
hi .POKE THE' 
OIL COtiiiEftVATICN COMMISSION 

STATE OF HI V, .iEXICO 

SPECIAL HEAKING 

December 18, 1961 

Case 350 v i l l come before the Commission at 10 a. m., on this 

date at Mabry Hal l , Santa Pa, Haw 'exico. Thla la concerned 

with Stanolind Oi l and Gas company's petition relating to the 

proration of natural gas In tha Blanco (Masaverde) gas pool, 

San Juan County, New Mexico and extansIon of the boundaries 

of the Blanco Pool. 

BJPOhE: 

Hon. Governor Edwin L. Kecnem, Chairman 
Hon. Guy Shepard, Member 
Hon. R. R. Spurrier, Member and Sacret&ry 

KFOISTFH: 

R. S. Dawey 
Hutable Oi l end h«fining Company 
Midland, Texas 

Lawia a. Bond, J r . 
Stanolind Oil ana Gas company 
Fort Worth, Texas 

W,, J. Nusa, Jr. 
Stanolind 01i and Gaa Coapany 
Lubbock. Texas 

J. K. Smith 
Stanolind Oil and Gaa Company 
Fort Worth, Texas 

0. Sath 
Stanolind Oi l and Gas Company 
Fort Worth, Texas 



Jason Kellahin 
Oil Conservation Commission 
Santa Fe, Haw Mexico 

Jack If. Campbell 
Csuapbellatein 
Roswell, New Mexico 

0. B . Jenkinson 
Stanolind Oi l Company 
Tulsa, Oklahoma 

P* P. Manlon, J r . 
Stanolind Oi l company 
Tulaa, Oklahoma 

R. S. Christie 
Aaerada Petroleum corporation 
Tulsa, Oklahoma 

Van Thompson 
Southern Union Gas company 
Dallas, Texas 

Qui loan B. .Davis 
Southern Union Gas Company 
Dallas, Texas 

Joseph c. Gordon 
Three States Natural Gas Company 
Dallas, Texas 

J. Cole, Jr. 
Gulf Oil Corporation 
Port Worth, Texas 

W. L. Barksd&le 
Damn and Bore Ing 
Denver, Colorado 

C. C. Cragln 
Tl Paso Hatural Gas Company 
Kl Paso, Texts 

C. L. Perkins 
FI Paso Natural Gaa Company 
F l Paso, Texas 

Ben R. Howell 
F l Paao Natural Gas Company 
Fl Paso, Texas 

2 



w. !#• Taylor 
i l Paso Natural Gaa company 
E l Paso, Texas 
W. T. Hollis 
E l Paso Natural Gas Company 
El Paao. Texas 

R . !?• Harris 
F.1 Paso Natural Gas Company 
F l Paso, Texas 

George D. Locke 
Kings ley-Loc kee Oil woapany 

Joe v. peacock 
Phillips petroleum company 

E . F . Foster 
Phillips Petroleum company 

C. W. BInkley 
mi l l lp Petroleum Company 

Elvis A. Uts 
Oil Conservation COTKRISSI n 
Santa Pe» Ken Mexico 

I . ft. Trujillo 
Oil Conservation ^o- fission 
Santa Pe, Kew Mexico 
R. S. Blyam 
Oil Conservation Commission 
Hobos, Mew Mexico 

Pred D. Gorhsja, Jr. 
Pubco Development Company 
Albuquerque, lev tfexioo 

Aaron L» Calvin 
Delhi 
Dallas, Texas 

R. o. carlin 
Delhi 
Dallas, Texas 

Alfred E. McLane 
Delhi 
Dallas, Texas 

3. 



Clifford Smith 
Delhi 
Dallas, Texas 

J. B. Howell 
Delhi Oil Coapany 
Farmington, Sew Mexico 

Frank C. Barnes 
Independent 
Santa Fe. Saw Mexico 

Robert E. murphy 
Magnolia Petroleum Company 
Roswell. Hew Mexico 

James L. Pasey 
Magnolia Petroleum Company 
Albuquerque, Kew ,exico. 

S. P. Hannifin 
Magnolia Petroleum Company 
Albuquerque, uew Mexico 

F . R. Richardson 
Lowry et a l 
Albuquerque, New Mexico 

Pan W. Johnston 
Albuquerque, New Mexico 

T. B. McElvain 
Bid spend ent 
Santa Pe, Ne® Mexico 

J. R. Cob 
Southern Union Gas company 
Santa Fe, New Mexico 

MR. SPURKIERs The meeting will come to order. The 
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MR. SMITH; My names ia J . *U Smith. I represent 

Stanolind Oil and Gas. I would like to enter an appear­

ance on behalf of Mr. Oliver Seth for the Stanolind Oil 

and Oat Company. 

Aa stated in the notice of hearing, the purpose of 

the hearing is to consider the proration of gaa in tha 

Blanco Mesaverde Fool. Also, conalderation of tha en­

largement of the. Halts of the Blanco Mesaverde Pool. 

As stated in the notice, our purpose is to make mora 

definite and certain the provisions of Section 11 of Order 

R-7Q6 as extended by h-110 which prescribed that wells 

should be by proration units in the f ie ld . 

Tnis hearing Is a continuation of earlier hearings 

held In the past. One of October SO, 1948 which resulted 

in Order R-799 fixing the spacing and providing other rules 

and Order Ho. h-110 as a result of a hearing on October 23, 

1951 which changed certain of the completion practices in 

the f i e ld . Also Order No. R-89 which changed certain of the 

field limits. I would like to emphasize that the hearing Is 

to be confined to the Blanco Mesaverde Pool only. We are 

not asking for any tightening procedure of any gas wells in 

the State. It la Just restricted as stated already to Blanco 

Mesaverde Pool. I would Ilka also to point out that the 

purpose of the hearing is not to restrict the production 

which may be based upon the market demand, but me rely that 
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demand be spread equally throughout the entire pool. I 

should like to offer additional testimony in addition to 

that given at the earlier hearing by calling Mr. Frank 

Nuss as our f i r s t witness. I don't believe Mr. Hues haa 

testified before and i t will be necessary to ca l l upon 

him and have him sworn aa a witness. 

FRAME BUSS. 

having been f i r s t duly sworn, testified as follows! 

DIRECT EXAMINATION 

By MR. SMITH; 

Q Will you state your name, please? 

A W. F. Nuss, j r . 

Q Mr* Nuss, where are you employed? 

A I am employed by Stanolind Gas and Oil in Lubbock. 

Q How long have you been so employed? 

A I have been with Stanolind slightly over six years. 

Q Will you state your educational background? 

A T have a degree in chemistry and physics and consid­

erable extra training in petroleum engineer, 

k Where did you get your degree? 

A Texas Christian University. 

Q. What degree? 

A Bachelor of Arts, chemistry* 

Q Have you worked for any company besides Stanolind 

Oil and Gas? 
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A HO* 

Q The work that you have done with Stanolind Oil and 

Gee Company, what has I t been? 

A My work hae been primarily reeervoir engineer and 

evaluation*• 

Q Just a moment* 

MR* SMITH: Would the Coramiaaion accept thia witneaa'a 

qualifications as an expert? 

MR. SPUfthliHl They wi l l . 

Q Mr. Nuss* In your capacity as reservoir engineer 

among the capacities that you have. I will aak i f you 

have aada certain studies with respect to the Blanco Mesa­

verde Pool? 

A Yes. we have made fairly extensive study. 

Q Will you state something with respect to the produoIng 

zone of the Blanco Meaaverde Pool? 

A I have considerable history here* Gas Production In 

the Blanco Mesaverde Pool Is obtained from the blanket sand­

stones of the Cliffhouse and Point Lookout formations of 

upper oretaoioue age which lying at a depth of between 

5800« on the top of the cllffhouse to approximately 5500« 

on the base of the Point Lookout formation. The two sones 

are separated by the Menefee formation which averages 

approximately 400* in thickness and which is not considered 

a major source of gaa in the reservoir. 
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The pool le loeated in northeastern San Juan County. 

Nev Mexico, the gas production was originally discovered 

by Huntington Park No. 1 through the Goede, presently the 

Delhi Ho. 1 W. M. Mansfield which was originally a dual 

completion In the Pictured Cliffs and Mesaverde formation 

located in Section 29, 30 North, Range 9 West. 

This well, which was originally completed in 1927, has 

supplied gas to the town of Astec since 1929 and has a 

total clrcualative produetlon from the Mesaverde In excess of 

1,000,000 MCF. 

Q What has been the field production history of this 

particular pool? 

A I would like to offer as our f i r s t exhibit a tabula­

tion of the production history for the pool. 

(Mark Exhibit No. 1 for identification.) 

A (Continuing) The data T have compiled here is taken 

from a report made by Brokaw, McKee and Dixon from the 

beginning of production in the pool through 1948. The 

remainder of the data is taken from New Mexico Oil and Gas 

Engineering Company records. 

It indicates a total cumulative production as of 

November 1, 1961 for the Blanco Mesaverde of 8,139,779 MCF 

of gas. Of that figure, 5,851,281 MCF have been producing 

during the f i r s t ten months of 1951. These figures Indicate 

that the production during 1951 will represent something 
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better then 70;*. of the total cumulative production from 

the f i e ld . 

q What are tlie present area limits? Do you have any 

exhibits that enow the area limit* of the field? 

A I have an exhibit which wi l l be *t>ur No. 2. 

(Marked Exhibit Ko» 2 for identification.) 

A (Continuing) This map indicates the present outlines 

of the pool as established by the New Mexico Oil Conserva­

tion Comission under order R-80. 

Q, Is that the area outlined in red? 

A Xt is the area outlined in red. 

Q Will you explain the al&nlfioanee of that area out­

lined ln green? 

A The area outline?! in green In this center portion of 

the field right directly north and east of i t is the area 

which Is included In our petition for the addition to the 

pool. 

Q In other words, the area Indicated in green la addi­

tional area Halts that we are now asking? , 

A Yea* Oas saturation is found throughout this entire 

area even outside the field limits, but the coomerclal 

collection of gas walls la controlled by development of 

sufficient perosity and permeability in the formation to 

permit gaa production at an economical rate* As of 

December 12, 1951, approximatelj 144 wells have been 
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completed In the pool. On that date there were 25 drilling 

rigs in operation in the field. The completion of wells 

in the area generally Involves stimulation of the formation 

with large amounts of nitroglycerin, and in recent months the 

institution of rotary drilling with gas as a circulating 

medium has indicated excellent possibilities in the reduction 

of drilling and completion costs and improvement of complet­

ion procedures. In Improving our completion techniques i t 

is accepted by the majority of operators ln the field that 

contamination of the formation through drilling well fluids 

when water base mud Is used results in a decreased deliver­

ability over other methods of completion. 

Q State something with respect to characteristics of the 

produoing formations, 

A Geologically, the producing sandstones In the Mesaverde 

formation, the Cliffhouse and Point Lookout intervals, are 

blanket sandstones of upper oretaolous age* They are com­

posed of Marine deposited yellow to brown and oream oolored 

sandstone beds with some sandy shale* Exhibit 3 electrical 

characteristics of the Mesaverde are Indicated by the 

electric logs of the Stanolind Elli o t t nAH No, 1 which i s 

representative of the producing horizon* 

Q State briefly what the characteristics are. 

A On this log I have marked the top of the Cliff house, 

the top of the Menef es and Point Lookout formations, the three 
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zone* which comprised the Mesaverde Fool, also the top 

of the shale at the base. The electrical characteristics 

are thoroughly ae curate. 

(Marked Exhibit No. 3 for Identification.) 

Q What is your testimony with respect to the porosity and 

permeability in tite producing area? 

A On the basis of the core analysis data the average 

porosity for the Cliffhouse 10.6^, for the Point Lookout 

9.7$. The permeability for the Cliffhouse .55 millardarc5.es 

and for the Point Lookout 1.4 mlllardarcies. v;e actually 

have very few cores, because of loss of circulation in the 

producing intervals. 

Q what about your water saturation? 

A X aa inclined to believe that the water saturation as 

measured by ©ore analysis are not representative of the 

formation especially taken with the water base mud. 

Q What are the characteristics of the weU with respect to 

any stabilisation that may be required to get an accurate 

test? 

A Wall, the wells require a long stabilisation period for 

this reason. We believe that deliverability tests against 

a uniform back pressure are much more representative and will 

result in a better test of the produoIng characteristics. 

The thickness of the two Intervals la slightly over the area, 

the average thickness of the Cliffhouse and Point Lookout is 

approximately 60» each. There is no indication that geologic 
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structure has any direct influence on porosity and perm­

eability. 

Q That is the producing reservoir itself? 

A That is in the reservoir. 

(Harked Exhibit No. 4 for identification.} 

Q I hand you what has been marked for identification 

aa Exhibit Mo. 4 and aak you to state what i t represents. 

A This Is a structural map contoured on the top of the 

Cliffhouse section in the center portion of the field that 

is the area ln which Stanolind'a chief acreage ia located. 

Contour interval is on 50• basis. Contours indicate the 

top of the Cliffhouse pay section above sea level. Exami­

nation of the potentials of tiae wells in the srea with 

respect to the structural location definitely indicates 

the structure has l i t t l e effeot on the capacity of the wells 

to produce. The sediments in the area with respect to this 

structure dip gently to the northeast from the outcropping 

formation approximately 50 miles to the southwest of this 

area of the field. 

ti I asked you to state generally about the permeabilities 

in this area there and what they Indicate with respect to 

the outcrop. 

A Tbe low permeability in the sanda and also the 

apparent detrimental effect of fresh water on the forma­

tion Indicatea that the reservoir itself is Isolated 
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from tha outcrop and our production In the field wi l l be 

by volume trio expansion of the gaa. Cliffhouse and Point 

Lookout are open to a common well bore and a number of 

coupletion* in the f ie ld . 

Q What type of gaa ao we have out there, sweet gas? 

A I t is a sweet gas average gravity of approxiaately.67. 

We recover small volumes of condensate in the f i e ld . The 

production data at this time is Insufficient to indicate a 

uniform average for the f ie ld . Original bottom hole 

pressure 1364 In the formation. 

Q What about the bottom hoie pressures in the f ie ld , 

what evidence do you have with tills? 

A Our best predetermination of the original 1364 pounds 

per square inch shut in the formation. 

Q What evidence do we have about the present bottom hole 

pressures that may 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 a l l wells. 

Q With respect to the purchasers of gas In that area 

what companies are purchasing gas at the present tiiae? 

A There are two pipe line supply systems. The r l Paso 

and Southern Union Gas Company. Their lines and the pro­

duction in the Blanco Pool extend over an area some 48 miles 

in length and 6 to 12 miles In width, a total of 270,000 
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acre*• 

Q, That ia the total acreage in the Blanco Mesaverde 

Pool at the present time? 

A That Includes the additional which we -

Q, (Interrupting) The general area that we would l i * e 

to add on? 

A Yes. The developing in the field is on 320 acre 

spacing and gaa production at the present time is against 

approximately 500 pounds line pressure in the Kl Paso line 

and the main Southern Union line, and approximately 300 

pounds line pressure ln the Southern Union La Plata line. 

That is the northwest portion of the field. 

Q What about the additional development that may be 

going on in the field at the present time? 

A The additional development in the area which we have 

colored green up there has resulted in commercial pro­

duction from the Mesaverde zone and definitely Indicates 

the desirability of an extension of the field limits for 

that area. I would like to offer this Exhibit. 

(Marked Exhibit No. 5 for identification.) 

(4 I hand you Exhibit 5 and ask you to state what i t 

purports to reflect. 

A This Exhibit l i s t s the recent completions In the area 

which is colored green on our Exhibit So. 2. I t li s t a the 

lease well, number, location and sone in which the wells 
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are completed and the potential. There ere nine wells 

which have been completed In that area, that ia as of 

December 12. The potentials range from approximately 

3300 MOP per day to 11,000 MCF per day. Fach of tha wells 

was completed In a l l three zones. That ia the Cliffhouse, 

Menefee and Point Lookout formations are a l l open. 

Q Specifically what sections will be included in the 

added area? 

A The specific sections, they are a l l in Range 8 West. j 

In Township 29 North there are Sections 1, 2, 3, 12 and ) 
i 

13. In Township 30 North, Sections 1, 2, 3, 10 through 15, J 

22 through 27, 34, 35, 36. In Township 31 North, Sections 

25 through 56. During October of this year 80 wells which 

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

1,466,849 MCF. That is a rate of 47,280 MCF per day or 591 J 

per well MCF, par well per day. 

Q Bow many wells completed in the field as of recent 

date? 

A Latest date December 1, 144 wells completed as of that 

date. These 144 completions indicate that the field average 
/ 

potential average per well wi l l be approximately 2,550 MCF j 

per day. 

Q How many wells were running during September, October, 

November continuously in that area? 
1/ 

A During that period approximately 25 rigs were running 
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«.verag« during the period they were completing 14 we 11a 

per month or approximately 168 we 11a per year. On th* 

basis of the pipe line capacities which have been supplied 

by the purchasers we have an Indication of 70.000,000 

cubic feet per day for I I Paso Natural Gas Company and 

45,000,000 cubic feet for Southern Union Gas company. 

Q Have you worked out the average deliverability of 

the wells and are you able to show how the capacity is 

being approached? 

A Considering that the average deliverability of the 

wells during October of this year wi l l represent the 

additional wells which wi l l be completed, the capacity of 

115,000,000 cubic feet per day can be supplied by 195 

producing wells. At the present time, 144 wells are com­

pleted leaving 51 wells only to be drilled before the pipe 

line capacity from the field wi l l be met. At the present 

rate of completion of wells this wi l l require approximately 

four months Improvement In completion techniques which wi l l 

increase the well deliverability. 

Q Is there a possibility of any acceleration of that 

date due to Improved completion techniques? 

A There is a definite possibility that improvement wi l l 

reduce the tin* required to meet the pipe line capacities. 

Q That wi l l be due to increased deliverability of th* 

wells completed? 
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A That'* right. Under the presently Indicated pro­

ductive acreage for the field approximately 846 wells 

will be needed for oomplete development. At the present 

rate of completion, the field will be completely developed 

within 4.3 years. These factors indicate that continued 

development of the field w i l l result in producing capacity 

in excess of transmission capacity during the coming year 

and proration of gas will be necessary to assure rateable 

takes among the wells In the field. 

MR. SMITHS In your opinion, you consider that in order 

to extend into this at this partioular time. I t i s necessary 

that we attempt some sort of proration. I have no further 

questions of this witness. 

MR. SFURRIFR: Does anyone else have a question of 

this witness? 

MR. LOCKEs I would like to ask one question. 

Q (By MR. LOCKE) In what State do they use the method 

of proration suggested by you? 

A Sir? 

Q what State uses the method of proration suggested by 

you? 

A X am sure i t is used in Texas. 

Q You suggested a method of proration a moment ago in 

your testimony. X asked you to name a State in which that 
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ay8torn of proration Is being enforced. 

A I ea sorry s i r , I haven't suggested a method of pro* 

ration* I believe the method that we are proposing is 

used in Texas• 

MR. LOCKE: That is a l l . 

MR. SPURRIER: Mr. Davis. 

MR. DAVIS: I would like to ask you, Mr. Muss, ln 

making a statement here a minute ago about the fact that 

wells now in progress within four months, 7 believe you 

aald, would satisfy the market requirements of the pipe 

line companies in the Blanco Mesaverde Fool. Do you have 

any information as to the market requirements of the pipe 

line company for the future ln making that statement? 

A I nave only -

Miu DAVIS: (Interrupting) .'.hat do you base I t on? 

MR. SMITH: I don't believe he testified with respect 

to market demand. That Is to pipe line capacity. 

MR. DAVIS: That is with respect to pipe lines now 

implaced there. 

MR. SMITH: That Is right. 

MR. SARNIS: You spoke about the deliverability of the 

well, mhat i s the deliverability based on, is that actual 

line Input or based on Initial potential? 

A The deliverability which I have used in the estimates 

is based on the actual production on wells which were 

18. 



producing during October of this year. 

Q (By lift. BARSKS) That la baaed on actual line Input for 

the month of October? 

A That la right. 

Q You are projecting that same production when you aay 

that you believe the wells wi l l very shortly be producing 

more than the pipe line capacity? 

A The asms average deliverability in the pipe line. 

Q Do you have a figure here as to what the absolute 

total pipe line capacity is at the present time? 

A The only figure that I have is the figure which has 

been supplied to my company by the pipe line outlets, that 

Is the two which I gave previously* I would like to have 

confirmation of those i f we can get i t . 

Q, You based your figure on a statement there and you 

don't actually have any accurate data to indicate what the 

actual pipe line capacity is at this time or what i t Is 

l ikely to be? 

A I used the best figures which we were able to get for 

the capacity. 

MR. SMITHs You obtained those figures from the 

purchasing companies direct, did you not? 

A Yes, sir* 

MR. SMITHS That Is a l l . 

MR. BARNES J That Is a l l . 
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Q (By MR. P0STTK) Ur, Nuss, you used the tern deliver­

ability, in your thinking is that synonymous with potential? 

A So, s i r . The deliverability which I am using In this 

esse I aa thinking of actual production into a pipe line. ^ 

Q, Against some assumed pipe line pressure? 

A Yes, s i r , I oelieve i t has been running approximately ' 

500 pounds in moat of the f i e ld . 

Q, In your thinking, how do you uae the terra potential? 

A The potentials which have been reported are supposedly 

open flow potential that Is against atmospheric pressure, 

q la that at the sandface or at the top of the pipe in 

your definition of th® term? 

A I believe that the reported potentials would be with 

atmospheric pressure at the surface. 

Q, At the surface. What sise pips do you have ln mind 

there ln determining those potentials? — 

A I haven't used potentials now in any of my calculations. 

Q X understand. 

A As far as I know the aise of the pipe varies somewhat 

over th* f i e ld . We are not recommendIng the potential. 

Q What is the variation In pipe else? 

A I don't have any figures on that. 

Q You Just know that i t does vary? 

A Yes. 

Q Some speculation as to what the variation might be in 
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pipe sire? 

A I don't have any direct Information, 

Q what else pipe do you use In your well? 

A I believe we are setting five and a half . 

Q Do you know of any smaller size used by other companies? 

A I don't have any direct knowledge of that, no, s i r . 

Q Do you know of a larger size used by other companies? 

A I don't have any direct knowledge on either of those. 

Q You don't apply the use of any friction factors in 

determining your wellhead potential? 

A Would you state that again, please? 
use 

Q Do you/any friction factors In determining your well­

head potential? 

MR. SMITH: I don't believe Mr. Nuss'a testimony 

covered that on direct examination. 

MR. FOSTER: Are you objecting to I t? 

MR. SMITH: No, I am not objecting. Is this direct 

examination here. I t la not part of the cross-examination. 

MR. POSTER; That might be a matter of opinion. Vie 

are Interested, of course, he testified about gas proration. 

V*e don't have any rock ln the bucket at this tine but I can 

see on a system of gt*e proration and what you apply here ln 

this f ie ld , you might well apply In some other field where 

we are Interested. I just simply want, of course, i f Mr. 

Smith doesn't want to answer. 
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MR. SMITH: I have no objection to his answering the 

question. 

<4 (By MR. FOSTER) Would you answer? 

A Would you state your question again? 

Q Do you use any friction factors In determining the 

wellhead potential? 

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 i t back to the sand face? 

A That's right, yes, s i r . 

Q These open flow potentials that you are talking about 

are really calculated as the potential of the well at the 

sand face? 

A Well now, I am not familiar with the way most of those 

were calculated. We have taken the reported potentials for 

most of the operators. I know how mine were calculated. 

Q You haven't suggested the adoption of any proration 

formula for prorating gaa In the field, you yourself? 

A Myself, I have not. 

Q Some other witness will do that, I assume? 

A Yes. 

MR. POSTER: That is a l l . 

Q, (By MR. SHEPAED) Have you had any trouble in obtaining 

connections? 
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A Stanolind hasn't, no s i r . 

Q {By MR. KELLAHIN) In your testimony as to the pro­

ducing formation, I recall that you said that the forma­

tion la a yellow or brown sand and some sandy shale. 

A Yes, s i r . 

Q In connection with that you testified as to the 

porosity and permeability of that formation on the basis 

of core analysis? 

A Yes. 

Q Could you say how many of the core analysis were 

available to you? 
A I believe there were a total of six core analysis. 

Q Would you aay there was any variation over the field 

In the porosity and permeability? 

A As I recall there was not a large variation. 

Q, There would be some? 

A There was some, certainly. 

Q What effect, in your opinion, would the variation in 

porosity and permeability have on the correlative 

rights, for example the land that overlay the area of less 

permeability? 

A I wouldn't, if you could state that a l i t t l e different. 

I don't understand what you mean by the question. 

Q The question I have in mind Is this, what effect 

would the institution of the temporary proration system 
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which Stanolind has suggested have on tha protection of 

correlative rights? 

A In other words, what effect, let aae see i f I under­

stand you, what effect would the use of the proration 

formula that we are proposing have on correlative rights. 

Q Yes. 

A I believe the formula we are proposing wi l l represent 

a reasonable protection of the correlative rights. In 

other words, I feel that the variation of porosity and 

permeability and the formula which we are proposing are, 

you might say, in accordance with each other. 

Q In other words, you don't think tti ere is sufficient 

variation that i t would have only material fact? 

A I think they would about cancel each other out. 

MR. FOSTER: What is the formula that you propose? 

MR. SMITH. That formula wil l be covered by a different 

witness• 

MR. FOSTER! Alright. 

Q (By MR. DAVIS) I believe you testified that within 

perhaps a year and a half there would be an excess of gas 

In the Blanco field? 

A within, i f the present drilling rate continues and 

assuming that the average deliverability of the wells which 

are producing is representative, we should have an excess 

capacity during the coming year. 
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Q Did you have any information aa to proposed expansion 

of the pipe line companies, pip* line* up there of their 

additional need for gaa In the Blanco area in making that 

determination? 

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

k In other word*, the idea that there would be an excess 

of gas In a year is purely a hypothetical case without 

taking Into consideration the real thing as to what the 

needs will he for gas of the Blanco field and the proposed 

pipe line addition? 

A The data etich I have given is based on the present 

capacity at best T have -

Q (Tnverruptng) without any expansion? 

A without mf expansion i f aueh is in the wind. 

MR. DAVIS That is a i l . 

A VOICEt Are you familiar with the testimony prev­

iously given the Federal Power Commission with reference 

to the need for additional pipe line in the basin? 

A Ii"o» sir, I have not had a chance to read you a i l of 

that. 

Q (By MR. BAKHES) I would like to ask you two more 

questions. You used the word deliverability several tlrces. 

Isn't i t true that the bulk of the dri l l ing in that area 

has taken place in the last year or year and a half? 

A I believe that la right. 
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Q * Muoh larger proportion of the wells completed in the 

lest six months or previous year? 

A 1 don't have any accurate figures on that. I know 

that production this year la greater than i t has been ln 

the past. I t i s shooting up rapidly. 

Q Wouldn't i t be true that a lot of deliverabilities 

on wells feat have only been on the pip* line a short time, 

l f In fast only too short a time to know what their actual 

deliverability wi l l be? 

A That Is possibly true. I might point out that we 

expect our wells to clean up an Increased deliverability 

as they continue to produce. 

Q Do you have any concrete examples of that? Any speci­

f i c wells you can mention that have done that? 

A I don't have any specific examples. I believe that 

has occurred In one of our wells at least. 

Q I would like to ask you one other question, you said 

there had been no decline ln production of recent complet­

ions. Do you have any evidence of any decline in any 

completions up there at a l l? Let's take the original 

Mansfield's well. Has there been any decline In the pro­

duction of that well since i t was -

A (Interrupting) I don't believe I made that statement 

to begin with. I don't have any figure on decline of any 

single completion. 
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Q I may have alaunderstood. I thought you stated there 
in 

had been no decline/'recent completions* 

A I didn't state that, no, sir* 

Q Well, let i t go. I think l f you wi l l go back through 

the testimony, you did make that statement. 

MR. SMITH i You mean decline in the number of complet­

ions per month? 

MR. BARNES* I said there had been no decline in pro­

duction In recent completions. Just a general statement. 

In any of the older wells. I don't have any concerning the 

decline of any single completion. I wi l l let the record 

stand on that* 

MR. BARNES: That is a l l . 

MR. S PURR I! H: Any further questions of this witness? 

By MR. WHITE: 

q Has the bottom hole pressure decreased in any of the 

wells? 

A I don't have any recent bottom hole pressures. Most 

of the production has been taken from the field during tills 

year. We have noted practically no decline in bottom hole 

pressures of our own completions. 

Q Of the 80 wells you speak of, how many are owned or 

operated by Stanolind? 

A I believe we bad two or possibly three on production 

during Ootober. 
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MR. SPURRIER: What sort of taat was thla original 

potential that you took on these veils? 

A we took back pressure tests on our own wells, 

particularly on Stanolind E l l i o t t . I am not familiar 

with a l l the procedures used by the other operators ln 

reporting their potential tests. 

MR. SHEPARD: How many different operators are there 

in the Blanco? 

A I don't have that figure. Let me see. Some 16 I 

think, 16 to 20. 

Q Are there anymore questions, Mr. Barnes? 

MR. BARNES: I don't want to beat this to death, but 

I would like to ask one more question. 

Q (By MR. BARNES) This is an opinion question. In 

your opinion, do you oelleve that fixed core analysis in a 

field 48 miles long and £0 miles wide is sufficient to 

evaluate the decline of the potential of the entire area? 

Do you think you have a sufficient spread? 

A As far as I am concerned, I don't think we do. But I 

haven't actually used the core analysis. But a preliminary 

estimate of the porosity and permeability in the formation -

Q (Interrupting) You don't think that Is sufficient to 

compile any f inal figure on? 

A I would like to have more -

MR. WHITE: (Interrupting) You said very few were taken 
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and I think you later stated 8 to 10, Can you point out on 

the map where the 10 cores were taken? 

A Nof s i r , I don't have those locations in mind, 

Q you don't know v/hether they were taken in the same 

area or diversified through the field? 

A No, I don't, I think most of them were through the center 

portion of the field, 

MR* GOKHAK: I would like to ask, relative to interlocking 

reservoirs in the Blanco area, when wells have been shut down 

to the surface with an adjacent well's produce, h*s there been <*ny 

decrease showing any inter-locking capacity? 

A So far as I know there have been no tests of that nature* 

I t would require considerable amount of production from an offset 

well in a field of this aize before any pressure would be noted 

on a shut-in well* You are going to have to produce a lot of 

gas from th* r'»e voir in order to pull the pressure down any* 

Hit. iPUflUIR* You represent Southern Union Gas Company? 

I wish you weald give your name and who you represent. 

Q You testified that during the month of October, 80 wells 

produced an average of 591,000 f©*t a day. And i t was your 

opinion that the wells would continue to produce at that rate, 

i s that right? 

A I testified that I was assuming that those wells were 
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representfitive of the additional completions which we 

wi l l be making. 

Q, Are you aware that during the month of October a \ 

large majority of the wella had not produced Into the \ 

line long enough to have stabilised in their flow and \ 

that i t takes several months for any of those wells to \ 

become stabilised into the pipe line? 

A That i s possible. 

MR. SPURR IT R; Any one else? 

MR. LOCK!: Do you know how many wells are actually 

producing into the line in October? 

A Prom the figures which I obtained from the New Mexico 

Oil and Gaa Engineering Committee, there were 80. 

Q How many of those did Southern Union have? 

A I don't know. 

Q How many were producing into the E l Paso pipe line? 

A I don't have that location. 

Q Do you know the location of the wells producing into 

the lines? 

A I don't have I t with me. I t ia reported to New 

Mexico Engineering Committee. That ia where I got the 

information. 

MR. WHITE: When was the f i r s t well drilled ln this 

f ie ld? 

A I believe the f i r s t well was completed in 1927 or 

1928. That was the well which is now the Delhi Ho. 1, 
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Wtth-a* Mansfield. 

q, Gen you give us the number of wells that were dri l led, 

say, within the f i r s t ten years, and how many in the laat 

few years, say, within the last year? 

A I don't have that information with me, s i r . Most of 

the wells I believe have been drilled since the f i r s t of 

1946. 

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

A I think there was one well producing until 1948. 

q Then Mi approximately 79 of the wells have been drilled 

since 1948? 

A That is right. 

MR. SMITHS Do you know how long the 2o rigs have 

been running out there? 

A The only figures I checked in that respect were for 

the last three or four months of this year. 

Mi-. UTZs Mr. Muss, getting back to your back pressure 

tests. How many wells did you back pressure teat, can you 

give me that figure? 

A I don't have i t with me. I know that we have taken 

back pressure tecta on two of the wells. 

Q. Were they fair point tests? 

A Yes, sir* far point tests. 

Q You are able to get a reasonable four point test on 

thea? 
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A I wasn't entirely satisfied with i t , no, a i r . They 

take a long time to stabilise. 

MR. SFUKRIERs Any one else? 

MR. SHBPARb: This f i r s t well that was dri l led, has 

there been any recent teat on i t? 

A I f there has been i t hasn't been in a form where I 

could find i t . 

MR. SPURRIER: Mr. Barnes,will give you just one J 
j 

more chance i f you want I t . 

MR. BARNESs I don't want another chance, I wasn't 

going to ask a question merely as a matter of record. I 

checked the State Oil Commission records on the basis of 

the actual records turned into them, I found at the end 

of October, 98 wells were on the line in the Blanco field 

of which 48 were Southern union, snd 44 were E l Paso. 

I just want to enter that in opposition to a previous 

figure. 

MR. SPURRIER: Thank you. Any one else? The witness 

is excused. 
(Witness excused.) 

LEWIS BOKD, 

having been f i r s t duly sworn, testified as follows; 

DIRECT EXAM ..MT I OR 

By MR. SMITH j 

MR. SMITH: I believe he has testified before and you 

have accepted his qualifications. 
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MR. SPURRIERt That is right, 

q (By MR. S^ITH) State your name. 

A Lewis Bond, 

q By whoa are you employed? 

A Stanolind Oil snd Gas Company. 

Q Mr. Bond* bow aany purchasers of gas are there in the 

Blanco Mesaverde Pool? 

A Two. Tha Southern Union and E l Paso Companies. 

Q Do you have any exhibits that show the ultimate market 

for gas purchased by the two companies? 

A Yes. I do. 
7 

(Marked Exhibit Wo. 7 for identification.) , 

Q Will you please state what those markets are? 

A This map shows major gas pipe lines in the United States. 

It Is of Interest ln this regard to Blanco area since i t 

shows the market served by the Southern Union and E l Paso 

lines. The Southern line serves towns in Hew Mexico suoh 

as Santa Pe, Albuquerque, Los Alamos, and Durango in Colorado. 

The E l Paso line serves marketa chiefly In Arizona and connect 

with the Pacific Gas and Electric company line which I believe 

ultimately transports that gas to San Francisco, 

q Do you have an exhibit showing the location of the 

gathering lines of E l Paso and Southern Union in the Blanco 

Mesaverde Pool? 

A Yes. s i r . 
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( Mark*d Exhibit No. 8 for identification.) 

Q X note that you have different colored lines in there, 

w i l l you please explain which colors are which companies 

lines? 

A First I would like to state that the orange border 

indicates the present boundaries of the Blanco Mesaverde 

Fool. Tha lines colored in red indicate pipe lines 

operated by E l Paso statural Gaa company. The lines 

indleated in green are operated by Southern Union Gas 

Company. This area is the Kuleher-Kutx Pool which produces 

across from th* Pictured c l i f f s and is not involved in this 

hearing. I would like to state that the information which 

I have on the Southern Union line, I believe is current as 

of last March 1961, and the E l Paso lines aa of October. 

So I .feel sure that there are numerous other lines which 

have bees completed since these transitions were prepared. 

Th* dotted Una* on this map indicate propoeed lines, many 

of which I am sure are in place at the present time. I 

would like to point out further that tiae old La Plata area 

i s served by the Southern Union Company. The Largo area to 

the south served by the E l Paso Company. And in the central 

portion of the pool which is the area where the Blanco Pool 

was f i r s t discovered Is served by both lines. I have colored 

In that area served by both lines* acreage which is connected 

to each line. The blue color represents acreage connected to 
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El Paao linee and tha yellow to the Southern Union lines. 

I would like te explain that thla legend which indicates 

that yellow la dedieated to Southern and blue acreage 

dedicated to El Paso's line is not Intended to iaply that 

is the only acreage ao dedicated* I have merely colored 

It In. the central portion, to illustrate a point. My 

point is this* You will note from the colored blocks that 

acreage served by the El Paso line is In more or less of 

a checkerboard pattern with aoreage served by Southern 

Union* In other words, there are offsetting traots served 

by both lines in that area* I feel sure that that condi­

tion exists in other parts of the field and will exist in a 

considerably larger portion* Since the acreage served by 

the two lines is in close conjunction, i t appears to ae that 

unless the withdrawals from both lines are approximately 

the same percentage as deliverability of the wells that they 

are connected to, that some inequities will result to the 

royalty owners snd iease owners of the acreage involved. 

Q We have proposed certain rules with respect to that 

feature, would you like to explain the proposed rules that 

we have? 

A Yes. 

<< That we have suggested to fee commission. 

A Yes, sir* X have several copies of these and perhaps 

the Commission would like to look them over at the same time. 
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I would like to state before reviewing the rules them­

selves feat we have discussed the rules with other 

operators in the Pool and have included suggestions made 

hy various operators* Tha proportion of the rules 

commenced wife Paragraph A. I wi l l begin discussing the 

rules. On fee f i r s t page, we have merely prepared a 

proposed form of order for the convenience of the Commiss­

ion in considering this matter. X would like to point 

out two corrections which may ba made on some of fee 

copies which have been circulated, and not on others. 

Where reference is made to Order 799, the reference should 

be to Order Mo. R-l 10, which is the most recent order 

promulgating rule for the Blanco Mesaverde Pool. Going 

to Paragraph A* on Page 2, where the actual mechanics of 

prorating gas are outlined, feat 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 in the pool, on yearly basis. I t also 

provides feat the Commission may consider previous over 

and under productions in arriving at the actual allowable 

from fee nominations submitted. That provision is to 

enable the Commission to add previous over production to 

the nominations or subtract previous under production in 

order that the purchasers may produce the amount of gas 

which they require and s t i l l make up previous over or 
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under produetlon. 

Thie peragreph also provides that the purchase ra may 

submit amended nominations at such time as i t becomes 

obvious that their nominations have not adequately reflected 

their market for gas. In Paragraph B there i s a provision 

for allocating the allowable established by the Co-ami as ion 

for the f i r s t year, or rather X should say from the 

effective data of thla order to January 1953, on the basis 

of the open flow potential tests idrilch have bean taken on 

fee wells. 

In Paragraph C, i t is provided feat after January 1, 

1953 gas in the pool ahall be allocated on the basis of 

aoraaga times deliverability. In other words, each well 

w i l l get a share of the total pools allowable which is in 

proportion to the product of the acreage assigned that well 

and the(^el^verab 111 ty>of that well to the summation of fee 

product of these factors as to a i l fee wells In fee pool* 

I t has an additional paragraph, or rather an additional 

feature which provides that low capacity walls which are 

recognised by the operator as not being able to produce 

their assign allowable may be assigned a lesser allowable 

at that operators request* I t also provides that fee 

Commission may set a minimum allowable which may be pro­

duced by any well whose allowable is calculated by fee 

formula that we have outlined, is considered to be 
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unreasonably low. We haven't made any suggestion aa to 

that ainlaum figure alnce we believe that actual schedules 

probably should be computed before enough information wi l l 

be available to recognize what a f a i r figure should be. 

Paragraph I) defined deliverability as indicated 

capacity of tha wells to produce against a stipulated 

pressure as determined by tests to be approved by the 

Commission. I t i s our thought feat before January 1, 1953. 

st which time fee deliverability feature of the rules 

would become effective, i f the rules were approved, that 

tests can ha taken and studies can be given to the actual 

manner of conducting deliverability tests. We thought that 

perhaps I f sufficient data was available at the present 

time to actually outline a deliverability test which would 

be satisfactory at this time. 

Paragraph E provides for the taking of deliverability 

tests on a l l wells during the period to be set by fee 

Commission and during the same period each year thereafter. 

Paragraph P provides for a balancing date for the 

purpose of computing and of balancing over and under pro­

duction. I t also establishes balancing periods of twelve 

months duration. The periods are to begin at 7 o'clock 

a. m., January 1 of each year and end as of fee same time 

each following year. 

Paragraph 0 provides feat wells ln the Blanco Pool 
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may ba produced in excess of their assigned allowable 

provided that any well which is over produced as of a 

balancing day in which i t was over produced on fee 

previous balancing date, must be shut in until the over 

produetlon is made up. 

Paragraph H provides for fee carrying forward of fee 

under produetlon from one balancing period to the next. 

I t also has a provision that cumulatively under produced 

on two successive balancing periods, shall have the under 

produetlon for the second previous balancing period 

cancelled. Another provision on Paragraph H is that wells 

which are cumulatively under produced on two successive 

balancing dates due to lack of ability to produce wi l l not 

have an allowable assigned greater than their average pro­

duction during the preceding balancing period. 

Paragraph I provides for fee issuance of a proration 

schedule by the Commission by January 20th of each year 

showing fee allowable assigned each well for the year, and 

during subsequent years the schedule would also show fee 

over production charged against each well or the under 

produetlon whioh is credited to feat well for allowable 

purposes. 

Paragraph J merely provides for suitable reports to 

be submitted to ths commission to carry out i ts duties ln 

respect to this suggested order. 
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Q Mr. Bamd, in your opinion, as an engineer, from tha 

standpoint of protaction against withdrawal* from one 

tract to another, in view of this situation aa exempli­

fied by Stanolind »s Exhibit 8, do you oonaider the rulea 

to afford toe beat possible protection against such in­

equitable withdrawals? 

A X believe fee rules as designed wi l l protect equities, 

proteet operators against inequitable withdrawale, X 

ahould say. 

<4 Do you have any information on fee respective market 

demand of this company's purchasing in fee Blanco Mesaverde 

Pool? 
A Ho, a i r , I have not. 

ME. SXITK: x have no further questions. 

ME. SPURRIER: Does anyone else have a question? 

Mix. LOGiCEs Do you have any communltlsatlon between 

any of the areas set out in the two different colors? 

A X have no interference test or direct knowledge such 

aa would ba acquired. 

MR. LOCKE: Do you have any interference tests? 

A X think that fact that the Comission has recognised 

feat area as one pool and has found that 320 acres units 

are a desirable development pattern would indicate that 

there w i l l be coamunitizetion between wells located on 

those tracta. 
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Q (By ME* LOCKE) But the Corataiaslon has not eo found 

that there la communication has It? 

A Hot directly. I believe their estaoliahment of pro­

ration units would carry that imprint. 

Q But a l l you have is conjecture but there might be at 

some future date communitization? 

A Yes. I can't definitely state there i s at this time* 

In my opinion there certainly will be. 

Q You say certain operators suggested these rules. 

Name the operators who participated ln these suggestions. 

A Delhi Oil Corporation, Southern Union, E l Paso, 

Stanolind, and I believe have a l l made oertain suggestions 

to the rules. 

Q Hone of the Interested operators participated then? 

A I don't know what your definition Is* 

Q I mean a smaller company, not one of the major* 

A If the companies I named are major, no, air, they did 

not* 

MR. DAVISi Just In answering Mr. Locke's question, 

I didn't understand you, I don't understand. Do you mean 

that Southern Union has recommended -

A (Interrupting) No, s i r , I don't mean to aay that the 

companies I named are advocating the rules that I have 

presented. I do mean that they have suggested i f rules 

are issued, certain desirable features to be Included. 
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q (By MH. DAVIS) Has Sou tha rn union aver suggested or 

recommended that proration rules be pool-vide? 

A So* s i r . not to my knowledge. 

q Your proration order is pred io ated upon prevention of 

waste and production of correlative rights, i s i t not? 

A Yes. s i r . 

q You are familiar with the definition in the Oil 

Conservation Act of what constitutes waste? 

A More or leas, yes. 

q Do you know of any present waste in the Blanco La Plata 

Mesaverde Pool at the present time? 

A «o, sir* I don't know of any waste. 

q In other words* is i t true timt the proposed proration 

order is something for future, might be five years i t might 

be two years and then again i t might never happen? 

A I can't agree with that statement entirely, Mr. Davis. 

You mentioned that our order was predicated on waate and 

protection of correlative rights. 

q And, or? 

A And, or. Our rules as proposed, actually would tend 

to protect correlative rights at the present time, 

q Do you have any evidence that correlative rights are 

not being protected? 

A In answer to that, I wii l just say this. At the present 

time, i f a well is shut-in for any reason such as mechanical 
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difficulties or perhaps a well ia frozen up during cold 

weather, which I understand is not unusual in that area, 

under the present conditions that would result in a loss 

of production to the operator of that well. If our rules 

were in affect, that well would accumulate under pro­

duction which could be produced at a later time and the 

operator and royalty owner holding interest under that 

tract would be protected. Correlative rights, I think, 

will be protected even more ln the future since I believe 

that the supply of gas in this area Is going to exceed the 

capacity of the lines. And at such time, I think there 

will definitely be a need for an equitable method of 

allocating the gas to the various weils In the pool. 

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

that la rather indefinite as to what the future would hold. 

A Well, based as Mr. auas testified, based on the 

present capacities, i t appears that that situation will be 

reached during the next year. 

Q But Mr. Suss didn't have f u l l and complete information 

as to pipe line additions and, or the quantities of gaa 

expected to be withdrawn from that area during the next few 

years• 

A No, s i r , he did not. 

q Let me ask vou one other question. You say here that 

protection of ocrelative rights and protection is not 
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contemplated by tbe statutes. That proration wil l be put 

into effect when there is an aotual waste or correlative 

right* -

A (Interrupting) I think that ia a legal question* 

IIB* SMITH. I think he is asking him a legal question. 

I don't think fee witness Is qualified to answer i t . 

MR. SPUEi-ITR* You present that as an objection? 

MR. SMITHj I think i t i s an objection and I t is 

argumentative and i t Is within the sphere of the witness. 

MR. SPuRRlERi Objection sustained. 

MR. THOMPSON* Now asking. Van Thompson, Southern 

Union. 

Q (By MR. THO.'PSOM) Mr. Muss testified that based on 

the core analysis* fee average permeability vas varied 

between .55 and 1.4, which Is considerably, very very low 

for permeability. I would like to ask you in your opinion, 

do you think one well with a permeability like feat wi l l 

drain more than 320 acres? 

A My opinion is feat It w i l l , yes. 

Q m wnat length of time do you think i t wi l l take to 

do I t ? 

A I couldn't make an offhand estimate. 

a (By MR. DAVIS) Do you know of any wells there that have 

not been connected when requested to do so? 

A «©. « l r , I don't. 
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MR. SPURRIER: Anyone else neve a question? 

MR, BARNESj I would like to bring out a point. 

Q (By MR. BAMES) uo you know at the pre a ent time of 

any single well in northwestern New Mexico, any single 

well standing by, unable to connect to a line because 

there is an over production of gaa snd over abundance of 

gas in the araa and they can't put i t on the line? 

A No, I don't have any knowledge of any well like that, 

q I would like to point out, you have made fee state­

ment here and you also have i t in your proposed order, 

that each operator shell have a right over like periods 

to make up any deficiency in his rateable share. Under 

H, i t states here, any well which is under produced has, 

of a balancing date, may carry forward such under pro­

duction as allowable credit to be produced during th* next 

balancing period. I would like to point out that the pro­

duction of the wells up there at the present time are based 

on two factors. One is the reservoir condition under the 

individual wells which of course, is an index of i t s perm­

eability and porosity and the ability of the well to drain 

a particular area effectively. The second factor is fee 

ability of feat particular well to button fee pipe line 

pressures and thare are a great many wells up there in 

their deliverability which can't deliver more than about 

two to ferae hundred thousand cubic feet of gas, and some 
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veils w i l l deliver three or four million. Those sre just 

general figures, anyone can check and find them pretty 

nearly correct* I don't believe veils shut in over a 

period of time and not allowed to make fee gaa over a 

period, could make fee gas up* 

MR. SMITH : la this a question or are you offering 

testimony? If I t i s , I would like -

Q Do you believe under that situation that fee wells 

could ever mske up feat gas? 

A Some wells* Mr. Barnes, due to their limited capacity 

obviously would never be able to make up under production 

which was due to allowable assigned in excess of their 

capacity. Other wells which might nave mechanical troubles, 

failed to produce for other reasons, could make up such 

under production. Perhaps a well could be worked over in 

some fashion and its producing ability Increased in feat 

case i t could make up previous under production* 

MR. SPURRIERi Any further questions? 

MR. WHITE; Do you know how many wells have been 

brought in within the last yeer? 

A No, s i r , I think Mr. HUBS bad some figures on that but 

1 don't recall exactly what they were* 

MR* SPURRIER: Do you want Mr. Nuss to answer fee 

question? 

MR, SMITH: Ho, he testified that there were 79 brought 
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in since 1948 ea I recall* 

MR. SETHi We wi l l get the figures for you. 

MR. SMITHi uj recollection was that he testified 

there was something like 144 wells completed out there. 

MR. SPURRIERi In the interest of time and for the 

record, does anyone know how many wells have been com­

pleted in the paat year? I presume you mean the f i r s t 

months of 1951. 

MR. SMITH; I don't believe we have any data on the 

annual, what wells were completed during thla current year. 

We only have information on the total number of completions 

out in the f i e ld . 

MR. SPURRIER; Does anyone have any further questions? 

MR. POSTER j May I ask one more question? 

MR. SPURRIER; Judge Poster. 

Q (By MR. FOSTER) Perhaps I am way behind on this thing. 

There has been some other hearings had and I don't know what 

the record reflects. But apparently, Mr. Bond, you now have 

In mind some means of implementing the general rules you 

have set out here, or you have already placed those means 

of Implementation in the record. Such as, how are you going 

to determine the back pressure and slope off your curb and 

so forth. 

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

I t fully a while ago. w« haven't recommended a bee* pressur* 
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for a deliverability teat. I t la our thought that an 

actual deliverability teat againat a line pressure to 

be determined would be the most accurate method of 

co paring fee producing capacity of the well. In an 

actual deliverability test like that, of course, there 

w i l l be no line or slope or any computation to i t . I t 

w i l l be an actual test. The reason that we did not 

recommend fee mechanics of taking the test at this time 

was that we wanted to have time to make more tests in 

the field and give feat more study before recommending 

tests to the commission. 

q Wall now* you have in mind some back pressure on 

which your deliverability is to be determined? 

A Well* offhand i t 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 a constant or variable bac* 

pressure? 

A Constant for a certain length of time at least. I t 

might be necessary in the future years as the producing 

ability of the wells decreases to establish another back 

pressure that fee wells do produce against. 

q Do you mean that you have in mind 500 pounds for one 

pipe line and 300 pounds for another? 

A Mo* s i r , I didn't mean that. 

46 



Q At this time do you have any evidence that the 

deliverability or whatever you have ln mind on that, 

la proportional to the gas reserve per acreage? 

A I think that our formula which Is acreage times 

deliverability has a correlation wife reservation, 

yes. s i r . 

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

i t not? 

A Yes, feat is right. 

Q Those facts that you are assuming In making feat 

answer are those matters of records in hearings that have 

been had heretofore? 

A Well, I would say this, Judge Poster, I can't think 

of any pool offhand that in my mind deliverability, X am 

speaking of gas pools deliverability and acreage, wouldn't 

have some relation to the reserve. 

Q Wall proportionately only with respect to the manner 

in which i t might determine deliverability? 

A I would say, I would state further feat I believe fee 

testimony which Mr. Muss has put ln includes some of the 

factors feat would have to be considered. X believe i t 

i s part of the record, yes. 

Q What flow period do you have in mind in determining 

the deliverability of the wells? 

A I haven't any flow period In mind at the present time. 
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Q Well that Is necessary isn't I t? 

A Yea, but aa I explained. I t i s ay thought that wi l l 

be considered by the Consnlsslon at a later date. 

Q, Don't you have In mind something that you sight 

suggest to the Commission? 

A SO, s i r , I do not. 

Q You do not. 

UR. SMITH: Mr. Bond, I t wi l l not be a factor until 

after 1953, isn't feat correct? 

A That is correct. 

Q (By MR. POSTER) , fhat you are saying is that depending 

upon what the reservoir condition may be beginning in 1953 

might determine what you suggest aa a flow period? 

A That might have something to do with i t , yes. 

q Up until 1953, your proposition is Just prorated on 

a straight potential basis? 

A Yes, s i r . 

q That is not a matter of sound engineering, but just 

one of expediency, isn't It? 

A I didn't understand the question. 

Q You are suggesting for prorating up until January 1, 

1953, on fee basis of Just potential. Isn't any sound 

engineering question, i t Is Just a matter of expediency? 

A Well, I don't think that I t i s unsound engineering, 

Judge Foster. If we had deliverability teats on a l l ths 
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wells at this time i t would be my recommendation that we 

institute our acreage times deliverability formula at the 

beginning of these rules. 

q I am talking about your suggestion Just to prorate 

on a potential period for a period of one year* 

A Yea. 

Q I am saying that suggestion rests more on a matter of 

expediency than i t does on sound engineering principles. 

MR. SMITH: I am Inclined to think that the question 

is argumentative, or have him amplify what he means by 

expediency* 

q Al l I am saying l a . and he told me that i t was his 

desire to prorate gas somewhat on the basis of reservation 

in place* I f you wi l l pardon me for doing a l i t t l e Dr. 

Jekyll and Mr. Hyde, turning from lawyer and engineer, I 

know you oan't do that on a basis of straight potential* 

That is a l l I am getting at* I t is a matter of expediency 

for the f i r s t year that you suggest that you prorate i t 

on a basis of straight potential rather than on the basis 

of any sound engineering principles. 

MR. SMITH: I see your point. 

A I f you understand the question, I don't think that 

prorating on the basis of potential tests is unsound, 

especially for the period of time required to obtain 

better tests. I don't think that any drastic, let me put 



I t thla way, X don't think lnaqultiea wi l l occur aa a 

result of that. Judge Foster. 

k You mean over a years period, period of one year? 

A Over a years period at least. 

Q Over a longer period, you think i t would? 

A I would prefer acreage times deliverability. 

Q Because that is better than straight potential? 

A Yes, s i r . 

q That i s what X am saying. So really the basis of 

your suggestion la aimply one of expediency rather than 

sound engineering principles? 

A X can't go along with you entirely on the statement, 

no, s i r . 

MR. SMITH. Baaed on present information from the 

f ield out there, is i t not - wouldn't i t not be considered 

sound engineering to use a potential test until such 

Information or data is available upon which your deliver­

ability times acreage can be determined? 

A X be Have i t ia as sound a method as is available to 

us. 

q (By MR. FOSTER) You mean working with what you got, 

that Is the best you can do? 

A Yes. 

q That is a matter of expediency. 

MR. POSTERS That is a l l . One other question with thi 
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acreage unit you have In mind, aome maximum acreage unit 

to be used in fee f ie ld , don't you? 

A Yes, s ir* we didn't put any figures in I think that 

would be at the discretion of the Commission. I don't 

believe they would allow acreage greatly ln excess of the 

320 acre dri l l ing units to be applied for allowable credit, 

ti (By MB. POSTER) " hen i t comes around your time to 

suggest, you mean you are going to suggest 320 acres as a 

aiaxlmum unit? 

A No, s i r , I didn't say that, 

q Well, do you aay that? 

A Ho, I say that would be a matter for tho Commission. 

<i For the Commission to make up Its mind, based on the 

testimony, what would be your suggestion? 

A The Commission has allowed permits to d r i l l in the 

Blanoo Pool. I am sure on tracta that are not 320 acres. 

I haven't submitted any testimony to them to assist them 

in that matter. 1 think they could reach a decision. 

W What do you have in mind suggesting to them as a maxi­

mum? 

A I don't know whether I wil l make any such suggestions 

at a l l . 

MR. SMITH: I started to suggest that, Judge Poster 

is asking the witness to give what he may testify to In 

the future. I consider the question improper and object 

53. 



to i t . 

MB. FOSTER* I assumed that he comes in end suggests 

a formula. I am sure he must have had some acreage factor 

in while otherwise he i s running loose. X am trying to 

find out what the acreage factor the witness has in mind 

i s . 

MR. SMITHS The present field route provides for 320 

acre units. 

A Yes, they do. 

MR. SMITH: It is based on the 320 acres? 

A Yes, that is correct. 

MR. POST! R: Does that mean that he now has in mind 

the 320 acres? 

UR. S24ITB: I don't know what he has in mind. 

MR. POSTER: You didn't answer the question for me. 

You didn't give me any information. 

MR. SPURRIERS Gentlemen, at the risk of cutting some­

one off here let's recess until 1:30. 

(Recess) 

MR. SPURRIER: The meeting wi l l come to order and we 

wi l l proceed with Mr. Bond on the stand, please. 

MR. SMITE: May i t please the Commission, before I 

forget I t , X don't believe I have Introduced In the evidence 

a l l the exhibits we have. I would like to do that at this 

time. 
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MR. SPURRIERI They will De accepted. Ban Johnston, 

do you have a question? 

MR. JOHNSTON: No questions, thank you, Mr. Spurrier. 

MR. SPURRIER! Anyone else? If not the witness nay 

be excused . 

(Witness excused.) 

MR. SMITH: That concludes the testimony whioh we 

have to offer, n y i t please ths Commission. 

MR. SPURRIER: Does anyone else have any testimony 

to offer? 

MR. DAVIS: Yes, s i r , we have. 

VAH THOMPSON. 

having been f i r s t duly sworn, testified aa follows: 

DIRECT EXAMINATION 

By MR. DAVIS: 

MR. DAVIS: I believe he has previously testified 

before the Commission. 

MR. SPURRIER: That ia correct. 

MR. DAVIS; Are you satisfied with his qualifications 

as an expert? 

MR. SPURRIER: Yes. 

k Will you please state your name? 

A Van Thompson. 

Q With whom are you employed? 

A Southern Union Gas. 

55. 



Q How long have you been employed with the Southern 

union Gaa Company? 

A Since 1930. 

Q Are you familiar with the production and operations 

of the gaa wells in fee Blanco Mesaverde Pool? 

A Yes, s i r . 

Q, Both from historical standpoint and present production 

also? 

A Yes, s i r . 

Q F i r s t , Mr. Thompson, I would like to get the record 

clear as to our positions on proration of the Blanco Pool 

as a field-wide proration order. What la our position 

in thst matter? 

A we are opposed to i t . 

Q Going back a l i t t l e bit on historical information 

from that area, I would like to ask you, do you know of 

any pool or area where there has been a pipe line construct­

ed prior to the dri l l ing of a well? 

A Ho, s i r . 

q Or obtaining production from a well? 

A First you have got to have the gas wells before you 

can build a pipe line. 

Q Does i t not follow thst once you get production, pipe 

lines are constructed and as an additional 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 Is correct. As store wells ere developed the 

pipe line system is expanded to take care of the addi­

tional gaa capacity. 

Q Mr. Thompson, there has been certain information 

in testiiaony here this morning to the effect that the 

present walla and those supposed to be drilled in the 

area wi l l ha either equal to or in excess of the pipe 

line capacity, would you elaborate on that a l i t t l e bit? 

A First* tha pipe line capacity in the area is far ln 

excess of the capacity of the wells. As more wells are 

drilled* I t w i l l increase the capacity of our pipe line. 

At the present time there is a shortage of gas in the 

area to supply our markets and E l Paso's also. 

Q I believe i t has already been testified to that our 

markets are primarily Santa Fe* Albuquerque and surround­

ing towns* including Loa Alamos. 

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

small amount that goes up to Durango. 

Q In your opinion, do you think that the present dri l l ing 

program w i l l be sufficient to take care of our needs to 

the pipe line connections that wi l l get on a prorated basis? 

A Ro* s i r . 

q In other words, you think that we can use minimal wells 

than we have now connected to our pipe lines? 
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A That Is right, our load is going at a rata of peak 

load of about twenty million feet per year and our old 

wells are declining at the rate of ten million feet per 

year. So that at our present requirements or about 

thirty million feet per day per year. Increase, 

q Mr. Thompson, In connection with the proration, I 

would like to ask you i f Southern union participated to 

an extent in discussion of the proposed proration of gas 

up in this araa prior to the filing of the applicants 

applications here? 

A The f i r s t we heard of this proration order was after 

I t had been filed* 

q In other words -

A (Interrupting} Later on we had, I think, we met with 

them one time and discussed i t . 

q 'ftimn did you have some Information that i t was a 

possibility, but we had no definite Information of the 

present proposed order until after the application had 

been filed? 

A That is right. 

q Did we make any suggestions at this conference or 

recommendations aa to, if proration was needed what i t 

should be? 

A we recommended that i f they had to have proration 

that i t be put on a pipe line basis* 
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Q Isn't I t true then, In effect. Southern Union 

presently la prorating i ts wells on a pipe line by 

pipe line basis, on the basis of deliverability? 

A That is rlght« 

H Do you have any other suggestions or recomm-

endatlona on this proration order? 

A Ho, I don't believe so. 

MR. DAVIS. I believe that ia a l l we have. 

M>t\. SPURRIER. That is a l l of the direct exami­

nation. Does anyone have a question of the witness? 

MR. SMITH: As 1 understand i t , your company has 

no objections to pr on tion at this time? 

A we object to proration on a pool-wide basis and 

we don't think that proration of any kind ia necessary 

for several years to come. We think in effect that we 

are prorating already on a pipe line basis. 

Q (By MR. SMITH) You stated that you consider the 

dri l l ing program out there insufficient to supply 

your demands under proration. Do you have any stat i ­

st loo or figures on that to back up the statement? 

A I didn't necessarily mean on proration, I meant 

on any kind of basis* 

Q In othar words, your present market demand is 

sufficient to take care of additional wells that are 

drilled out there even at the rate of 14 additional 
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we H i par month? 

A I think 00, y«s. 

q What i t the capacity of your pipe line? 

A The present capacity of the pipe line Is on the 

order of 120 million feet per day. 

Q. There hae heen some testimony to the effect that 

i t was forty five million. Did you or anyone In your 

company that you KI ow of supply the figures to ua at 

our rsquest? 

A No, s i r . I wi l l correct that a l i t t l e hi t . Lewis 

Bond ask ma about ten o'clock i f that one particular 

line had about that capacity and I a«id I think so. 

Q fvhlch line? 

A The one line running into the Blanco, and X wasn't 

considering fee other two lines coming in another place* 

Q The on* in the upper northwest oorner? 

A NO, s i r . I was talking about this particular line 

hare in addition to that, we haw* this line here and we 

also have a line which you don't have on there, which 

runs up through hare (indicating), 

q you have three lines altogether? 

A That i s right. 

Q That oapacity variea according to the pressure I t 

receives? 

A I t varies according to the pressure, yes, s i r , and 
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aise of the pipe. 

Q, size of the pipe, ' hat ia the pressure and size of 

fee pipe reflected hy the three different connection* In 

there T 

A These two upper ones vary between 300 and 500 pounds* 

depending on fee season the line over there on the Bianco 

area varlea from 500 to as aueh as 650. 

q They a l l feed into a comnon line down here? 

A So. that isn't quite right. This particular line 

feeds through a compress or station and then goes into 

the main line. This line feeds directly into the main 

line. 

q %lmt is fee pressure of this line here? 

A At the present time, 650. 

q You state that the capacity Is 120 million, that is 

based on what pressure figures? 

A That is fee capacity of this particular line here, 

which has a l l these feeder lines coming into i t . At the 

present time we are increasing this line and putting in 

lb miles of 20 inch right in here, and next year we have 

substantial additional improvements planned. 

q When wi l l feat completion program be finished? 

A I don't think i t wi l l ever be finished. 

q You contemplate continuing to this, fee size of this 

line* so that you can take the gas up there, fee gaa that 
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is available? 

A That is right. 

Q Wouldn't that be controlled by the market demand? 

A That Is right, 

Q What markets do you have? 

A Just the local Albuquerque, Santa Fe, Los Alamos, this 

particular area, 

Q Do you have any economic figures on vhat the saturation 

point may be in those areas? 

A No, s i r , 

Q You don't snow whether i t would require as muoh as 120 

million? 

A Yes, we know i t wi l l require more than that this very 

year. This year we have had already, we have had to 

interrupt a l l of our industrial cos turners, the power plants 

and railroad shops, because we didn't have enough gas to 

supply. 

Q H©w much are you supplying now? 

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

q Are you familiar with the pipe line capacity of E l Paso? 

A NO, s i r . 

Q. What other g&s field are you producing from besides 

Blanco? 

A We are producing froa Kutz Canyon field and also Barker 

Dome. 
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Q Your figure* on market demandtake that production 

Into consideration? 

A Yea. 

q 80 to 100 million would include production from those 

f i e lds? 

A Yea. 

Q What do you estimate your production that you are not 

taking from the Blanco f i e ld to be? 

A We are taking i t on the order of 20 million feet per 

day. 

q That la a l l the connected wells feat you have? 

A A l l fee connected wells that we have tied to the pipe 

l ine , that i s a l l they w i l l produce into our pipe l ine . 

ME. DAVIS: Mr. Chairman, one more question I fai led 

to bring out hut I do want the record to be straight on 

th i s , lias Southern Union ever refused a connection with 

either of the areas we have talked about in addition to fee 

Blanco f i e ld? Are we always in the market for gas? 

A Yes, a i r . 

MR. DAVIS: That Is a l l . 

MR. SPURRIER: Mr. Thompson, do you know what your 

average daily take would be for this year* 

A No, I can t e l l you on an annual basis. I t will be 

about IB million feet for the year 1951. 

AR. SPURRIER: 18 million. 
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A 18 million feet, yea, air. 

MR. SPURR II R: Any othar questions? 

Q {By MR. SP-jRhEUi) Mr. Thompson, do you know what the 

deliverability of the combined wells in the Blanco Pool 

might be at this time? 

A Ho. I don't have any exact figures es to the number of 

wells we have connected, but I believe i t is on the order of 

50 and from that 50 we are getting about 20 million feet per 

day. 

<i From 48, I thin* the figure is .48, from 48 wells how 

much gas? 

A 20 million feet per day. 

Q We are speaking of Blanco now as a pool. 

A That la right. 

MR. SPURRIER: Anyone else? Mr. Smith? 

MR. SI.'ITU: I am just a l i t t l e confused as to respect­

ive capacity of the feeder lines. What is the capacity of 

this line? 

MR. SPURRIER: That la the La Plata end of the Blanco 

Pool. 

MR. SMITH: In the northwest corner of the Blanco Pool. 

A That Is dependent on quite a few things, Mr. Smith. 

One of them Is this, one particular line cooes a l l the way 

down from th* storage project here. The storage project la 

feeding ar.d this line is feeding and this line is feeding. 
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•11 feeding into one common l ine . That particular l ine 

bas a tota l capacity of about 30 a i l lion feet per day. At 

the present time we are running anywhere from 7 to aa much 

as 10 million feet a day out of this area. We have Juat 

completed tMs line and we are, i t varies 4 or 5 million 

feet a day. That ian't the capacity of the l ine . I t 

happens to be there I s a bottleneck In the system rl&ht 

here which we had planned to f i x with 12 Inch pipe down 

to fee compressor station. We haven't got the pipe yet 

and I t won't be done unt i l later In the winter. 

Q What la the Capacity of the line northwest of Blanco 

down to the main l ine that you say comes from the storage 

project? 

A You mean from up here? 

Q That Is right. 

A I would aay feat particular l ine has a potential cepae 

of 40 or 50 mill ion feet a day. 

Q ?/hat i s the size of the l ine? 

A 10 Inch, 

q Pressure? 

A Varies between ^00 and 500. 

Q How much do you bring out of your storage project? 

A We bring a peak out of there about 12 million feet . 

Q la that altogether during, the winter months? 

A We only used that storage project on peak days, cases 
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of emergency. 

Q Let's pees to the new l ine that you have drawn on 

here in black pencil with which Ilea midway between the 

middle Blanco area and northwest Blanco area. What ia 

the capacity of that l ine? 

A The potential capacity of that l ine would be roughly 

30 or 40 mill ion fact per day. The reason we can't take 

i t out i a becauae we don't have the wells connected to i t 

to do i t . I t was bui l t much larger than the present we11a 

anticipated we would get more. 

Q vrith reference to the middle Blanco, what is the 

capacity of that l ine? 

A That l ine i s 12 inch, and i t has a potential capacity 

without any additional compressor, or witaout any compressor, 

40 or 46 mil l ion a day. 

Q That la just to serve the mid ile Blanco area? 

A That Is right. 

Q ho you lave any construction plena to increase the 

s ise of that? 

A Hot at the present time becauae we are oniy getting 

10 mill ion feet a day out of i t . 

MR. SMITHi That i s a l l . 

By MR. UT2; 

<* You spoke of a location to pipe line or proration pipe 

l ine , proration on the oasis of de l iverabi l i ty . vould you 
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clarify what you mean by deliverability? 

A What I mean by that waa that a l l the wells in a parti­

cular araa feed into the pipe line wide open at the well 

and the only H a l t to the capacity of the well is the 

amount they will put into the pipe line, 

q Wide open? 

A That i s right. 

q Under what kind of back pressure? 

A As I explained before, i t varies from 300, five places, 

up to 660 pounds, different parts of the field. 

MR. UTZ* That is a l l I have. 

MR. SPURRIER j Anyone else? You may oe excused, P.v» 

Thompson. 

(Witness excused.) 

MR. SPuRRITR: Anyone else have any testimony to 

present in this case? If not we have some letter to read 

into tha record. We will ask your indulgence since we 

would Ilka them to appear in the record. 

MR. WHITE: Here is a letter from Thomas J. quigley, 

Beverly K i l l s , California dated December lo, 1951. 

Gentlemen: The writer waa one of the earliest operators In 

the area above described and is s t i l l the owner of royalties 

and leases and operating Interests in several thousand acrea 

in tbe area. 

Long before rr. Floranoe drilled the f i r s t well which 
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really opened tap that Blanco Mesaverde area, the writer 

endeavored to intereat stanolind as well as many other 

companies in prospecting the Blanco Largo Canyon araa 

and turned over some of his land to Mr. Florence in an 

effort to get the area dri l led. So my associates and I 

are thoroughly familiar with the area, having practi­

cally pioneered i t . 

w« have given fee matter considerable study and 

are convinced feat proration at this time Is ridiculous 

and would discourage considerable dri l l ing. 

I aa just In receipt of a letter from one of tha 

largest companies in the United States which ia now 

actively operating In the San Juan basin. I brought 

them in , personally, after considerable effort and they 

are now developing some of my lands. They have already 

drilled a couple of wells on my land and I wrote them 

ten days ago, asking them about their development plans 

for 1952 and I quote from a letter received from them 

just yesterday: 

"We understand that plans are afoot for proration 

and one of the companies interested in that area has 

applied for proration of production. 

Our future development wii l depend somewhat on 

developments as to market and price and the results of 

efforts to prorate production.* 

Here i s concrete evidence that even fee thought of 

68. 



proration has iramedlately slowed up development. There 

is no question about Its harmful effect upon the Basin 

et this tlsse. 

We sincerely trust you will reject Stanolind'a 

explication. Signed J, Quigley". 

Here la a tele grass received from Lawrence C. Kelly, 

Los Angeles, California, dated December 17, 1961; 

"Stanolind petition for «sas proration is ao meager and 

lacking In working details that no consideration should 

be given i t Stop I am holder of several federal leases In 

Blanco area and am Interested In two Point Lookout gas 

wells I respectfully suggest much detail study and many 

formulae be worked out before considering any nsethod of 

proration Stop As a member of Conservation committee of 

California Oil Producers for more then fifteen years until 

1948 I saw great number of formulae which appeared fair In 

principal worked out before using brln^ out fantastic 

results with many gross Inequities Stop aany factors 

must be given weight namely pressures of different forma­

tions, economics cost of wells, gas gathering line pressures, 

government limitations of royalties and many others Stop 

Proration of gas production doea not appear warranted for 

many years but i f edciod to present high' gas line pressures 

the Incentive to d r i l l gas wells is gone Stop 1 ould be 

great set back to San Juan Basin I aa unalterably opposed 
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to Stanolind petition. Signed Lawrence C. Kelly." 

Here ia a telegram from sunray Oil Corporation, Tulaa, 

Oklahoma, dated December IV, 1951: 

"REi Caae Humber 330, December 18, 1951 Stanolind 

application to make -norr definite and certain rules 

applicable to Blanco-Mesaverde gaa field, San Juan County 

This company normally favors adoption of rules pro­

viding for equitable gas allocation where sufficient pro­

duction and reservoir Information is available. "Ve have 

two wells on approximately 6700 acres in Blanco field and 

therefore in absence of such information have no recommenda­

tions to make at this tine. Sunray Oil Corporation -

William L. Horner, Chief Engineer.* 

Here is a letter from f Illiam Mansfield, Farmington, 

Hew Mexico, dated December lb, 1951, regarding proration 

of natural gaa. 

"To t.hom i t May Coreern: The proration should cover 

a l l gas wells regardless of the formation the wells are 

producing fro-rs or fren any foraation that is not producing 

from at any time, that become productive at any time here­

after. 

All gas wells regardless of size should be given an 

equal basis, (not an equal percentage basis), and this pro­

viso should continue permanently until the smaller wells 

are producing their capacity, through the same size tubing 
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used in a l l wells* and at this time i f the market demand 

is greater than the smaller wells can produce, the larger 

wells should be allowed to produce the over amount of the 

market demand. 

In regards to differential governing gas wells that 

deliver gas into different main liner gaa pipe lines, 

there should not be any difference of proration, unless 

i t i s necessary to reduce overhead operation, and in this 

event the average per weil per year, should be adjusted 

during not over one year. 

The State of Kew Mexico, and the Department of the 

Interior of the United States or its field agents, should 

employ experienced gas engineers on a permanent basis, to 

check a l l wells, and equipment used in the measurement 

and deliverability of gas produced, and delivered into a l l 

pipe lines regardless of ownership of the wells. The 

* engineers employed for this work shali make daily reports 

on a monthly basis, to their respective superiors and 

their respective superiors shall adjust any discrepancies 

found,'within a period of 30 days after such faults are 

found. 

If there i s not a sufficient Income being paid to the 

stata and government agencies who have the jurisdiction 

over the departments regularly assigned to administer these 

problems, then the amount of tax being paid to these 
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agencies should be increased a suff ic ient amount to 

properly take care of the work of the engineers and 

necessary assistants* signed William Mansfield." 

Mft. SPURR Ih'R: Does anyone have any further 

comment? 

MR. DAVIS: I wouid l ine to maxe a statement. 

Southern Union believes that the Oil Conaervation Act 

contemplates proration oniy in the event of present 

waate or a destruction of correlative r ights . We do 

not believe that Stanolind has shown that any of that 

exists in fee Blanco Pool and practical ly a l l of their 

testimony has been whet might happen in the future. In 

view of those circumstances, we recommend that the appli­

cation for proration of the Bianco Pool at this time be 

denied• 

ftiR. SMITli: v.ell naturally, we want to support our 

application. 1 thiik our exhibits feet we have intro­

duced aa well as the testimony amply support the appli­

cation for proration at this tlise. The time to keep 

your horse from being stolen la before I t i s stolen. 

I f we believe before the inequities do develop arid try 

to rush into a manner of proration which may afford 

recompense i t i s impossible to make adjustments feat 

would protect the people. We are suggesting a system 

of proration which I think has oeen misunderstood, 
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particularly In view of some of the letters read into 

the record. v-'e are not attempting to think of i t . V»e 

would result in limiting the market demand or amount 

of gas taken from the field. ¥s"e are merely suggesting 

that consideration be given by the commission to putting 

out such rules as wiil afford an equitable tactically 

In the area colored on hxhlbit 8 as in yellow and blue, 

i t ie obvious in there that i f one of the purchasing 

companies should take an excessive amount of gaa to 

supply their particular market demand for a period of 

two or three years or even longer, feat an Imbalance 

will occur. It ia self evident because you have off­

setting leases dedicated to different purchasing com­

panies. Wow, i f we wait uratil that time does come about, 

we have damage which cannot be measured because i t is 

difficult to ascertain precisely how much damage may have 

occurred. So feat we are suggesting at the tirne to put 

proration in oefore the damage occurs and we think that 

at the preaent, damage to correlative rights has been 

demonstrated through the fact that a number of wells may 

be shut in and frozen in and not given an opportunity to 

deliver their proportionate part of the gaa to satisfy 

the appropriate market demand. You will nobs in our 

suggested rule that we have, ̂ o on a bottom hole pressure, 

or rather a potential test basis leilch is in affect 
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deliverability, because the company out there will take 

from these we Is what they can during the. f i r s t year. I 

think this f i r s t year, during that period of time, the 

Commission will have a chance to see how prorstlon works 

out there and eun definitely formulate a fair policy for 

a l l the people concerned, both purchasers and producers 

at the time and before there will be a possibility of 

waste or damage to the respective producing leases. 

Xt is difficult of course, to express exactly what 

this damage may be, and i t is very essential by its very 

difficulty we think thtt the time to institute rules 

which you know is l l l set .p a fair and equitable formula 

i s , instead of leaving i t to chance, to determine whether 

a rule should go Into effect. In other words, what I am 

saying la that If I t gets to a point where the Imbalance 

does exist well then we will be confronted with the actual 

situation, with no past proration experience, no opportunity 

to determine how the wells will produce, whether I t should 

be on a deliverability basis or test basis, we may have to 

spend months or years to determine what the productive 

capacity of the wells would be. And by that time, of course, 

the damage will be nore or less aggravated. We think that 

protection of the royalty owners and the small operators in 

that field as to major companies demands that the proration 

rules be instituted now. 
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MR. SPURRIER: Did you. during your presentation of 

testimony, advooate proration oy pipe line or on a pool-

wide baaia? 

MK. SMITHS We feel that on a pool-wide basis is 

the equitable way to do i t . 

MR. LOCK! t I would like to make a statement, Mr. 

Spurrier. I want to say amen to every thing said oy 

Southern Union as to conjecture quality of proof by 

Stanolind referring to the item of damage. I want to 

point out a real damage that wi l l occur i f proration la 

placed in tha Basin in this year. Our co-panics 

commenced operation on August 1, 1961, on January 1, 

we wi l l have ferae Pictured Cli f fs and two Mesaverde 

tied into the pipe l ine. Our program is twenty welis 

in Largo Canyon. If thla goes in, our capital, oeing 

risk capital, wi l l not be available for the dri l l ing of 

fee wells. There Is a real damage to the State of Hew 

Mexico In development of gas for markets in the San Juan 

Basin. I t seems to me as a lawyer, that i f I came In 

with a case so conjectural aa has been presented here 

today that I would feel embarrassed to get up and contend 

feat I ahould be given rel ief . 

MR. SPURRIIRi Anyone else? Mr. Stone. 

MR. STGIiE. I represent Ralph A . Johnston. We have 

three wells, Mesaverde wells, in feat red outline, and on 

75 . 



some 4000 acres. As an Independent operator, we have not 

been consulted at any time, at least I have no reference 

of i t in connection with proration. I think properly 

handled, and at the opportune time i t is a wonderful thing. 

At this time i t Is neither practical or feasible. Also, 

on the basis of the testimony shown, I can find no 

inequities, no over production in gas and aa far as the 

seller or producer of gas to contemplate what the purchaser 

would do toward taking i t . I think i t is far fetched. V.e 

are definitely opposed to i t . 

MR. SPURtvIIK: Anyone else? Mr. Morrell. 

MR. MORi-S LLi No statement, thank you. 

MR. GORDOU: l.ith the Three States Natural Qas Company, 

we have fife wells now completed and some of them would be 

in the Immediate area affected. We contemplate drilling 

between seventy five and eighty wells. That is based, that 

program is based, on our confidence that the pipe line out­

let to this field will be sufficient to take the production 

developed ir* the aree. At this time we feel that proration 

as suggested is not required, but should any inequities 

develop, we will be glad to ^o into any proration that is 

proposed for the field in the future. 

MR. SPORRU R: Than* yew. Anyone else? Mr. Solack. 

MR. BOLACKi far. Chairman, X have interest in a number 

of gas wells in the Blanco field. Some of them are over-
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ride*. Some are half intereat workings. X fee l that 

proration at this time would def initely c u r t a i l 

considerable act iv i ty In that area. I won't aay that the 

suggestion i s wrong. I f ee l i t i s just a l i t t l e bit ahead 

of schedule. I f ee l that their testimony stating that 

powerful l ine pressures are maintained in that area, I 

believe that wells producing against comparable l ine 

pressure w i l l automatically prorate themselves as accurately 

as can be done .mechanically. I would concur in practical ly 

a l l the statements of Southern Union. I oppose i t . 

MR. SPUrnlKRi Anyone else? lir. Barnes. 

MR. BARNES: T . Spurrier, I am representing Prank 

Barnes, an independent geologist, Mr. John Price, an 

associate of A*tec, and ?«r. William Mansfield, of Farmington, 

and Kings ley-Locke Oil Company. I would l ike to state for 

the record that I as not personally opposed to proration aa 

such or in principle, but feat myself and my associates are 

opposed to proration at this particular time because we 

f ee l that i t would damage development In fee San Juan Basin 

and would result in the dr i l l ing of considerably numerous, 

numbers of gal reduced, numbers of gas wells over fee next 

few years. I would l ike to aake a suggestion to the 

Commission feat this petition be denied and that in fee 

present tine fee Commission appoint a Board to study this 

situation impartially and make a recommendation to t&e 
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Commission within the next eix months on the f eas ib i l i ty 

of proration at that tirse. 

UE* SP'JHhi: R: Anyone else? 

MB. BICliARDSOH: I represent lowry and Associates, 

and a l l I would l ike to say i s to emphasize what Mr. 

LocKe has aald that I represent some independents, and 

we are not operating on the. same scale as the Blanco i s , 

although we have twelve rigs ruining. They have twenty 

f ive up there. ?«* have f̂ ot sixteen wells in the process 

of being dr i l l ed and hope to complete those in the next 

couple of months. The time just doesn't seem right to me 

to come in here with a proration order and result in quite 

a lot of development coming to a halt up theie. 

MR. SPURRIl'R. Anyone else? I f not, i f there i s no 

further testimony, the case la concluded and w i l l be taken 

under advisement. 

(Whereupon the hearing was adjourned.) 

78 



STATE OF NEW MEXICO ) 

COUNTY OF BERNALILLO ) 

I HEREBY CERTIFY thst the foregoing end attached 

transcript of proceeding£ before the Oil Conservation 

Commission, State of New Mexico, at Santa Fe, in Case 

No. 330, is a true and correct record of the same to the 

best of my knowledge, s k i l l and ability. 

Dated at Albuquerque, Uew Mexico, this 19th day of 

January, 1952. 
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