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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
MAY 28, 1958

IN THE MATTER OF: :

CASE NO. 151 Application of A. A. Greer, et al., for:
an exception to the acreage factors es-:
tablished by Order No. R=565=C for cer=:
tain wells in San Juan County, New Mex-:
ico. Applicant, in the above-styled
cause, seeks an order granting an ex-
ception to the acreage factors provided
in the Special Rules and Regulations
for the Aztec-Pictured Cliffs Gas Pool
and Fulcher Kutz-Pictured Cliffs Gas
Pool, as set forth in Order No. R=565-C:
for one well in the Aztec~-Pictured
Cliffs Gas Pool and eight wells in the
Fulcher Kutz-Pictured Cliffs Gas Pool
which were drilled on LO-acre spacing
prior to the establishment of 160-acre
spacing in the aforementioned pools.

s o ¢ o5 w0 s e» oo

(3]

Elvis A. Utz, Examiner
TRANSCRIPT OF PROCEEDINGS
MR. UTZ: The hearing will come to order, please. The
Examiner realizes that a number of you have time problems here.
The fact remainsg that too many people have time problems and every-
body can't be first. So, after Casé 11461 we will take a very short
Case 1463, and then we will go back in order. The next case after

that will be Case 14}8, which is the Ambassador case. We will do

the best we can to get you out as fast as we can.
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MR. PAYNE: Application of A. A. Greer, et al., for an
exception to the acreage factors established by Order No. R-565-C
for certain wells in San Juan County, New Mexico.

MR. VERITY: George Verity, appearing for the applicants/

MR. BUELL: Guy Buell, for Pan American Petroleum Corporg-
tion.

MR. UTZ: Any other appearances in this case? If not,
the proponents may proceed.

M. VERITY: Your Honor, this application is for an ex-
ception to the acreage attribution factor of Order No. R-565-C and
a sequence order of A, B and C. I think C is the one that is act-
ually applicable. The situation in San Juan County Pictured Cliffﬁ
formation is such that prior to the time that there was any spacing
order there at all, the wells covered by this applicaltion were
drilled on tracts of less than 160 acres, many of them on L0 acres,
| and such drilling was, of course, at that time in all regpects
proper. There was no order against it -- there was no application
for any order against it, and then on June 22nd, 1943, the Cormisst
ion promulgated Order No. 748, which order -- and if there are no
objections, I want to introduce a copy of it at this time into evi¢
dence or make reference into the record which Order in Paragraph E
well generally, which order made a 1l50-acre spacing unit and in
Paragraph E it provided to the following effect, that "for wells
hereafter drilled, a general spacing pattern of one centrally lo-

cated well on a unit of 160 acres, substantially in the shape of a
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square, is required to protect the equalities of those having in-
terests in the wells heretofore drilled on 160-acre tracts, for
which general spacing pattern the pooling of properties should be
encouraged when necessary."

Now, you will notice, Your Honor, that it points out that
that is for wellg hereafter drilled; the date of such order, as I
previously pointed out was June 22nd, 1943. All of the wells thaf
are covered by this application were drilled prior to that time
and subsequent to that and on the 23rd of December, 195 the Com-
nission promulgated Order No. R-565 and at this juncture came along
and penalized the wells that were previously drilled lawfully and
legally on 160-acres by ;ltlblidhing,aisot of T'leld rules which made
an acreage attribution factor of 1 for 160 acres for a well with
160 acres and a factor of 160 divided into the number of acres if
it was less than that. Now, currently and presently all of the
wells that we have specifically designated in our application, as
well as many other wells in tie pool, as well as a few other wells
in the pool, cannot continue to operate with an acreage attribu-
tion factor of 1 because the penalty puts them down into a bracket
of allowable. Where Southern Union Gas Company produces them, thd
normal procedure is that they overproduce, then the well must be
shut in and it Just can't be started up again because it has
flooded out. I want to introduce, 1f there is no objection, both
this copy of Rule 748 and copy of Order 745 and Order R-565=C and

call as a witness Mr. Leon Stearns.
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MR. UTZ: You want Order R-565-C as Exhibit B.
MR. VERITY: And 748.as Exhibit A.
(Witness sworn)
L. G. STEARNS,
called as a witness, having been first duly sworn on oath, testi-
fied as follows:
DIRECT EXAMINATION
BY MR. VERITY:

Q@ Will you state your name, please?

A L. G. Stearns. |

Q@ Mr. Stearns, are you a partner in the BMNS Company?

A That's right.

Q Does that partnership operate the Brown No. 1 Well lo-
cated in the northeast, southeast of Section 30, Township 30 North
Range 12 West?

A Thatts right.

Q And the Brown No. 2 located in the soutnwest, southwest
of Section 29, Townsnip 30 North, Range 12 West?

A That's right.

Q@ The Wyper Ho. 2, located in thersouthwest, southeast of
Section 29, 30 North, 12 West?

A That's right.

Q@ And did you previously operate the Copp No. 1 in the
southwest northwest of 29, 30 North, 12 West?

A Thatts correct.
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What is the monthly capacity of those wells?

> o

At the present time?

O

At the present tine.
53

A Well, at the present time, three of them -- two of them
are dead and one is producing and one is plugged.

Q The Wyper lic. 2 is producing?

A Thatts correct.

Q@ What is it capable of making?

& Well, last month during tane periocd that we ﬁere allowed
to produce, before we went over our allowable, it made two million,
six hundred.

¢, And thatts wide open flow?

A Thatts right.

€ Now, you say three of these wells are not now producing.
Tell us about the Copp No. 1, if you will, please.

A Well, it was -- we were over-produced, and under that
acreage we have just forty acres and we had to shut it in and it wds
shut in for six or eight months and those old wells naturally make
a zuall amount of water, and if you are not producing them more or
lass steadily, they just go to water. ]
Q After that well was shut in, did you try to start it again?
A Thatts right, tried to start it, put a rig over it, but

we could see -~ under the present setup we could see it was not

econonically feasible and we were putting too much money in it, so

we Just plugged it. -

4=
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Q What is the situation with regard to the Brown Ho. 1 and
No. 27

A They have a potential of being good wells. If we can -
get a little relief, we would like to go back in and work them
over and put them on the line and try to realize the cost of our
investment.

¢ Is it the normal course of event in producing these
four wells to run them wide open and over-produce them for a period
of time?

4 That's right.

Q@ And then they shut them in?

A Thatts right.

Q@ If this agpplication is granted and you are given an acre+4
age attribution factor of one, do you plan to go back in and work
the Brown Ho. 1 and 27%

A That 1s rignt.

o]

Can you do it wWith an acreage attribution factor of one-
fourth?
A It is not possible at all.

~

Q These wells -- were all these wells drilled prior to
June 22nd, 19487

A They were.

Q@ When were toney drilled? Just :the year?

A 146 and 7.

MR. VERITY: Tnat's all.
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MR. UTZ: Are there‘questions of Mr. Stearns?
Mil. BUEBLL: Yes, I have one, Mr. Examiner.
CROSS EXAMINATION
3Y MR. BUELL:

Q@ Mr. Stearns, I am Guy Buell with the Pan American Petro-
leum Corporation. What would you say lifting costs ran your
partnership on the gas wells a montn, per well, per month?

A I would say the shape those wells are in that it would
prooably cost you at least twenty-five, thirty dollars apiece a
month. They have to be blown regularly.

MR., BUELL: Thatts all, ir. Zxaminer.
MR. VERITY: One more question.. ..
REDIRECT EXAMINATION
BY MR. VeERITY:

Q You are not calculating any workover?

A Absolutely not. That is just barely, as you say, liftiqg
cost, no remedial work.

Q@ If because of allowable, you have to shut them in, you
have to go back in and work them over?

A Thatt's right.

Q And that would be in addition?

A That!s right.

MR. BUBLL: One more question, Mr. Stearns.
RECROSS EXAMINATION

BY iR. BUELL:
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¢ This might help us or 2 later witness might be able ©o
tell us or you might. Could you give us the latest deliverabilitiles
you have in this well in question, tne latest deliverabllity testgq,
or will another witness have that?

A We can get it out of the proration schedule.

@ Would you mind stating it for the record?

MR. VERITY: We will when we call our other witness.
MR. UTZ: Are there any other gquestions of Mr. Stearns?
QUESTIONS BY MR. COOLEY:

Q Mr. Stearns, are you testifying to the fact that the
allowable will result in premature abandonment 1in the wells to
which you refer? A Thatt's right.

Q@ Are you testifying as to what amount of allowable has tg
be assigned to these wells to avoid this premature abandonment?

A Would you state that again, please, sir?

¢ What amount of additional allowable is necesgsary to be
assigned to these wells to avoid premature abgndonment?

A I would say as longvas they are acreage factor of one.

Q Why do you feel that that is the key figure?

A TFor the simple reason that even with all they would mak4,
it's not too much. To get your money back from a fair rate of
interest, it is nip and tuck whether we can do that now. We hate
to leave the gas thaf is remaining in the ground, we hate to walk
away and leave 1t, but as the present setup 1s, that's about all

we can do.

. - .
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Q@ Do you feel that the assignment of anything less than
the allowable of acreage factor of one to these wells would be
sufficient to prevent premature abandonment thereof?

A No, sir. They are so small that the difference between
wide open and 50 percent is so small we need every cent we caﬁ get.,

Q By small, you mean the deliverabllities of the well?

A Thatt's right. They are marginal wells.

Q Do you féel that there 1s sufficient differences in the
producing capacities of these wells, one would be sufficient
for others, and half would Be sufficient for another?

A No. I think if we could get a full allowable that we
would go in there and work over tnose wells aqd try to put them
back on the line and, as I said, realize our investment.

Q Are the potentials approximately the same on all of thege
wells?

A Well, I wonder if we could Just skip that to Mr. Greer.
de has that information. I really don't know.

Ii. COOLEY: Will you testify in substance, Mr. Greer?

MR. GREER: Yes.

MRr. COOQLEY: Thatts gll the questions I have.
QUESTIONS BY MR. UTZ:

Q@ Mr. Stearns, can you tell me what it cost you per well.
to operate these wells over the past two or three yesars?

A Well, the past year and a half it has been nothing for

the simple reason that the wells were not producing regularly and
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went to water.

@ They have been cshut in all the time?

A That!s right. With the exception of the Wyper Well,.
these other wells will have to be worked over before they can be
put on the line. The Wyper Well has been producing and is produc-
ing.

L Can you tell me what it cost you per well to operate
these wells during the period uwhen they were producing?

A Well, we had a man blow them, and then if you figure thi
it is eight blowoffs that we had put in there, I would say it woul
cost us about twenty-five dollars a month to have those wells bloy

@ Does that include any workovers?

A No.

Q How much would the workover cost on these wells, approxj
mately?

A Well, the workover on the last well that we plugged, be-
cause we could see no relief, it cost us approximately twenty-one
hundred dollars.

Q@ And fhat would be in addition to your, say thirty dollax
a montn that it costs you to operate them?

A That!'s right.

@ And how often do you feel that these wells might have td
be worked over?

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

one over untlil this proration come along and they were shut in.

1T,

o
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We have neverrbeen in any of them, so they evidently were in fair
shape.

¢ Your twenty-one hundred dollars would be spread over
twelve years?

A Twenty-one hundred dollars was just spent in the last
year. You could call it over twelve years, as far asgs we spent on
the well.

G Do you know how much allowable you would receive for thi
group of wells with an acreage factor of one?

A Well, on two of them we have li0. Now, that?s a quarter,
and on two of them we have 50 percent; just double that and four
times the other one.

Q You don't have any idea of what the actual figure would

A The other witness can give you that.

Q Mr. Stearns, these wells you refer to, have they paid
themselves out? |

A No, sir, not as a group they have not.

Q@ How close to it have they come?

A T would say we've paid out about 80 percent.

G o0 percent.‘ Do you have any idea of the value of the
equipment that you have on these wells?

A Yes, sir. We drilled seven wells, and they cost us one
hundred six thousand.

¢ And that is 80 percent paid for?
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A That's correct.
MR. UTZ: Are there any other questions of the witness?
MR. VERITY: I have another question.
REDIRECT ZXAMINATION
BY MR. VERITY:

Q@ IMr. Stearns, you testified it cost you twenty-one hundrg
dollars to work over a well. iow, you said you only worked that
particular well you were referring to one time, 'and that it had
been on production for twelve years?

A Thatts ridht.

Q You wouldn!t spend that twenty-one hundred dollars over
the twelve years, would you, because you don't need to work a well
over until it becomes marginal? A That's right.

Q@ Then, it would be spread back to the time when the well
became marginal, -- A Thatt!s right.

Q == and also limit it back to the time when the proratior
order became stringent? A Thatts right.

Q How long a period is that? A A year and a half.

Q@ A year and a half instead of twelve years?

A That!'s right. We didn't spend a penny on it the first
twelve years.

Q@ Now, is the acreage factor -~

A Isald twelve years. It would be ten years, %46 to 156,
about ten years.

Q If the acreage attribution factor remains where it is

3
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now, a quarter on these wells and half on one of them, I guess,
how often would you have to work them over in order to keep them
producing?

A Well, we have one producing now, and if it stays the samg
as 1t is, thatt's the way it will be.

¢ If you worked the wells youlve got there that are pre-~
sently shut in, if you work them over and put them back on the ling
how long would it be subsequent to that until you will have to worJ
them over again?

A Well, if the gas would keep producing from a well, it
ought to last a long time.

Q Well, if you overprocduced, which it is the normal course
of event, and they shut you in, then will you have to work it overi

A No, for the simple reason that we are not going to work
it over until we get that factor change.

MR, VERITY: That!'s all.
RECROSS EXAMINATION

pY MR. BUzLL:

Q Mr. Stearns, did I understand you correctly to say that
these wells produced for ten or twelve years?

A Thatts right.

And about six or seven of those years would be prior to

o

any kind of proration restriction, wouldntt 1it?
A That would be right.

Q And did I understand you correctly to say that they were

s
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00 percent paid for?
A Thatts rignt. Those records can be produced.
MR. BUELL: Thatt's all.
QUESTIONS BY MR. UTZ:

Q@ Mr. Stearns, there was a period during the past, well,
since the proration where low acreage proration wells received a
breaking point allowable, duriﬁg the period that we haﬂ& a break-
ing point in our proration formula, and those wells of low acreags
were assigned such a breaking point allowable. Do you recall?

A Ho, I sure dont't.

Q@ Has the allowable at any time during the proration been
sufficient for you to operate these wells with a reasonable pro-
fit? A No.

IR. UI'Z: Are there any other questions of the witness?
The witness may be excused.

(Witness excused)
ROBERT L. MADDOX,
called as a witness, having been first duly sworn on oath, testi-
fied as follows:
DIRECT EXAMINATION
BY MR. VERITY:
Q State your name, Mr. Maddox.

A Robert L. Maddox.

O

Mr. Maddox, are you a partner in MSBW Company?

A I anm.
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Q

southwest quarter of the southwest quarter of 28, 30 North, 12

West?

€

southwest of Section 28, 30 Korth, 12 West?

A It does.

Q@ And the Palmer No. 1 in the southwest of the southeast
26, 30 North, 12 West? A 2872

Q Section 28?2 A Yes.

@ And you -~ other than these, are you operating any othen
wells in the Pilctured Cliffs formation in San Juan County, --

A I operate --

Q =- which is on an acreage unit of less than 16072

A Well, one, the Hordgets lio. 2.

Q@ Do you know the location of that?

A That's in the northwest quarter of the southwest quarter

of Section 33, Township 30 horth, Range 12 West.

Q
that you

A

&

=

>0

&

Does that company operate the McCarty Ho. 1 Well in the

A It does.

Does 1t operate the Montano No. 1 in the southeast of thle

Do you know when these wells were drilled, all of them
have‘mentioned, including the Herdgsts No. 27

Drilled in 19L6.

And the others that I named?

Yes. |

When were they drilled?

They were drilled in *47 and early in '43.

Were they drilled -~ were they all drilled prior to June
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22nd, 19467
A I don't think the McCarty No. 1 was complete at that tin

Q Was it started prior to that?

e

It was started, yes.

¢ Liow, do all of these wells have water in the formation?

A Yes, more or less.

Q Is it routine for the gas company to overproduce them
and then snut them in? A Yes.

Q Do you have difficulty in starting these wells up after
they have been shut in?

A Well, we have difficulty with a lobt of water welve got
to take out, and the recent deliverability tests on Hardeys No, ]
we were 8ix days getting water out.of the well.

Q@ After it had been shut in? A Yes.,

MR. VERITY: Thatt's all.
MR. BUELL: One question.
CROSS EXAMINATION
B8Y FR. BUELL:
Q Mr. IMaddox, deo.. you experience about the same lifting

coszts as testified by Mr. Stearns, about twenty-five dollars a

month?
A Yes.
MR, BUzZLL: Thatts all.
QUESTIONS BY MR. COOLEY:

A M¥r. lMaddox, would that be your total expenses in regard

16 «

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-6691




18

to those wells, twonty~five dollars?

4 HNo. I've had maintenance costs in addition to that.
¢, What would those amount to, averaged out per well?

A Well, I don't know. I have had to buy about three new
sipnoning lines,and about each time it cost me around a thousand
dollars a well. And I think I've renewed the sipnon lines in
three wells.

¢ Three of nine?

& Three of five wells.
& Three of five? A Yes.
Q@ You refired siphon lines? A Yes,

@ Are there any other operating or maintenance expenses
which you've encountered in operating these wells or would en-
counter were you to resume operation of those wells?

A Well, I'm operating those wells now.

Q@ You are operating all five of your wells?

A Yes. And wnhnen they are open on the line -- but fronm
1947, and Mr. Verity there has the figure, I think I had a gross o
around six thousand dollars, wasntt it, for the five wells? So
wnen you figure that you are not getting any more out of wells,
yould better put your money into something else besides the gas
well.

@ But your income during,wnat period was --

A 1947. |

. That was prior to prorationing, wasnt't 1it?
=Y
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A 1957. My gross was seventy thousand, nine hundred dol-
lars and eighty cents, ny operation expenses were fourteen hundre
and forty-one dollars and three cents; left a balance of six thou
sand, four hundred and sixty-four dollars and seventy-seven cents
The tax pald was five hundred and fifty~-three dollars and forty
cents. Lett's see, I got an item of nine nundred forty-two, I
havent!t got it set down; left me a net of four thousand, ning
hundréd sixty-nine dollars for the year, approximately a thousand
dollars per well.

~

% You did not feel that this is sufficient income over

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

A Well, we have about one hundred fifteen thousand dollar
invested in those wells, and I could have taken that money and
put it in a safe rate of interest.

Q Yes, sir, but the money is already spent on these wells
and my question is, wnat would be necessary =~ what anount of
allowable would be necessary to make the operation of those wells
attracvive enough that you dontt plug and abandon them? What
amount of income?

A I would say we would have to have a factor of one on
all of them, and I don't think they should be dhut in at any time
cause that endangers the well.

@ Do you experience the same difficulty when you shut in

your wells that they load up? A TYes.

1 4

be-
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Q And then it 1s necessary to swab them or work them ovep

A I do. Of course, if we are producing them all the time
we can set that in the meter and keep the wells drilled up.
@ Do you have any estimate of what allowable would be as-
signed to your wells if =-- will Mr. Greer testify?
MR. VERITY: Thatts correcte.

Q Can you tell me, iir. Maddox, what return, net return

per well you feel you should have to warrant the operation of youp

five wells?

A

A Well, I think at least,for the five wells I should have
at least a grosﬂs of twelve thousand dollars a year. /7/&&‘
Q A gross of twelve thousand a year?
A Yes. And I could eventuglly come out.
Q What do you mean, "Eventually come out?"
A Well, recover the cost that is invested in them.
¢ Again, kr. Maddox, I would like to limit the inquiry

as to what income would be necessary over and above your operatin

U4

expenses to warranit the operation of these wells youtve already
got your money invested in and you cantt get it out?

A Well, I just dont't know exactly what you mean.

g Well, disregard your initial expense 1in drilling the
wells, and tell me what net income over and above operating ex-
penses; consildering only your operating and maintenance expenses,
not the initial cost of drilling the well and tell me what figurek

in dollars and cents you feel would be =-- would warrant the con-
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tinued operation of your wells?

A Well, I know thls, I can't operate them, and the way
I feel about it now, the operatlon in 1957, where we were only
bringing one thousand dollars per well, why with any major over=-
hall, I think I would abandon the well.

& You would have to abandon the well?

A Yese

Q tow, 2 thousand, in your opinion, is insufficient?

A Yese.

¢ Wnat figure would afford you sufficient pad there to
continue to operate it, if one needs working over to Go so?

A In order %o recover my original investment?

Q Please coasider ~=-

A You haven't niade any profit until you get it back.

2 I realize that, but please congider it as being total
loss, as painful as it may be, and compare the necessary income
with the necegsary expenses and operation and maintenance of thae
wells, please. |

A Viell, I think it snould have at least twenty-five hun-
dred dollars per well per year.
¢ Just take into contemplation the evenﬁualities of nec~

v

essary workovers and replacement of equipment today,operating ex-

o

penses.

A I feel justified in spending a2 thousand dollars to mains

tain a well.
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¢ That's the question I wanfted answered.
A Yes.

Q@ How much allowable per well per year would result in
that gross of twenty-five hundred per well?

A Well, the gross is ten cents per thousand, so to get

twenty-five hundred per year, why wnat does that figure out, twenty=-

Q Twenty-five million MCF? A Yes.
Q Per year? A  Per year.

Q Twenty-five million cubic feet?

A Yes. All those wells wouldntt produce that, but there age

two of them that would produce more than that. And on an average
of the five wells, why, if T could come out with that average for
all of them, I could eventually come out and maintain the well, bve
Justified in maintaining the well.

IR, COOLEY: Thank you, sir.
QUESTIONS BY MR. UTZ:

¢ lir. Maddox.have the five wells in question that you are
testifying to paid themselves out yet?

.A Just about.

Q Do you know what the value of the equipment that you havs
in the ground or the salvage value of the equipment, if you would
plug tne wells, would be?

A I think that would be about absorbed with the cost, irf

not less than the cost.
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Just about pay at avandomment?

L

A You'll be lucky if' the salvage paid for the plugging of
the well,

Q You actually consider tvhat you dontt have any investnan
in the wells at all?

A Itve got it in there, but I can't get it out.

Q Ffom The standpoint of what you have now?

A Yes.

Q@ So any profit you make above actual operating expenses

is a profit, so to speak?
i .CROSS EXAMIW TION (Comttd) .

Q@ I want to be sure I understand Mr. Maddox: Did I under~
stand you Yo say that your wells were practically paid out?
A+ They are right close to it. The last time I figured it
out I was avout to get into the black.
Q@ Then you have almost gotten your nioney out of your wells
A Yes.
@ And in 1957 you made a net profit after taxes of five
thousand dollars on these wellg?
A Yes.
MR. BUELL: Thatts all.
MR. UTZ: Any other questions of the witness? If not,

the witness may be excused.

~J
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(Witness excused)
ALBERT A. GREER,

called as a witness, having been first duly sworn on oath, testi-

ied as follows:

Hy

DIRECT EXAIINATION

BY FR. VERITY

G Will you state your name, please?

A& Albert A. Greer.

O

Mr. Greer, are you a graduate geologist?

A Graduate petroleum engineer.

€ i1ave you tvestified as a petroleum engineer before the
Commisaion heretofore? A Yes, I have.

Q& Are you familiar with the A. A. Greer Ho. 1 Thompson Wel
located in the southeast quarter of the southwest quarter of Sec-
tion 10, 30 uorth, 11 West?

A Yes, I an.

Do you know when that well was drilled?

O

A The well was completed in September of 19L1.

Is it located on LO~acres?

&

4L It is located on [C-acres.
Now, will you tell us, please, or you have there, I be-
lieve, the proration sheet, do you?

A Yes, I have.

Q What 1s the allowable ~- what is the current allowable

for the A. A. Greer Thompson ko. 17
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A The allowable for tThe month of April was tiaree hundred
elgnty-five thousand feet of gas. For tne month.

& In terms of dollars, what does that relate itself to
for a umontn?
2
u

A Thatts about thirty-eignt dollars a monti. gross, and

after royalty and taxes would be about, oh, about twenty-five to
¢ What is it,for.the brown wo. 1, tnat is, the BiKS 3roun
z’-k. I T.}

s considered a marginal well, allowed to produce all

<

t,.Jo

it can produce, which is nothing, because it is dead.

3 Well, if it was reestadlighed to production and was

brougnt bacx, then it would nhave an allowable, would it not

3

A Tnat is correct.

. Provably it would be something comparable to the Grecr

N

Thormpson io. 17

A Yell, I dontt have that figure. I believe iir. Stearns
saida what e thougnt the well would make.

) Around two million feet open flow?

A 1 belleve it was apout two million. I cdontty recall,

¢ Well, at a two million open flow, that would give 1t an

21

allowaoie close to wnat this Thompson lio. 1 ls, wouldn't it, --

A Well, --
%, == approximately? A Approximately.

Q@ What about the Brown Lo. 2, is 1t in tne same category?
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dred elgniy-two thousand.

A

The Brown lio. 2 has an allowaole for April of four hun-

produce 1u, of course.

tiey are shut in, the well is liable to

=

<t
L\l

A

O

o>

a
]

=

The Copp Wo. 1, I believe, nas been shut in and abandond

That?s correct.

What about thae Wyper ko. 2%

T:ie Wyper Ho. 2 had an allowable of eleven l.undred sever

Wnat about the Krouse -~ George H. Krouse Beclk HNo. 17

Allowable two hundred {ifty-nine iICF.

The MSBW iicCarty iio. 17

iline nundred

twenty-eignt ILiCF.

The Montano Hoe 19

Tairteen nundred ninety-six ICF.

The Palmer o

One willion,

1

-0

eight hundred elgnty thaousand.

And the ilordget!s io. 27

I dontt have

Is the situation with all of these wells suenh that if

PRI
GIl3 T e

o dead?

da

That possibility exists, yes.

And then is 1t alsc customary

ey

e

marginal wells like this, to overnroduce them for a period and

snud

then in?

A

Thatts true,

gecaucse thneir allowavle is so low thas

The well, however, 1s dead and cantt

n this area for these

+.9
vilel

e
F

d
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1

1ey are produced for as long as one nmonti, it means that they arg
overproduced for several montis.

ind taen when you -- they must be shut in for tnat
several months! period?

A Thatts correct.

2 And then wanen they endeavor to reestablish thnern, you hay

4 Sometimes you have a problem because tney are loaded up

% Do you know wWnat 1T cosTs vo operate one of these wells
when they reach the marginal point that these wells have?

A 1It'd say that on an average, from our experience in tue

area, that the field operating cost would approximate thirty

dollars a monih. You 1ave a 1little overhead costs, paper work and

such as that. Pos31oly en dollars a month. These figures were
per weil. That's whav I would consider direct operating expences,

£, That doesnt't make any allowance for any workover &to re-

A Thatts correcve.

'J
Q
ks

% Does the cost of ikeeplng one on production increase, tha
longer the well produces?

A Thatts true. What a man 1s faced with, if his well is
logzged off{, is a woriiover job which can run all the way from {ivg

hundred to two thousand dollars; you night say an average of a

thousand dollars, and at the time that Uthe operator has to make

e
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fhe decision as to wnether he is going to plug that well or try

to continue producing it, is whether he can go in and spend thaty

-

say unousand dollars and recover that thousand dollars in a reakonp-

able length of time. iow, just what a reasonable length of tim

opinion is that if you have a well that is dead and needs to be
worked over and is in this marginal status and it will not pay

on a werkover may vary fron person to person. Iy own personal i
- 1 2 = 2 y) 3 EN 1 ‘
out its workxover cost in say, twenty months, that you have then K

-~ P s o R - - H
reached the point at which you need to abandon the well. Iow, thé

cost that you need to consider there 1s your direct operating ex-
pense, uhich I would estlmate about forty dollars a well a month,
the interest on tihe value of the salvage, if there is any, which
on sorie of the wells there is, I believe sore of the wells you
can salvage casing that will approximate two thousand dollars net
recovery out of the salvage operation. At 6 percent interest, tha
two thiousand dollars is-one hundred twenty dollars a year, or an-
other tven dollars a month. So we are looking at fifty dollars
a mouuh plus a return of the cost of the workover which we will

say is,a thousand dollars over ten months ig another fifty dollari
s

a month. In other words, one of these operators has a well that
is logged off, hets got to see something like a hundred dollars,
i
a nmonth net after royalty and taxes before he can go in and workj
that well over, otherwise,the prudent and practical and economic

or 1im to do is to plug the well and, of course, thereby

[

thing

lose gas that might otherwise be recovered; certainly gas recovel
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able to hin.

~

@& And that doesn!'t make any consideration, does it, for

(=0

the fact that if it is going ©to be overproduced and has to be

shut in fo

3

a period that he is liable To repeat the workover?

o

t. Some of the wells have difficulty

1

hatt!s righ

A
!

[
e

n
loading up witnh water, and those particular wells, if you shut

them in for six or eignht months at a time, 1t 1g possible that
eacn time that you go to open those wells up and produce them
agaln, tvhat you may have trouble.
MR. VERITY: I believe thatls all.
M. Ur42: The hearing will be recessed until one~fifteel
(Recess)
MR. UrZ: The hearing will come to order, please. Are
there any questions of the witness?
Re VERITY: Your Honor, I have another question of
this witness.
DIRECT EXAMIWATION (CONT®D)
Q Mr. Greer, are you familiar 1in a general way with the
MSBW Cospany wells up there'. -=-
A Yes, 1 aum.
¢ =~ that we talked about here earlier?
A Yes.

-

Q HNow, those wells have not as yet undergone stoppage of
flow of gas as the BMiS Company Lo. 1, Ho. 2 and the Copp lio. l.

Do yaunave an opinion as to whether or not they will reach that
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point?

A Part of the MSBW wells are better wells than the BLWS
Company wells. However, their capacity to produce is declining
every year, and it is just, of course, a question of time until
the M33W wells will be in the same critical gtate that the BIMKS
Company wells now find themselves in.

¢ In other words, then, the BMNS wells, three out of four
of them are actually shut in and they have to have workover in
order to bring them back up?

A Thatts correct.

@ And the others are facing the same situation if they
dontt have some kind of relief that will allow them to produce at
such a rate that they wouldnt't have to be shut in?

A Thatts correct.

MR. VERITY: That's all.
MR, UTZ2: Are there questions of the witness?
MR. BUELL: I have some, Mr. Examiner.
CROSS EXAMINATION
BY MR. BUEBLL:

G Mr. Greer, as a matter of fact, it is just a matter of
time until every well in that field stops producing gas, isntt it?

A That's true. The thing that we are asking for is relief]
for wells that have the ability to produce at this time but are
restricted because of proration. Once the wells reach the point

that they cantt produce, then that is a different question.
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Q So your testimony with respect to the MSBW wells could

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

couldntt it? : —
A TNo. What we are talking about was the HS3W wells that

in the course of, say a year or two, they will have the abllity t4

produce, say a aundred and fifty dollars a well a month, but may

=h

be restricted because of proration to thirty-five or forty dollarg

a well a month. That is the suostance of our complaint. /]
Q@ Mr. Greer, can you agree with me that the purpose of
an allocation formula in a pool is to afford each operator an op-

portunity to produce a: proportionate share of gas or other hydro-

carbon?---
A That 1s true. I certainly do.
@ With. - respect to the allocation formﬁla in the Fulchen
Kutz Pool and the allocation formula on your Thompson Well in Aztede.--
A Yes.
Q@ =- do you feel that those allocation formulas serve the
purpose they were designed for? |
MR, VERITY: Just a minute, please. We object to that
because we are not 1in this application attacking the validity of
the allocation order.. Our contention is that 1% does not make ap-
plication to these particular wells, and therefore, we dontt thin}
that a proper question.
Fle BUELL: If I may be heard, !Mr. Examiner, what they

are asking ror is an exception to the allocation formula. They
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want to place themselves outside the allocation fermula, and if
he allocation formula serves the purpose for which it was designgd
and they ootain an exception to it which will result in a bonus t¢

them, it certalnly is ing to give them more than their fair share

0j0]
o]

1

of the gas in place. If this formula is serving the purpose for
wnich it was designed, I think it a fair gquestion.
MR, VERITY: We withdraw the objection, ¥Your nhonor.
MR. UTZ: You may proceed.
MR. COOLEY: Do you understand tine question?
A Yes, I understand it. We spent many hours, weeks, months
and period of years talking about that formula before. I know

xactly wint he is talking avout and would be really pleased to

)

-

give you ny thought on it. I believe that that allocation formula
as it applies to most of the wells in the pool is about as close
as we can get for a practical allocation formula. I think we all

rjpossible Go exactly give to eaca well the amounty

N
]
O
=
(=
:.‘) !
0
i
[N
(o
l‘
th
e

of gas for it to ultimately produce that exists under its tract.

ct

ne besv we could with tnat allocation formula, and for thé

L)
[
ct
43}

mnost part it pretty well, out when you get to the point as
well as decline that a man has to plug his well and is, therefore

denled viie rigat o recovery. the gas that is then left under his

tract at tnat point an your allocation formula ceases to perforn

[o3

tne Jjoo it was designed to do, and as such, I believe that wells

WA

s

cih qualify under tnat exception sinould be given an exception t¢

the allocation formula and, in fact, withdraw from it.
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¢ (3y mr. 3uell) Lz, Creer, as a watter of fach, if every
well wanose allowable was reduced due to the allocation formula,
such as thls group of wells you have, were granted exceptions to

the allocatvion formula, your alilocation formula would be meaning-

egs, wouliantt ig?

(==

L And it chould ve neaningless when the wells finally
reacn tae point that they are just barely paying off operating
coste We wreacned the point tvhere a man 1s not allowed to producs
the zas tnatv is under his track® because he has to plug the well.

The well has a capacity to produce, but the Commission denies nin

to take that gas out from under his land.

cl

the rih

€ Maybe we can get at 1t thals way, Mr. Greer. Asswie for
the purnose of thils question that thils allocation formula in tiiesd
two pools, a formula wnich you recommended many times, serves the

5

purpose for which it was designed. I you are zranted an exceptidn

+

to taat allocation formula, some of the gas that you are going to
produce as a result of Taat exception is going to come from a traJt
ovher than a tract wpon wialcn the well is located, isntt 1t?

t £its exactly.

=

A IT
With the assumption that I asked you to make?

A Tes, 8ire. But, of course, you made an asswaption that
is Jjust not quite true.

L l.ether you agree -- if you agree with the assumption,

lire Creer, I wouldn?'t nave to make it. That is the reason we iade

cf

the asswiption. That would be the case under that asswiption.
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& Just a minute. Let we answer it. It doeshtt quite
apply, to tnis extent. The man has to pluz nizs well and he cantt

ntt

{2

produce tne gas that 1s aliocated to him, so it just doe

MR, VerITY: Just & minute. Your Honor, wuwe object to
the question pecause he ls assuming a state of facts that is not
in evidence and which cdoesn't exist. Therefore, the nypothnetical
question 1s improper.

Ea

iol. BURLL: Ir. Sxaminer, that is the first time in all

riy experience that I have ever heard of objection %® a hypotheticqdl

question to an expert witness, which lMr. Greer certainly is. I
thini. I am certaeinly willling to go on to something else, Ir.
mxaminer.

M. UlZ: Do you want a rulinz on that? The objection
o & -]

[

is overruled. If he states a nhypotnetical question, he can adjusi

2l case. L

Q

hils ansuer to the nypotnetl
¢ (B8y lr. Buell) ‘Mhich I have and I believe you have
aiswereds
A T will give you the hypothetical answer, that: . If a majy
% o, nine was a hypothetical question. ”
A I7 a man could economically produce thet gas that is asd
cigred ©o nim, then he 1s oeing done justice. As 1t is, ne can't

produce iv, he nas zot to plus nls well and, therefore, an injus-

)

tice 1s done. Tue zas is left 1n the sround and the formula doed

nov perform wnat it was intended to periormn.

3
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% Dut if he continues To produce his well, complete equal-

A Well, you said something that 1s impossivle.

-
]

e Greer, let me ask you wnetaer ar not in your opinioi
anc I want to ask you To assume sometvhing else for thie purpose of
this question. Let's assume that sll of these wells requested
nere today are plugged anc abandoned tomorrow. In your opinlon,
will there ve any significantly less ultimate recovery of gas fro:
this pool?

A Yes, sir, there could be, especialTW in tne area in

whicn tne BINS and MNS3W wells are located for this reason. They
are on the end of a long narrow pool. If all these wells ar
plugzed, then the only possibility of recovering that zas is, of
course, irom ovher wells oan other tracts, wnich, of course, weré
not entitled to the gas in the first place. 3ubt if they could
recover, of course, there would be a 1little additional nas re-
covered Ifrom thnese tracts, ovut very definitely not as much gas as

can be recovered by these particular wells for the reason that we

are reaching too long a range; we are talking about mayve two or
tnree miles at wanlch the gas would have to travel.

¢ These wells are in a comnon pool with other wells, are

of tne pool, and you are going to have avandoned not just a few

wells with producing wells around them, dbut a whole end of a pool

a3

A They are so located that they are pretty mucn at the eng

h
"
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Q@ So let me get this clear now, HMr. Greer. Your btestimony
is to the effect thnat 1f these wells were avandoned tomorrow, thewe
would pbe a significant decrease in the ulitimate recovery oi gzas
from thls pool?

A That is correct.

@ You tnink it would ve sgignificant?

A It would be significant insofar as the future production
of thnese wells is concerned; agfar ag the future production of
the wells could ve if 'allowed to produce. You see, we all realizd
there on thne tall end of production there is not an awful lot of
gas lert to get, out there is same, so we are not talking -about a
significant amount of gas in terms of the wnole pool, but as far

as gas walch they could produce in income to the operator, it woul

[oN]

be siznificant.

a)
'-q'

I think I see your point. Actually there is not a sig-
nificant amount of gas there now, but of that amount a significant

amount would be left, is that it, generally?

~

A In the {irst place, we are not talking about a larzge -~

~

& What wells specifically -= we have mentioned a lot of
them ~=- what wells specifically are in your application and the

sub ject matter of this hearing?

A Well, let's see. We Lave listed them. Do you want me
to read them off?

Il

4 Yes, sir, if you would, in the same order you zave them

on your airect, . I tried to follow, you went a little fast.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-6691




37

A We have the Greer No. 1 Thompson in tne Aztec Pool.
Q@ All right, sir.
A In the Fulcher Kutz Pool, I have listed 1, 2, 3, kL, 3,
6, 7 wells. These wells are:for the BMHS Company and No. 2 Brown
Q Right.
A And Lo. 2 Wyper, and for the MSBW Company wells, the o
1 McCarty, lo. 1 Montano, io. 1 Palmer, No. 2‘Hordge's.
& Was that in your application?
MR. VERITY: No,‘it was not in the application. It was
discovered in evidence this rorning.
M. COOLEY: For what purpose was the testimeny: eonsern
this well? |
MR, VERITY: Well, Paragraph L of the application is to
the effect that the application should cover other wells similarl]
situated. These applicants and all individuals or corporations
similarly situated are entitled to an order creating exceptions
to that portion of Order R-565, which plaees upon them an

acreage attribution factor of less than one.

MR. COOLEY: I believe that would be a statement of what

the applicant feels should be, but I don't believe this applica-
tion so requests it. And the terms of the notice, which I drew,
based on the application, T did mot imterpret Paragraph h to re-
quest -~ the prayer of the application te request relief from the
nine wells mentioned; the investment reference was to one in the

Plctured-Cliffs Pool and eight im the Fulcher Kutz.

4

4
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A Ahother well I have listed is the Krouse Beck No. 1.
MR, BUELL: May I say this for Pan American, I was jns{

trying to get that straight in my ewn mind, and if the Commission

is willing, we certainly have no objeoction to considering the No. |2

Hordgets and obliterating the necessity for another hearing.
MR. COOLEY: I am sorry, we can't do that.

A Another well I have listed 1s the Krouse No. 1 Beck, and
the last well that was on the application BMNS Ne. 1 Copp 1s béing
plugged and abandoned. Those are the wells.

Q@ (By ¥r. Buell) That Copp Well is plugged and abandoned,
8 it not, Mr. Greer?

A Thatt's correct.

& So actually, it is rather meaningless in this hearing, i
it not?

A There is no allocation asked for that well.

Q Are you still asking for an exception even if it was

plugged and abandoned?

A It is a fine example of whatl can happen under the form-
ula.

Q The Brown No. 1, I believe wher you testified, you said
it vas marginal, which meant that it has preduwced all it eould

produce?

A T dontt know exaetly the atatus, other than the well hag

been dead, and I assumed that was the reason it hadntt produced faor

several months, and T assumed that was the reason why it has not
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been prorated.

Q@ Then you don'!t know that actually it was a -- whether
or not it was a marginal well when it was producing?

A Well, marginal well under the terms of the Commissionts
order,'I don!'t knowe.

& WwWell, if it was 80 classified, it can produce oil -~ it
can produce, can't it?

A If it was so classified.

Q@ So actually, ¥ou déntt need an exception to that.

4 I believe here we have the facts, we can quit guessing
about it: For the month of January, 1955 it produced thirty-one
days, produced two million six hundred and seven thousand cubic
féet of gas. Now, if it were given an allowable with the current
deliverability test,. it would undoubfedly have an ille'dbl;if
similer to the No. 2 Brown or less, which means that it would be
allowed to produce approximately a fourth or a fifth of what it
has a capacity to produce.

Q Is 1t your testimony now, that based on data that you
just examined that tnis well is not and was not a marginal classis
fied well?

A Well, the current allocation schedule for the month of
April, as I examined it, didn't show an allowable for this well.
We can estimate what it would have been, and it would have been
piorated to one-fourth of what it could have produced, and for

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

s
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granted to.

Q@ Mr. Greer, have you calculated the allowable which you
would expect for these individual wells, assuming that the Com-
mission grants your request?

A Yes, sir.

I

< Start with your Ne. 1 Thempson.

A Ho. 1 Thompson was around thirty-one hundred thousand
for the month of April, and if our application is granted, it
would recelve four times that, which would be approximately nine
hundred seventy thousand cublc feet of gas for the month. The
BNES ~-

Ml. UT'Z: Recheck that slide rule again.

A Thank you. It would be around one thousand, five hundr
and forty MCF.

¢ What would pe on a daily basis assuming it is a thirty-
day rontn?

A Approximately its deliverability about fifty thousand
feet a day, forty-seven thousand.
¢ Fifty MCF per day?

A Right at fifty MCF a day, and its deliverability -~ we
might as well talk about it now -- is forty-seven thousand. It
would be producing, it wouldn't quit producing its allowable, it
would be a marginal well.

@ BMNS Company No. =--

MR. COOLEY: Give us that deliverability figure again,

Bd
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please.

A The one I read from the schedule is forty-seven thousan
QUESTIONS BY MR. UTZ:

Q Thatt's for the Mompson No. 17

A Thompson No. 1, yes. BMNS Company No. 2 Brown, I show
for April allowable, four hundred, eighty-two thousand; it would
be allowed féur times as much, or oné million eight hundred
twenty thousand.

¢ One million, eight nhundred and twenty thousand.-=

A Yes, sir.

& == MCF per montn?

A One million, eignt hundred twenty thiousand cubic feet.

’

&

Winat would that ve on a daily basis, Mr. Greer, please,

&}
[
3
(2]

A Thirty-day month would be sixty-five thousand. The BMN

Company it0. 2.

Q Zxcuse me just a moment. Did you give the deliverabilily

on the Brown No. 17
4 I dontt have it for the Brown No. 1. It wasn't in the
schecule.
MR. UTZ: All right, go aheac.

A  3MuS Company iio. 2  Wyper shows deliverability of one

hundred, forty-eight thousand, an allowable for the month of Aprifl

of eleven seventy~five ICF; 1t would have twice as much gas alloped

to it =-- would be two million, three hundred fifty thousand cubic

- feet for the month, which on a thinrty-day basis would be seventy-
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eignt

and he
maxe
cuoic

tines

feetv fox

thousand cubic feelt a day.

&

e

[\l
]
o]

it.

You said twice as much. Ig that on 30-acre tract?
Yes, sir, J0-acre tract.

M. COOLEY: What is the deliverability on that?

I show one hundred, forty-eight thousanc.

M. COOLEY: Would it make itself allowable?

Yes, sir. It would nave seventy-eight thousand a day

deliverability of one hundred, forty-eicht, so it would

Krouse Wo. 1l 3eck was allowed two hundred, fifty-nine

~-- Two nuac¢red, firty-nine thousand. It would receive four

as mucn, winich woula be one wmillion, fority thousand cubic

el

e wonth and on s talrty

jo))

<

tirousand cublc feet a day,ana it has a deliverability of thirty-

seven tnousand.

want

% All right, sir.

4L  1SBA Company -- you want all these?

& Yes, sir, please, 17 1T isn't too much trouble. I dm
To araz 1t out, out I went to make some comparisons.

-

+83W Company Wo. 1 licCarty was allowed nine hundred

tuwenty~elgnt thousand. It would get Just twice as mucnh, wihich

would pe eignteen hundred, [ifty-six thousand, which on a thirty-

gay ovaslc would be sixty-two thousand

- -

cubic feet a day and has a

capacity to produce omne nhundred five.

would

No.

1 lontano was allowed tvalrteen ninetv-six MOF. It

oe allowed Two million two hundred thousand, which on a

ay monitn would be thirty-five

'
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thirty-dey basis would be zeventy-Ifour [0F 2 day.
do. 1 Palmer --

3. COOLEY: Whnaotts its deliveraollity?
o what is this next well, Hre. Greer?
A ext one coming up is Palmer; was allowed eizhteen

aundired eisnty 0K for the montn, and that would ve doubled to

()

tnirty-cseven sixty MCF, wiich on a thirty-day basis would be a
nuncred and twenty-five thousand. It has capaclty to produce two
nundred sixty-seven thousand.

Q@ DMr. Greer, actually, as a matter of fact, arent't there
some wells in the Fulclier Kutz Pool that have 1l50-acres assigned
to liem witn compareble sllowsdles and comparavle »Hroblems to the
allovcoles Tiiat your wells have?

A Yo, sir. If they have one hundred sixty acres .. as-
gizned to them and allowable, for instance, of only three hiundred

eishty-five MCF, such as the Greer Ho. 1 Thompson, then its al-

lowabnle would have been reduced because of 1ts lower deliverablli

anc 1t zight not liave the capacity To produce any more gas, wherep

tiiese wells have the ability Lo produce more zas.

- 3

% Les, sir,.

A So there is a difference.

¢ I realize there is a aifference, out my question was
that there are wells assizned one nundred sixty acres with con-

parszole allowables and comparanle proolems from the standpoint of

e
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allowsable is for the west Fulcher Kutz?

water tnat jou mentioned that you are experilencing at this tinme.
FKow, isn't that correct?
A  The problems are not comparavle in that they don't have

the ability to procuce that these wells have, so, therefore, they

are not comparable.

4

& ALl right, sir, we will exclude deliverability.
& Well, therets -- one of the oiggest problems is the
ability to produce.

& Yes, sir, I realize that. 3ut excluding deliverability
there are wells assigned one nhundred sixty acres with comparable
allowapbles and comparable provlems from the standpoint of water

that youlve mentioned?

A Tonose wells, I velieve, produce most of the time. They

3]
-3
(@)

not snut in because they are over procuced. They don't have

tne same proovlems from the standpoint of water production.

% Tuey nave a comparavle allowable, though?

L  But they are not snut in. They are cared for.

I

©. Yes, sir. Actually, you can loox at the April proratio
scnedule and ascertain the fact that they are one nundred sixty

acre wells with allowaonles comparable?

=3

That!s right,

Y

&

Do you hLappen to know what tne average, known average

A I would estimate tuo-tumﬁ;y; ST .

Q Would seventy-eight MNCF per day sound about right?

DEARNLEY - MEIER & ASSOCIATES
GENERAL LLAW REPORTERS
ALBUQUERQUE. NEw MEeXico
Phone CHapel 3-6691 -




LS

3

A I dont't mean two twenty, I mean two million a month.
That sounds about right.

& Let me ask you this, while you are in your proration

scnedule there. Would the average deliverability for nonmarginal

one hundred sixty-acre wells, would about one hundred fifty-four

MCF sound about right?
Mil. VERITY: “What was the =e
& Average deliverability for a nommarginal one hundred
sixty~-acre well,

A That sound aboutv right. For Fulcher Kutz you are talk-

ing about?

m

}

2 BSo, actually, IMr. Greer, if your request is approved
by the Commission -~ for instance, your Brown MNo. 2, what is it,
on forty acres?

A Yes, sir, foriy acres.

¢ The well on forty acres will be producing about sevénty
two or seventy-tnree percent of the allowable assigned to a well

on a nundres and sixty acres, wouldntt it?

A That is correct.

A

% With respect to your Wyper Io. 2,'it is going to be pro
ducing avbout ninety-six percent, almost as much as a well on a
hundred and sixty acres, isntt 1it?

A Thatt!s correct.

& What about your Palmer Iio. 17

>

It would be produced from three million, seven hundred,
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sixty thousand, one hundred twenty-five MCF a day.
Q It will be about one hundred seventy-three percent above
the average of a well on one hundred sixiy acre unit, wouldntt 1t?
A No, I believe seventy-three percent above. |
Q Not one hundred seventy~three percent, you are right,
seventy-three percent, producing seventiy-three percent of the aver-
age allowable on a ome hundred sixty-acre umit?

A Thatts correct.

Q Would you say that the allowable 1n this pool is extremely

senglitive to deliverabllity of a well?

A Well, the allowable 1s the nne as -- three~fourths of
the allowable is based or deliverability.

Q All right, sir. You mentlomed werkovers a let, that you
intend to work some of these wells over. Actually, the primary
objective of a workover weuld be te increase your deliverability,
wouldntt 1t?

-A No, sir, Just to get the water out, to have it logged
off. Thaat 1s the main type of workover that we are speakimg of.

Q You didntt contemplate workover to increase deliver-
ability?

A No, sir. That would cest a let more meney tham what I
talked about.

Q Actually, on an average deliverability basls your wells
compare prettiy favorably at this time, dontt they?

A For the most part, yes. They have the eapacity to
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produce the same as the other wells. They are just denied the

rignt to produce.

Q Because they are assigned a smaller --
A Srialler. That!s correct, too.

Q@ =- to make it complete?

A To make it complete, yes.

Q So, actually, these allowables that wetve compared
with the average -- the allowables as a result, if your reguest

is approved, if, due to these workovers, even though it is not

intentionally, the deliverability of some of those wells, is imprdved

amd = ., the allowaovle figure that you estimated here would incresse,

wouldntt it?

A That's correct.

MR. BUsLL: Thett's all we have, Mr. Examiner.
Mil. UTZ: Are there any other guestions of the witness?
GUESTIONS BY MR. COOLEY:

Q@ Mr. Greer, the operating and 1lifting expenses on all
of tne eight wells, that is, excluding the Copp No. 1, which is
plugged and abandoned, all the wells with the exception of Copp
Noe. 1 are about the same?

A 1%t varies a lot with each operator. Some operators get
by for less than others. Some of the people take care of their
own wells and don't itemize their cost and so they dontt have the
same records as other people that hire all their work done. 3But,

in general, I would say that the cost would be about the same.
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Q@ Here is a span here between the allowables that would

be assigned to these wells, almost three to one, and the Krouse
Beck No. 1, I believe under your calculations would be assigned
a thousand and forty MCF?

A Approximately, yes, sir.

Q@ And the Palmer No. 1 would be assigned three thousand
seven hundred and sixty?

A Yes, sir.

@ Still, the operating cost would be approximately the
same on those two wellsg?

A That is correct.

Q@ In view of this, it must be that the assignment of an
acreage factor one would‘result in assignment of allowables some-
thing in excess of what is necessary to warrant. the operation of
the well, would it not?

A Well, in some cases thatt!s true. I don't believe we
could assign or determlne a formula which would exactly provide
each well, the. . cost of its exact operation.

Q@ What, in your opinion, is the amount of money that wouldl
be necessary to be derived from each of these eight wells to war-
rant keeping them on production yearly, gross income?

A I believe I said earlier that an operator should have
something like a hundred to a hundred and fifteen dollars a month
after taxes and royalty at the time that he is faced with the work-

over to put the well on production, in order to justify the work-
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over rather than plugging the well.

Q That is the precise thing I am trying to get at here.
Now, we have one hundred fifteen dollars a month, plus taxes and
royalty. iow much does that amount to?

A WVell, on an average lease, say with no override, it
would take about a hundred and forty-five dollars a month gross
to provide that income.

Q About one hundred forty-five dollafs a month?

A Yes.

Q@ And multiply that oy twelve and give me a yearly figure
please.

A Well, T guess seventeen hundred forty dollars.

Q@ WNow, can you convert that hundred and forty-five dollan
a month to MCF of gas?

A Yes, sir. Will be approximately a million and a half.

& Approximately a million and a half?

A Yes, sir.

Q And you feel that you can operate these wells and not
be compelled to shuf them in with an allowable of something like
a million and a half?

A That's true. Of course, as you know, the workover pro-
blems vary and it could be that a well would come up for workover
with a more serious Job, or it would cost more,or another one
would cost a little less, but I think on the average that is a

pretty reasonable figure.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-6691




50

Q But under your proposal, six out of the eight would re-
ceive considerapbly in excess of a million and a half,.wouldn't
they?

A Yes, they would. We explored the problem thoroughly
and found it very difficult to arrive at some manner of allocatin
gas to these wells which would serve the purpose. It appeared to
us that this is the best approach from an overall gtandpoint and
that certainly any inequalities resulting would be. no greater tha
those already existing under the established allocation formula
as it applies to nonmarginal wells.

& Iow, that orings us to the next point. In answer to Nr
Buellt's questlion concerning the ethicacy of the existing pro-
ration formula in Aztec~-Pictured Cliffs and Fulcher Kutz Gas Pool
I believe it was your answer that the formula, in your opinion,
breaks down as the wells decline, is that correct?

A It oreaks down when 1t getsto the point that a certain
amount of zas is allocated to a man to produce and yet he cantt
produce 1t because he 1s forced to plug his well and leave the ga
in the ground. At that point it very definitely breaks down.

Q Isn't this breakdown to waich you refer as a result of
the low acreage dedication of these wells rather than the declire
of the wells?

A That is correct. The wells have the ability to produce

4 And it's not the proration formulats fault,if the wells

had the acreage to dedicate to them?

U4
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& If they had the acreage dedicated to them, had they beey

drilled after the establishment of one hundred sixty acres, we
would notv have the problem as to this particular preblem.

¢ You agree, of course, that the formula was designed to
provide the allocation of gas to wells spaced on one hundred sixty
acre acres since that i1s the acreage set up in the pool rules?

A Yes, sir, we talked about it at the time,and there was
consideraole discussion at that time as to making exception to
wells drilled prior to the spacing order, and the final oubcome was
that the Commission decided not to grant exceptions at that time.
Now, we are faced with premature abandornment of these wells, and we
feel we have just a little different picture than at the time that
the proration formula was adopted.

Q Then, Mr. Greer, what you seek is a minimum allowable, is

A Well, sir, we -~ what we seek is to prevent premature
abandonment of the wells, and under the present allocation formula
tney don't get enough gas. And if they were given an allocation
factor of one, they would get enough gas and it appears to us that
tiat would solve tine problem.

MR. COOLEY: Thank you.
MR. UYZ: Are there any other questions of the witness?
MR. BUzLL: I have one nore, lir. Exaniner.

RECROSS EXAMINATIOW

BY MR, BUELL:
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- Fr. Oreer, did you hear Mr. liaddox testify this morning?
Q@ I believe he testified that the five MSBW Company wells
netted, in 1957, five thousand dollars?

A

A I oelieve thatts true.

% Would ybu, as an engineer, recormend to -- or would you,
as an oll man, abandon five wells that were making five thousand
dollars a year?

A No, sir, and I don't believe Ir. Maddox intends to plug
them right away, out he has a little foresight that he can see in
another year or two that iais wells are going to be in the same
snape as lir. Stearns! wells, and he is seeking what i think is
proper relief before tne problem descends on him and he has to
shut down with nothing -- no gas to produce and a decision to make
and possibility of a lease To lose and many very serious problens

that ne is going to be faced witn.

¢ Mr. Greer, as I recall your answer to my question was:that

"

03

going?

you would nov plug nor would you recommend pli
A Lot at this time, vut he is even right now faced with thd
proolen 1if one of those wells soes dead as to whether he can afford
to put it back on production.
Yes, sir. And you also sald that the MSBYW Company!s pro-
blems were anticipatory. Wouldn't you thinx, then, that this re-
quecst at this time is premature?

A Tlo, sir. One of his wells could go dead tomorrow.
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G Shouldn!'t he wait a year or two until he has a problem
and then come to the Commission with 1it?

No, sir. If nis well goss dead tomorrow and it doesn?t

[
el

produce for about sixly days and ne walts on nearings for the Com-
mission and tne land owner cancels nis lease, tnen he has walted
too long.

¢ I am sure you mentioned this in your direct, lMr. Greer,
but let me ask you again, I nlssed 1t. wWhy dontt you all produce
tnese wells every aay?

A Their allowable was so low that it iz almost impossible
or impractical for the pipeline company to take such a small anouni
of gas from the wells and produce them every day, SO ﬁheyvtake a
reasonavle amount of gas whicihh is thelr year'!s allowable in a few
weeks and tnen shut tne wells in.

¢ Ir. Greer, hhow do you reconcile that with jour answer

with respect to the wells on the 150 acres with comparable allow-

ables that tiiey didn't have your problems secause they produced

o

every day if tney have a comparaovle allowavlej if they can do it,
vou can do 1t, couldn't you?

A Sooner or later they are going to have to ve plugged.
liaybe not this month, vul pretty soon they will have to be pluzsed
becauce they simply cannot procduce. They dontt havé any gas taat
tney can produce and get out of the ground. We have cas that we
can get out of the ground if Tthe Commlission will let us do it.

r

€& Meyoe I can get at it this way, IMr. Greer. Is it pnysi-

TT
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cally possible to produce the wells that are the subject matter of
this hearing at their allowable rate on a dally basis? Is it
physically possible? I dont't care what the pipeline does. TIs 1%

b

-

e

l...ﬁ

[
I..Jo

physicaily poss

A It mizht pe physically possiple, but it is so impractical
that I am sure nelther one of the two pipeline companies in the
area would attempt it.

% But it 1s pnysically possible?

A It is -- I'd say it 1s not economically possible.

% And if theﬁ were =0 produced, you would eliminate a lot

of your concern and worries about workovers, would you not?

jon

A o, sir. You would eliminate part of them, dbut you woul
not elininate the fact that you wouldntt have enough money to per-
form tihe workover, if 1t occurred,.

¢ If the well is never shut in and doesn!'t load up with
water, you don't need to work it over so long as it isrproducing
every day, do you, kr. Greer?

A If you can afford to have a man out there to blow out
the water, whnich, of course, sorme of these wells you can't do that
rignT NowW.

M. BUBLL: That's all, Mr. BExaminer.

. ... R-DIRECT EXAMINATION

g lir. Greer, the point is that on these wells there is

producible gas that is going to have to be abandoned under the
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the present situatiom -- A That 1s right.

Q =~~- on the wells; these wells have an acreage factor of
less than 17

A It 1s wnrecoverable, definitely, to the person that owns
the well and may be unmresoverable to the entire pool.

| Q At least some of it is going to be left in the ground and
never recovered? '

A That 1s true.

Q And the man thaits got the acreage factor of 1, by the
time his well goes dead, if means that there is no gas that can be
produced from the formation? A That is trwe.

Q 8o we aetually'hafe an entirely different sitwmation with
regard to applicabllity ef the formulas on this well, what yeu do
with 160 acrea?

A Thatts true. When 160 acres reaches the point that it
is uneconomlec to produce it, it just hasntt got the ability to pro-
duce the gas that l1s under ground, so there is no more recoverable
gas.

Q And at the time these people drill these wells, they cer-
tainly'had.a right to assume that they were going to be allowed to
produce at such a rate that they could get their gas out of the
ground? A That is true.

| M. VERITY: I believe thatts all.

One other quesntion.

Q (By Mr. Verity} Wetve actually got two factors here,
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haventt we? Ome from am economic standpoint you have prematurely
aband«;mod -;- A Thatts right.

Q ~-- but even over and above that, those}olla that cannoﬁ
produce wp to the level required, so that you actually have an
overproduction and a required shut-im peried. Thoase wells just
cant*t be produced at all on that basis, can they?

A They have more problems.

Q They are Just ~- vhen the situation 1s such that they ane

required to shut~-in to meke uwp overproduetion because of the prac-

tical effect that the pipeline cempany wemldn't take a mmall allo+

able, as i3 accredited to them, then, ﬁoﬁ they are shut-in, then
they are going to water-log, and they cantt be revived, ismtt that

correct?

A They face the hazard of water-legydoesntt mean that eveny

time they will water-log, but they face that hazaﬁd.

Q That is the problem, and 1%t 13 over and beyend the mere
economics of a minimum, as Mr. Coocley was referring to?

A Thatts true. | |

m. mlﬂs Thatts all.

QUESTIONS BY MR. UTZ: |

Q Mr. Greer, did you reccommend that a well in the Fulcher
Kutz or Aztec Pool be assigned an allowable of more than the nor-
mal allowable because of the well's water-logging problems; the
fact that ir it was shut ia for eﬁryrednetien, that the well woul

not come back withiout possibly swabbinmg? Im other words, do you

d
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think that is the basis for a well producing more than a normal
allowable? |
A No, sir. I% doeam't need to be gramted the beonus becaus

it water-logs, doeam!t meed the bomuss

Q In other words, because some of these wells that you have

or your applicatien water-log and will ne deubt reduce their allow-

able and have to be shut-in and womld atill be water-legged, you
dontt think they should be allowed mere allowable?

‘ A I dom't think they should be allowed. In fact, we are
not asking for ; bonus, we are Just asking for whatr-- a chance
to produce what is wmder our land.

Q There has been suggested here in this hearing that a
well wlth water~log showld not even be shut~in?

A Thatts true. You dontt have te give lit a benus mot to
shut 1t in, Just give it its ability to preduee.

Q Mr. Greer, 1ln answer te Mr. Cooley's questiom, was the
ore hundred forty~five dollars a month that ﬁ'eu spoke of gross

income, 1ineluding reyalty, taxes amd everything?

57

A Yes, sir. With that amownt of momey, it would be a bresjc-

even proposition. I weuld conslider four of these partioular wellﬁ.

Q@ Do you thimk that amoumt of income would take imto oconm-
sideration and glve the eperator emouwgh cushion, so to speak, thal
he could antieipate spending a little meney if it is nmecessary?

A That allows a thousand dellars for werkever every tﬁnt)}

months and leaving the eperator abselutely ne met income.
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Q@ Then, it appears that yowr testimony that fifteen hundrg
XCF a month would take care of the objectives that you have on the
seven wolls, or eight wells, including the ﬁlugged and abandomed
well? |
' A Well, if each well were allowed to produce that much, 1%
certalnly would be a relief ’?e the majority of the wells.
" Q Well, my qwestion is, is 1t emough to prevent premature
sbandonment of these wells?
4 I think 1t weuld.
Q Now, how many of these wells are capable of producing
‘that amount of ga;, fifteen hundred MIPF?

A Excuse me. Could I elaborate on that last questien?

There i3 a possibility thqt-‘yo'a will get a well with a more serio#a

workover job and it might take a 1little more.
Q Well, hoew much more?
A Vell, that is going te vary with the well. ©On the aver-

~age, I think this is reasonably close.

Q Well, let*s put the thing on a sound sconomic basis. Two

million a month?

k Well, ihat I am talking about is that any time -~ this
is not goling to gnmko » but 1t certainly would ge a long ways
toward solvimg the problem.

Q You think two million a menth would guarantee it?

A I t/kink two million a momths would be more prnetiial to

alloeate.

d

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEwW MEXICO
Phone CHapel 3-6691




59

Q Now, back to my original guestion, the last question.
How many of these wells are capable of prodleing fifteen hundred
MCF a month? Probably a sherter way to amswer, how many of them
are not? o A All but one.

Q Which well is that?

A Krouse No. 1 Beck. |

Q How about the Thompsea XNo. 1?

A That will be awfwlly oclose, 'ill be just nip anmd tuck.
That deliverabllity is caleulated against half the skoeting pres-
sure and operates againast the line presswre a little less than

half of its shut-im pressure. Chamces are 1t will jwst about do

it.

Q And the Brown FNe. 1 will be all right?

A Yes, 1t weuld be. |

Q The Brewn No. 27 A Yes, sir.

Q What was the doiinrability on that well, de you know?

A My figures show a hundred and eleven thousand on the |
Browa Fo. 2.

Q And the Copp Ie. 1l i3 plugged and abandoned, i3 that
rigat? A Yes, sir.

Q Would you recommend, Mr. @Greer, assigning an allowable
te these wells in excess of the amownt they are capable of produo-
ing?

A Vell, that happens, of course, all the time, even under

the nommarginel wells. And if they are assigned an allowable now,
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they might make 1t for six momths or a year and them drep off. I
think that is really net too big a fastor to be concerned with.

Q Well, yom do met accompliskh anything by assigning 1t uq
more allowable than it ean produce?

A XNo, thatts rigat. | |

Q Actully; it has an effect of taking allowable awey fronm
other wells that ean prodwce it, dees 1t mot?

A Well, I dentt kmow whether it is ttlki.ng it away from
other wells or g:lv‘ingéit back where it origimally belenged.

Q If the wells don*t produce the allowable assigned, it
loses it anyway, does it nét?

A Oh, sure, thatts ri@t.

M. UTZ: Any ;thor questions of the witness?
Mi. COOLEY: Yes, I would like to elarify one point.
'QUESTIONS BY MR. GOOLEY:

Q Mr. Maddox* testimony, I believe, was concernimg five MABW

wells? |
.A Yes, sir. I think he had another well that is capable +
produeing more gas.

Q There are ’wo.othcr wells, evidently, which are mot the
sub jeet of this hearing to which he referred amd grouped tegether
with the wells that are the subject of this hearing?

A Thatts right.

Q The éwe that are mot here included comsiderably better

wells than the three that are imcluded in this sppliecatien?
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A I believe they are. Let me check. I believe they had
160~acre allowable and they hed higher alleowables, that is cor-
rect, so 1t brought his average prediction wp.

Q Then the average figures that he gave ~-

A Apply --

Q == certainly wouldntt epply to these three wells?

A Applied to his eper;.tion, not necessarily to the '1ewer
wells on the small acreage.

M. COOLEY: . -Ih view of that, Mr. Examiner, I would 1:lks+

to recall Mr. Maddex to the stand as seon as Nr. Greer 1s‘din1uqd.

MR. ¥TZ: All right. Are there any other questions of
Mr. Greer? If not, the witness will be excused, and Mr. Maddox,
would Yyou ‘cm to come and resume Yyour positien at the stand,
please, so we ecan ask you a couple mére gquestions? |
(Witness ‘excmd)
ROBERT L. MADDOX,

recalled as a witness, having previously been duly sworn on oath,
teatifled as follows:
QUESTIONS BY MR. COOLEY:

Q' Mr., Maddex, e@ you give us the average imcome per well
on the three wells whick are the subject of this hearing? The

McCarty No. 1, the Memtano No. 1 and the Palmer Ne. 1, excluding

the other two wells to which you referred in your former testimomy?
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A VWell, I can give you the 1957 figures. The Nemtanro Neo.
1 produsced ome thousamnd, seven hundred fifty-two dollars and nimefy
cents for the year.

Q One thousand what?

A Seven hundred and firtrtue dollars and ninety cemts.
That was the gross. The Palmer No. 1 produced ome thousamd, sevesd
hundred and seventy. déllars and nﬁn cents. The NeQarty No. 1
produced ome thousand, nimety-one dollars and seventy cents.

Q FNow, do You have all the expemses you inewrred on these
three wells during ﬁo year 1957 itemized too?

A No, I have 1t all greouped em the f.’n;e wells.
Would the expenses be approximately the same =~
Yos, be about the same.

== per each well?

> © » O

The expenses ~- eoperating expenses on the five wells is
one thousand, feur hundred and forty~-ocne dollars and three cents.

Q I guess ~- that was just yowr operating expemses? Does
that inelwde poyaliy-snd taxes?~ .-c:, .o iro Lo 7lyc )
SRR § .’“mtfla.-ﬁepa:dtin;tgzﬁenies. The tax is five hundred,
firty-three dollars and forty cents.

Q Reyaltsy?

A Nine hn@md, forty-two dollars and thirty-seven oconts.

Q Approximately three thousand dollars tetal deductions

from your net -- A Yes.

Q ~-- to arrive at your net?
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A Yes. Approximately three thousand. Approximately eight-
eon hundred dollars on the three wells.
Q Appro;:l.nately eighteen hundred dollars would be deducted
from the gross income on the three wells to arrive at your net?
A Yes.
Q And what would that leave you, sir?
A About -- approximately two thensand, eight hundred thir-
teen dollars. |
Q That would give you a net income per well of approximately
nine hundred dollars each for the year 19577
A Yes, that's sbowt it. |
MR, COOLEY: That's all the questions I have.
MR. UTZ: Any other questions of Mr. Maddox?
- REDIRECT EXAMINATION (Continued) |
BY MR. VERITY:
Mr. Maddox, you supervise these wells yourself,domtt youl

I have a man hired to wind the meters.

But you supervise him, dontt you?

> o P o

Yes.

Q Andv you haventt included in those expenses anything for

supervision, have you?

A No. Tals 1s the actual money that was paid out. I didmit
recelve anything for supervision.
QUESTIONS BY MR. GOGLEY:

Q What do you feel a reasonable charge for yowr supervision
would be?
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A I go dowmn there at least omeo a week, so I am there four
or five times a month to the wells. If I have any trowble, I go
down and work on the well. Without any tré_ublo, I am there from
four to five times a month. You can figure at least five days a
month.

Q If you had to employ someone to do this for yeu, what
would it eost?

A I think it would cost me at least seventy-five to onme
hundred dollars a mnt;h.

Q PFor all three wella?

A For all five wells. | I%d say at least twenty dollars onm
each well. | |

Q Twentiy dollers a well?

A Yes. 38ixty dollars fér three wella.

Q 8ixty dollars for three wells would be seven hundred
twenty dollars a year.

A T believe that®s very reasenable whem you run your car
down there and figwre yo;u' car expemses, which is about twenty
mlles., Well, it is really more than that. It is seven miles from

Aztec. I live at Aztec, 30 you might say it is a fifteen-nmile trip

down the east side of the river and fifteen miles down the west siQo.

Q Mr. NMaddox, if you say it is reasenable, I am willing te
accept 1it.
A I am just trying to arrive at what a reasonable charge

Tfor supervision would be on these wells, ard seven hundred twenty
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dollars seems reasonable to ne.- However, I have no experience
with that. Well, I kmow that ismmtt tee high. Probably have to
pay for it if I hired a man. |

¢ That would reduce yowr per well inecome doun to arownd

seven hmndred each per year? A Yes.

MR, COOLEY: Thamk you. Thatts all the questions I havs.

M. UTZ: Any other quntiens‘er Mr. NMaddox? If net,
the witmess may be excmd; |
A I might add this. The reason this Herdgets No. 1 and
Hordge!s No. 2 1s mot imcluded in this petition, 1=hoj Hordge¥s was
allocated on 160-acres. The Hordgets No. 2 is efr proration
becauge it prodweced, I guess 1t was ia_u than a millien a month;
1an*t that the rwle? And 1t has beem off of proration for about
a y;-ar. It is om 1&6—&91‘0;.
MR, UTZ: Thattaz & marginal well, then?
A Yes, marginal ioll. |
MR, UTZ: Do you have urbhing farther?
MR. VERITY: I have no further tutmify, Your Honor.
MR. UTZ: Axny other statements to be made im this case?
MR. BVELL: I have a _statgn.nt, Mr. Examiner., |
M. COOLEY: Is there any more testimony in thils case?
MR. BUELL: Pan Americam Petreleum Company is in a |
rather wnique position im thisg hearing in that owr position isa
friendly oppositien, 11' there is such a thing. We realisze in

some of these older wells that were drilled prior to the statutes
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and prior to the rules on mmall tracts, 1t certainly is pessible
that hardships may result. Wetre friendly te that staadpoint in
that we umderstand the g‘noral'proh}.on. Our apposition is en-
tirely to the method of seeking relief. If the applieation here
today is approved by the Cemuissien and a precedent 1s set,
actually, it means complete :breéation of alleeatien fermula be-
. cause in any oase where a well has am allewable reduced due to
the allocation formula, simply obtalim an exeeption, your alloca-
tion formmla becomes meaningless. The testimeny of Nr. Greer
showed that in ome cdde ome of the wells im gquestion, if the Com
mission approves it, weuld preduce 73 percent mere gas than the
average 160-acre gas well., I dom%t believe that could be classi-
fied as equity by any one of the ;tatttes of New Mexisco. Artilicle
65-3~1h centemplated such a situation as we have here, and in
Section D theresf, it reads this wayr "Niniwum allewable for
soms wells may be advisable from time to time, especially with
respect to wella already drilled when this act takes effect; to
the end that the prodwetiom will repay reasemable 1ifting cost
and thus prevent prematwre abandomment and ron'ltin; waste."
Actually, it seems that the statute contemplated the very
situation that we are fased with here, and it weuld seem to us
that the mere equitable way to appreach the problem weuld be on
an individual well basis wnder the statutery provisions. Cer-
tainly that ~- even that method, to some extent, ir granted, is

going to distort and amend the alloecation fermmla, but it
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wouldntt result im a ocomplete abrogation of it as this request

here t;day will., The extra gas that i3 geing to be assigned unde;
either method 1s going to come from some place. It is going to be
taken away from the wells to which it 13 ecwrrently assigned wnder
the allocation formula and given to these ether wells as excep-
tions. Certainly the record ls erystal clear with respect to the
three NANW Company wells. They have no preblem there. It is down
the road., Thelir ewn witness frankly and honestly admitted that,
so certainly no censideratien at all sheuld be given those three
wells. With respect to the others, it is Pan Americants reccument
dation that this request be denied in i1ts emtirety.

MR. WADE: Your Henor, I would like to make some re-
sponse to that. Om every peint, as a matter of fact. To start
with, the applicamnts in this case have feund themselves with a
lot of friends, all of which want to see them mot get a rol‘ior to
a situatien that they all admit sheuld be relieved. Yeu will
probably recall that the Commission on its own motion sst this
inequity dewn for hearing and suggested that it be handled em a
matter of minimum allewables, and then a whele host of friends
came 1in and said, “"We feel terribly serry for you. We realize thht
your situation and plead 1s great, but we can?t see the word
minlmwn allowable used hc@m it is going to e;'us us trowble
all over the state of New Mexico." And =0 in order te try to get
along with as many people as possible, we dimmissed that applica-
tion, or rather we reguested that the Commission dismiss it, and
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we filed this ome. And we would like to point out, Yowr Homor,
in response to statﬁ;tn made by counsel that quite the centrary
to ﬁat he says, that this is geimg to reabrogate the proration
formula. It 1s mot goimg %o do that st all. We are talkiang abeuk
that saall and very limited class ef wells that were drilled prio#
to June 22, 1948 whem the 160-acre uitA size was premmlgated
in Order No. 7Th8. Now, we think we are entitled te this order on|
two different thh;u. We firgt think we are enmtitled te it be-
csuse -~ due to the fact that at the time we drilled ‘-:h-lo nils
there was not ene suggestien that there was saything wremg with
drilling them on 4O-aeres, and we had a perfect right to assume
that when we drilled theose wells om kG-aere tracts that the Com-
mission or others would coms alomg later and say, "We are going
to penalise you because you have fallen beleow what we believe is
the preper unit and, therefore, we are mot going to give you what
showld be an average fasetor of prodwetieon, but we are going to
les you fall below that." There is mothing en reserd at the time
thess wells were drilled. We think that that is improper, amd
that they have the right to preduse a reasomable ameomnt of the
gas that is in place and is ';écmoath 1t, and we think that it
is not going to be wafaly to the others to allow these wells to
produce a sufficient amownt so that they can do what they had the
rigat to assume could be done at the time that they staked and
drilled the wells.

In addition to that, we belleve that purely from a stand-
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point of premature sabandemment, whiech cowmsel would like %e smorJ
we are entitled to 1t om.  We thimk we are emtitled te it on that,
but we domtt think we have to put a tag om it that says "minimmm
allouo.blo"bouuu we kmow that there are other people just like
him that are very friemdly to s aad realize we have a problem.
And it is not fair to -nlko-‘urgé away amd leave all the g&n in the|
gromnd. But they Jjust don't want te see it dome in this fashion,
50 we say we are entitled to the rellief that everybedy seems to gr&t
and agree that u shewld get on some means. We say that we are
entitled te it amd tht"thc proper amd the best way $o allew it is
to give us an allecatien factor of 1 which we think we are o‘ntitlod
to because we drilled our well im a proper unit im the first place
and, therefore, Your Homor, we think we are emtitled to this erder.
One more thing in respomse to that. He 1s disturbed abeut the fact
that one of these wells is going to make more than the mormal al-
lowable. Let me peint owt to the Comaission that thab-ts the rou*
that well has got a little mere allewsble, If you give 1% am aere-
age faefer uetlg . is beeause it has a nry high doiinr(bility
factor amd there are some wells in this pool that are makimg ten
times what the average is, and comtsél was restraimed sbowt the
faot that this one weuld make o little bit mere than the aversge.
Itts got its deliverability wnder this hO~acres, but it cammot re-
eeﬁr the gas that i1s wader its 4O0-acres unless it is given an
acreage attributien factor of 1. We say there 1s a grave injustice

that has been conmitted against these wells, amd at this late date
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these applicants are asku; that they be givern seme relief from
that injustice, and they say that the best way fer this Cemmission
to do that 13 by granting them the asreage attridution fastor of 1|
MR. BUEBLL: Nr. innhcr, I firmly realize that you

wouldntt want to get imte a statement -- amswering a statement
situation, but I would ask leave to clsar wp ome or twe things.
Mr. Verity 1nforrod‘that we admlitted that relief was indicated in
these wells, Frankly, based on the data I have seen here teday, I
dontt believe I could simeerely admis that mer do we admit that.

I will frankly admit that we are ‘eppend, as a matter of fact, of
principal, to a minimum allowable on a state-wide 'nsis, but I
would ayin point out that the statute comtemplates am individwal
well baszis aso that all of the problems, all of the fasts to a pecul-
iar mdiuaui well cam be considered and equiiy deme. It1] admit
that we were one of the friends mt he mentioned that were opposed
to a state-wide minimwm allewable, and just like I stated at the
outget, if there was such a thing as friemdly oppositiom, that is
waat ours was. Apparently, there immtt swch a thing.

MR. VERITY: Your Homor, I take ne exeeptions to his last

statement.

MR. UTZ: MNr. Woedruff.

M. WOOIRWPF: Mr. Weodrwff with El Paso Natural Gas
Cw. The problem we are facing here feéay, mtly, is
handling the plomeers of development im the San Jwan Basin ares.

The cendition is not uncemmen with what is found im the development
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of a petroleum reserveir, or Iimitial donlo‘plon’g land-labed Ty

to be on s mmaller aereage basis than is foumd thﬂt the rield can
be ecomomically and adequately develeped om. In such instamces,
it 1s not uncommon to give censideration to such a well, and that
is often dene gnd mormally dome in my experience by the assigmment
of additional acreage factor to a well. I cam give ome imstance
shich, while it is am ol reserveir,that hes been trwe im Texas
vhere we startéd off with a kO-acre allesatien amd later emded wp
with 160. Anrd in that partisular poel the hO-aere wells were give
the same allowables as 80-aere wells. We believe that the appros
of the applicant in this case for imereased acreage alloeation 1s
the appropriate appreach. The assignment of a minimwm allowable
ok a poolwide Dbasis wonld do mere to disrwpt the alloecation of
gas in accerd;neﬁ with existing rules than their propesal whieh
would prevall for these specific wells having -ﬁll asreage allo-
eation, having been drilled prior to the institution of 160-acre
spaecing.

We wowld wrge the Commission teo ;in serious eonsideration
to lnereasing the unit for any well te prevent the prematwre aband¢a-
ment of that well where swch wnit is for a well drilled prior te
the institutien ef 160-acre in the peols im questienm.

MR. COOLEY: ILet me direct ome guestiom to Mr. Woed@ufr.
Youtre taking two of the three alternates; assignimg an aereage
ro.c;or of 1; second, the assigmment er the establishment of a poold

wide minimum allowable. What 1s the position of yowr company with
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regard to well by well minimwm allewable as Mr. Buell interprets
the statute?

m'. WOODRUYFF: I believe the Commission has the suthority
to comuission well by well rellef where the facts justify it, and J
would see no objection imn anm approach on a well by well basis.

MR. UPZ: Any other statements?

MR. COOLEY: Off the record. |

(Discussion off the record)

MR. VERITY: Comes now the applieant and moves to delete
the BMNS cé-pany's Copp Ne. 1 Well in the gouthwest of the nerth-~
west of Sectiom 29, 30 North, Range 12 West for the reason that the
same has been pluggec_i and abandoned subseqnent tq the f:lling of this
application. .fxpplicant algso moves to amend its application with re-
gard to MSBW P;llnor Ne. 1 Well to show that the same is loeated in
Section 28, 30 North, 12 West rather than 38.

MR. UtZ: Is there objection to the amendment as stated?
If not, 1t will be se amended. 'Any other statementa in this case?

M. COOLEf: Mr. Examiner, I would like to read into the
record a telegram this Commission has recelved from Aztec 011 & Gag
Company and I quote: “RE CASE 1hk6l. AZTRC OIL & GAS COMPANY COMN-
CURS IN APPLICATION GF A. A. GREER EY AL PGR AN EXCEPTION TO THE
ACREAGE FACTGRS ESTABLISHED BY CURDER R-565-C FOR CERTAIN WELLS IN
SAN JUAN COUNTY, NEW MEXICO0. AZTEC CFFSETS MOST OF THE WRLLS IN-
VOLVED IN THE APPLICATION -~ IN THE APPLICANTtS APPLICATION AND HAS

SEVEN PICTURED CLIFFS WELLS DRILLED ON A JO-ACRE BASIS PRICR TO
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ORDER 7h8 MAT HAVE AN ACREAGE FACTOR OF LESS THAN ONE. SIX OF
THESE AZTEC WELLS HAVE BEEN SHUT IN FOR EXTENDED PERIODS (F TIME
DUE TO OVERFPRODUCTION, AND SOME RELIEF SHOULD HE GRANTED TO PREVENY
PREMATURE ABANDONMENT.
AZTIEC OIL & GAS CO QUILMAN B. PAVIS.
MR. UTZ: Any other statements? If not, the case will

be taken under advisgsement.
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CERTIFICATE

Sﬂﬂ OF NEW MEXICO )
COUNTY OF BERNALILLO ; -

I, J. A. TRUWILLO, Notary Public in and for the County eof
Bernalillo, S8tate of New Mexico, do hereby certify that the fore-
going and ;ttached Transoript of Proceedings before the New HoxioJ
011 Conservation Commission was reported by me in stemetype and
reduced to typewritten tramseript by me and/or under my personal

supervision, and that the same is a true and cerrect record to the
best of my kmowledge, skill and ability.

WITNESS my Hand and Seal, this, the /g =¥ day of )—__,
1958, in the City of Albugquerque, County of Bernalillo, State of

New Mexico.

My Commlssion Expires:
October 5, 1960.
I do herady certity Wy the feragoing s
pr

a4 eotiplete remmd
thee $ras o “.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEW MEXICO
Phone CHapel 3-6691




