. The reason we can't teke
it out is because we don't nave ghe wells connected to 1t
to do 1t. It was built much larger then the present wells
snticipated we would get more.
Q *ith reference to the micdle Hlanco, whnat is the
capecity of that line?
A Thet line 1s 12 inch, and it hes & potentilal capacity
without sny eddltional compressor, or witnout any compressor,
40 or 46 million a dey.
& That is just to serve the midi:le Blanco areu?
A That is right.
Q Lo you lgve any construction plens to incresse the
€lze of that?
A Rot at the present time hecsuse we are cnly setting
10 million feet & day out of it.

ihe SMITH: Thaet is all.
Ey MR. UTZ:
1) You spoke of & location to pipe line or proretion pipe
line, proration on the wvasis of deliverability. +ould you
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clarify what you nean by deliverabllity?

A %hat I mesn by that was that sll the wells in a parti-
culiar irla.teod into the pipe line wide open at the well
and the only limit to the capacity of the well 1la the
amount they will put 1nto the plpe line.

& vilide open?

A That 13 right.

Q Under what kind of back pressure?

A As T explained before, 1t veries from 500, five places,
up to 660 pounds, different parts of the fleld.

XK. UTZ2: That is alil I have.

¥R. SPURKITHE: Anyone eise? You may be excuged, !ir.
Thompson.

(vitneass excuased.)

MR. SPURKITK: Anyone else have any teatlimony to
present in thls case? If not we have some letter to read
into the record. Ve will ask your indulgence since ws
would like them to sppesr in the record.

MK, ¥HAITE: Here 1s a letter from Thomas J. Gulgley,
Bevarlﬁ ills, Celifornis dated lecember 15, 1941,
GCentlemen: The writer was one of the eerliest operators in
the area above described and is ptill the owner of royalties
and leases end operating interests in several thousard acres
in the aiea.

long vefore ir. Florence drilled the first well which
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reslly opened up that Blsnco Hdesaverde area, the writer
endeavored to interest Stenclind as well as many othepr
companies in prospecting the Blanco Jargo Canyon area
and turned over some cof his land to Mr. Florance in an
effort to get the ares drilled. So my assoclates and I
are thorouchly familisr with the ares, hﬁvlng practi-
celly piloneered it.

We have given the metter considerable atudy and
are convinced that proration at this time is ridiculous
and would discourage considerable drilling.

T am just in receint of a letter from one of the
largest companies in the United States which is now
actively operaeting in the Ssn Juan basin. I brougnt
them in, personelly, after considereble effort and they
are now developing some of my lands. They have already
drilled s couple of wells on my land and I wrote them
ten days ago, asking them gbout thelr development plans
for 1952 and I quote from g letter received from them
just yesterday:

"we understsnd that vlense ere afoot for prorstion
and one of the comparies interested in thst ares has
eprlied for proration of production.

our future development wilil depend somewhsat on
developments as to market and price and the results of
eftorts to prorete proeduction.?

Here is conorete evidence thst even the thought of
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proration has immedistely slowed up development. There
1s no question about Lts harmful effect upon the Basin
gt this time.

We. sincerely trust you will reject Stanolind's
gpplication. Signed 7. J. Culigley”.

Here is @ telégram recelived from lawrence C. Xelly,
los Angeles, Californis, dated December 17, 1951:

"Stanolind petition for ;as proration is 0 mesger and
lecking in working details that no consideration should
be given 1t Stop I em holder of several federal lesses in
1lanco ares and am interested in two Point Lookout ges
wells I respectfully suggest much detall study and many
formulae be worked out before considering any method of
proration Stop As a member of Congervation Comuittee of
Celiforniz 01l Producers for more than fifteen years until
1948 I saw grest numb-r of formulse which sppeared fair in
principel worked out before using bring out fantastic
results with nany gross lnequitles Stup' wany feaectors
must be glven waight rniarely pressures of different forma-
tions, economics cost of wells, gas gauthering line pressures,
goverument limltetions of royaltles and many others Stop
rroration of ges production does not sppear warranted for
many yeurs but 1f edued tc present hiyul’ zes line pressures
the incentlve to driii ges weils 1s gone Stop ‘;ould be

great set back to Sar Jusn Basin I am unalterably opposed
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to Stanolind petition. Signed Iawrence C. Kelly."

Here is s telegrs~ from Sunrsy 01l Corporetion, Tulse,
Oklahoms, deted iecember 1%, 1951:

"RE: Case Humber 350, December 18, 1951 Stencolind
application to make more fefinite and certain rules
applicable to Blanco-iesaverde gas fleld, Sen Juan County

shig company normslly favors sdoption of rules pro-
viding for equltavle gas wilocation where sufficlient pro-
duction and reservolr inforzstion is available. e have
two wells on approximately 6700 aeres in Slanco field and
therefore in sbsence of such information have no recommenda-
tions to make at this time, Sunray 011 Corporation -
%11liam L. iiomef. Chief "ngineer."

Here 13 a letter from ¥Yillliam #ansfleld, Farmington,
New “exloo, dsted December 1b, 1951, regerding prorstion
of natural geam.

"To Thom it ¥ey (orcern: The prorstion should cover
8ll zas wells regardliess of the formation the wells are
producing from or from any formation that fs not producing
from at sny time, that bacome productive at any time here-
after.

A1l zas wells regardless of size should be given an
equsl baszis, (not an equal percenta e basls), and this pro-
viso should continue permanently until the smsller wells

ars producing their capacity, through the ssme size tublng
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used in all wella, and at this time if the mearket demand
1s greater than the smalles wells can produce, the larger
wells should be allowed to produce the over mmount of the
merket demand.

In regards to differentisl goverming gas wells that
delliver gas into different malin liner gae pipe lines,
there should not be any difference of proration, unless
it is necessary to reduce overhead operation, and in this
event the aversie per well per yc#r, should be ad justed
during hot OVer Onue year.

- The State of hew ﬁéxico, dnd the Department of the
Interior of the nited States or 1ts field agents, should
employ experienced sas engineers on & permanent basis, to
check all wells; snd equipment used in the measurement
end deliverabllisy of gus produced, and delivered into all
pipe lines regerdless of ownership of the weils. The
engineers employed for thls work snall make daily reports
on & monthly basis, to their respective superiors end
their respsctive superiors shall adjust any discrepancies
found, within a period of 30 days arter such faults are
found. | |

If there 1s ncot a sufficient income being paid to the
state and govarnnsnt agencies who have the jurisdiction
over the departments regulsrly assigned to administer these

problems, then the smount of tax being paid to these
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agencies should be lncressed a suiricient amount to
properly take care of the work of the engineers and
neco;sary assistants. Signed William #ansfield."

MR. S8PUrnI*K: Does sanycue have any further
comment?

dR. ODAVIS: I would like to make a statement.
southefn Union beiieves tnat the Oll Conservation Act
contemplates prorstion only in the event of present
waste or a destruction of oorrelative risnts. Ve do
not belleve that Stenolind has shown that any of that
exists in the Blanco fool and practically all of their
testimony has bLeen w.st might heppen in the future. Iin
view of those circumstances, we recomnend that the appli-
cation for proraticn of the Bianco Pool et this time be
denled.

wHe S¥ITL: well naturally, we want to support our
application. I think our exhibits thet we have intro-
duced as well as the testimony amply support the sppli-
cation for proretion at tiis time. The time to keep
your horse from ueinyg stolen is before it 1s stolen.
1f we believe bDefore the inequities do develop and try
to rush into & menner of proration which may afford
recompense it 1s impossible to meake @d justments that
would protect the people. we are sug:esting a system

of proration which I think has veen misunderstood,
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perticulerly in view of some of the letters read into
the record. %e are not attempting to think of it. e
would result in liniting the market demand or emount

of gas taken from the fleld. VYe are merely sugugesting
that consideration be given by the Commission to putting
out such rules «8 will afford an equitable tactically

ir the erea colored on l'xhibilt 8 &s in yellow and blue,
it ie obvious in there thet 1f one of the purchesing
companies should teke an excesslve smount of zas to
supply thelr particulsar meriket demand for & period of
two or three years or even longer, that an imbalance
will ocour. it is self evident beceuse you have off-
setting lesses dedicsted to different purchasing com-
panies. Low, 1f we walt wntil that time does come about,
we have damage whicl canrnot be mecsured becguse it ias
difficult to ascertain preclsely how much demsge may have
occurred._ So that we are suggesting at the time to put
prorstion in vefore the daemage occurs and we think thst
at the present, danage to correlative righti has been
demonstrated through the fauct thet & number of wells may
be shut in and frozen in aud 1.0t given an opportunity to
deliver thelr proportiunate part of the gas to satiafy
the appropriste merket demand. You will note in our
sugyested rgle that we heve, 40 on & bottom hole pressure,

or rather a potentisl test vasis wiich is in effect
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deliversbility, because the company out there will take
from these we ls what trey csn during the first year. I
“think this first year, during thet perliod of time, the
(ommission will have &2 chance to see how prorstion workas
out there and cun definitely formulate s falr policy for
sll the people concerned, both purchasers and producers
at the time and before there will be a posaibility of
waste or damage to the respectlve prbducing leasea.

Tt is 4ifficult of course, t0o express exactly what
this demage may be, and it 1is very essential by its very
difficulty we think thiet the time to institute rules
which you know %1l set .y & felr and equitasble formula
ia, instead of lesving 1t to chance, to determ!ne whether
g rule should go Intoc effect. ™n other worda, what I am
saying is that 1f it gets to a point where the imbalance
doeg exiet well theu we willl be confronted with the sctual
situation, with nc past proration experience, no opportunity
to determine how the wells will produce, whether it should
be on & dellverabillity buasis or test basis, we msy have to
spend months or years to determlne what the productive
ogpacity of the wells uoul@ be. And by that tine, of course,
the damage will be more or less aggrevated. Ye think that
protection of the royalty owners and the small operators in
that fleld as to major compasnies demsnds that the proration

rules be Instituted now.
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ME. SPURKIFR: Uid you, during your presentation of
testimony, advooate prorstion by pipe line or on & pool-
wide besiaf?

MH. SMITH; Vie feel that on a pool-wide basis 1is
the equitable way to do 1t.

MR. IOCKr: I would like to make a statement, ur.
Spurrier. I want to say amen to every thing said oy
Southern Unlon as to conjecture quality of proof by
stanolind referring to the item of demage. I want to
point out a real damage that will occur if prorstion is
placed in the Besin in this year. Our conpenies
commenced operation on August 1, 18561, on Jesnuary 1,
we will have three Pictured Cliffs end two ¥esaverde
tied into the pipe line. CGur program is twenty welis
in Largo Canyon. If thils goes in, our capitel,veing
risk capital, will not be available for the driliing of
the wells. There le s reul damage to the State of New
Hexico in development of ges for markets in the Sen Juan
Besin. It seems to me a3 & lawyer, that if I came in
with & case 30 oonjectural s has been presented he;e
today thet I would feel embarrassed to get up &nd contend‘
that I should be given relief.

¥k, SPURRII'K: Anyone else? ir. Stons.

MR, STONE: I represent Halph A. Johnston. %e rave

three wells, Mesaverde wells, in that red outline, wnd on
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aome 4000 acres. As an independent operator, we have not
besn consulted at any time, at least I have no reference

of 1t in connecticn with proration. I think properly
handled, and at the opportune time it is a wonderful thing.
At this time it 1s nelther prscticsl or feasible. Also,

on the basis of the testimony~.hown,lf can find no
inequities, no over production in ges and as far as the
seller or producer of zes to contemplste what tiue purchaser
would do toward teking it. I think it is far fetched. Ve
are definitely opposed to it.

¥E. SPUEnIIR: Anyone else? ¥r. Morrell.

Mp. #0xiFLL; No ststement, thenk you.

MR. GORDON: With the Three States Natursal Gas Company,
wve have fiwe wells now completed and some of them would be
in the immediate &re¢u affected. %e contemplate drilling
between seventy flve end eighty wells. Thet is based, that
program is based, on our confidence that the pipe line out-
let to this fleld will ve sufficlent to take the production
developed in the gres. At this time we feel that proration
as suggested 1s not required, but should any inequities
develop, we will be glad tc Zo0 into any proration that 1is
proposed for tre field in the future.

Mh. SPURHII K¢ Thank you. Anyone else? u4r. Solack.

ME. BOLACK: wre. Chalyman, [ have interest in & number

of ges wells in the bBlanco fleld. Some of them are over-
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rides. Some ars hslf interest workings. I feel that
proration st this time would definitely curtail
considerable activity in that area. I won't aay that the
suggestion is wrong. I feel it 1is just & llttle bit ahead
of schedule. I feel that thelir testimony stating that
powerful line preasures are maintained in that sres, I
velleve thut wells producing sgsinst comparable line
pressure will automatically prorate themselves as accurately
88 can be done mechanically. I would conour in practically
all the statements of “outhern Union. I oppose 1it.

¥R, SPUxnIFK: Anyone else? iir. larnes,

#it. BARNE3: “r. Spurrler, I am representing Frank
Barnes, an independent gcologist, 4r. John Price, sn
associate of Aztec, and nr. %1lllam ¥ensfield, of Farmington,
and Kingsley-looke 01l Compiny. I would like to state for
the record that I am not personally opposed to prorstion ss
such or in primciple, but that myself and my associates are
opposed to proration at this perticular time becsuse we
feel that 1t would damsge development in the San Juan Basin
and would result in the drilling of considerably numerocus,
numbers of ges reduced, numbers of gas wella over the next
few years. T would like to uake & suggesti:on to the
Commission that this petition be denied and that in the
present tire the Coamisaion appoint a Board to study this

situation impartially and make ¢ recommendstion to the
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Commission within the next slx months on the feasibllity
of proration at that timue.

MR. SPURKII K: Anyone else?

ME. RICHARDSON: I represent Lowry and Associates,
and all I would like to say is to emphasize what ¥r.
Iocke has sald that I represent some independents, and
we are not operating on the same scales &s the Blanco 1is,
slthough we have twelve rigs running. They have twenty
five up there. %e have ot sixteen wells in the process
of being drilled and i.ope to complete those 1in the next
couple of months. The time just doesn't seem right to me
to come in heire with & proration order snd result in gqulte
& lot of developnent coming to a half up there.

MK. éPSﬁEIIR: Anyone elese? If not, if there is no
further testimony, the casge 13 concluded and wlll be taken
‘under sdvisement.

(¥hereupon the hearing was adjournsd.)
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ;

I HSREBY CERTIFY thét the foregoing &nd attached
transcript of proceedinr: before the 0Gil Conservation
Commission, State of New Mexico, at Zanta Fe, in Case
No. 230, is a true and comect record of the same to the
best of my knowledge, =kill and ability.

Dated at Albuquerque, New MKexico, tiis 19th day of

January, 1952.
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