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BEFORE THE
0IL CONSERVATION COMMISSION
SANTA FI, NEW MEXICO
JULY 8, 1959

IN TH= MATTZR OF: :

plication of Pan American Petroleum Corpor-:
lon for an exceptlon to the "No-Flare" pro-:
visions of Order No. R-1237. Applicant, in :
the above-gstyled cause, seevs an exception to:
the requlirement ‘n Order No. R=-1237 that no :
casinghead gas be flared or vented from any :
well within the defined limits of the Oteroc- :
Gallup 011l Pcol or within cne mile therefrom :
fcr its Jicarilla Tribal 35 Well Wo. 1, lo-
cated in the W/l SW/lL of Section 35, Town-
shin 25 Worth, Range 5 West, Rio Arriba
Ccunty, Wew Mexico.

e as

Taniel 8. Wutter, IExaminer.
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MR. NUTTER: Ve will talkte next Case 1717.
MR. PAYNE: Case 1717. Avpplication of Pan American

Petroleum Corvoration for an excention to the "No-Flare" provision

MR. NEWMAN: Kirlz Newman of Roswell, New Mexico, and
Guy Buell of Fort Worth, Texas, a member of the Texas Bar, repre-
senting the avnllicant, Pan ‘merican Petroleum Corporation.

MR, BUELL: May it please the Examiner, we have one

witness, Mr. Marshall.
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(Witness sworn)
CHARLES R, MARSHALL,
called ag a witness, having been first duly sworn, testified as
followa:
DIRECT ZXAMINATION
BY MR. BU=ZLL:

-

o) Mr. Marshall, will you state your full name, by whom
you are employed, in what capacity and what location, please?

A Charles R. Marshall with Pan Amerlican Petroleum Cor-
voration in Farmington, Wew Mexlco, and I'm employed as a petroleun
engineer.

& Mr. Marshall, does the Farmington office have Juris-

diction over Pan American's operaticns in the Ctero-Gallun Pool

A Yes, they do.
Now, you have testifiec at prior Commission hearings,

have you not, Mr. Marshall?

A Yeg, I have.
Q And your gqualificaticns are a matter of public record?y
A Yes.

TER: No, sir. PFProceed.
(Thereuvon, Pan Americant's Ex-
hibit No. 1 was marlked for

identification.)

o Mr., Marshall, I direct your attention to what has beeh
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marked as Pan ‘mericants Exhibit No. 1. What is that Exhibit,
please?

A Gxhibit Wo. 1 1s a map of the Otero~-Gallup Field aresn

s

ot

on whiclx Ttve noted the field 1imi

P

s of -= the vresent fleld limit
of the Otero-Callun Field 1inga so0lid blue line, the vroposed exten
to the Otero-Galluv Field in a dashed heavy blue line, anc Gallup
completions in this area I've colored in red.
Al Eow are the fleld limits and the proposed extenslon
areas designated on this Exhibit, Mr. Marshall?

A The fleld ZLimits are cdesignated, the oresent field
limits by the solid blue heavy line, and the proposed extension by

the dashed.

Ay

Mow, the well that 1s the subject matter of this hear;
ing, Pan fmerican's Jicarilla Trital 35 No. 1, is i1t within the

proposec extension area?

A Yes, 1t is.

o Would you locate that well for the record, please?

It e located in the NY/!| of the 89/l of Section 33,
Townsiiip 25 Worth, Nanpe 5 West.

2 fre you famlliar with the pool rules for the Otero-
Gallup Fields

A Yes, I am.

o Anc cdo those rules contaln a provision prchibiting

the flaring cf produced casinghead gas?

=

b
o

Yes,

5ion
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Q This proposed extension area, is 1t the subject mattey
of a hearing at the regular July statewice hearing of the Commiss-
ion?

A That s correct, yes., sirc.

o tnd assuming the Commissioh includeg that area within
the horinontal 1imits of the Otero-Callup Pool, then that area will

B

become subject to the vrovisions of the field rules, 1s that cor-

rect?

A Yes, gir.

] With resvect to that well, Mr. Marshall, when was it
completed?

A The well was completed in August -- on August the 1311
1658,

- Do you recall what Its ‘nitial potential was?

A Th rty-nine barrels of oil per day pumping with
a gas-oil vatlic of 1322 cubic feet ver barrel.

s T'n we have a receant production test on that well?

A Yes, a test conducted on the 1lLth of March, 195¢. Thq

well »umped twenty-six barvels of o1l ver day with a gas-oll ratio
of 11271 cunic feet per barrel.

o That was this March. ¥hat 1s the well mazings now,

A It s produclng avproximately twenty-four barsels a

day, average.

e Mr. Marshall, ig there a gathering system 1n the

=
-
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Otero-Gallun Pool that gathers the casinghead gas?
A Yes. The majority of the wells in the QOtero-Gallun
Pool belong te Srelly CiL Company, and Stelly has a gathering

and comoression system for delivering casingnead gas to a high

o

LJe

pressure line In the area.
o Are scme of the wel’s in the vroposed extension area

connected tc that system?

A I believe they are, yes. sir.
G Has Pan ~American reguested Skelly to connect our

Tribal 35 Well No. 17

A Yes, sir, they have.
o Yhat de they say?

A It was S¥elly's conclusion that the amcunt of gas
that would be avallable from Pan Amer’can's 35 No. 1 would not be

sufficient to jJjustify any addition to thelr pregent system and
could foresgee no Justification for enlarging thelr system in the
future to accommodate the small amount of gas coming from this
well.

MR, BUELL: In that connection, Mr. Examiner, I have
a wire here from Skelly 011 Compmany, which I will mark as Txhibit
No. 2, and T would llke to read it for The record, if T may.

MRE. NUTTZR: Pleage cdo.

MR. BUELI: '"Case 1717, Otero-Gallup. Skelly as ownep

of gathering 1ines in fileld unable due to present line capacity to

connect to Pan fmerlican on exlisting lines. Hence, necessary for
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Pan American to lay several miles of line direct to compressor
in northeast guarter of Section 27."

. Lxaminer, I believe the telegram is garbled there. Tha

should be Section 28.

Tuotinz from the wire again: "Maximum gas volume of well

doeg not justify economically elther present line enlargement or

layine of new lines from this well in Section 35."

Tnat wire ig sioned by George *. Selinger, Skelly 011 Com-
pany.
& (By Mr. Buell) Mr. Marshall, directing your attentio

again to Exihlibit Ne. 1, how far would we have to go to connect our

well to the S:elly system?

A It would be approximately two miles. I've denoted
the 1ine that would be necessary on Zxhibit 1 in green, and it is
labeled "rmatheriaz line." That would be the necessary line to
get to Skellyts ccripressor.

e Wow, that 1s not necessarily the nearest point on the

Skelly gystem, but That is the only polnt that they will allow us

to tie in?
A Yes, that's the only polnt they will accept the gas.
C Mr. Marghall, now Skelly has said 1t is uneconomical
for them ©o connect our well. Have you made a study to evaluate

Je

KR

the econcmic feasib

l..io

5
1

ity of Pan American laying a line to connect

the well?

tro

E

Yes, T have.
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Q Wnat was the result of that study with respect to

whether or nct it is economical?

A T ccnclude that 1t would not be economical for Pan

boto

American to dispose of this gas to Skelly's compression system.

(Thereupon,Pan American's Gx-
nivit No. 2 was marked for
icdentification.)

2 ces the Exhibit which has been mariked as Pan Ameri-

=

can's Exhibit MNo. 2 »eflact the results of your economic evalua-

>

Yes. Zxzhibit 3 is the comparison of the Initial in-

5
2

vestment tc lay the iine with the revenues that would be derived
from the fubture gas to be produced from this well. It shows an

-

tial

ity

nvestment of aopproximately #4,100, and total expected

[

in
revenue from the gas 1s approximately 3,000 -- £2,0L0, which would

result in a loss of 60 through the life of the well,

C Acetually, Mr. Marsnall, 1t is not simply or merely

3=

i

uneconomical, It results in a lcgs, does 1t not?

A Yes. sir, that is correct.
o And in making this study, Mr. Marshall, did you use

the most optimlistic avproach possible? WNow, I use the word "opti-
from the standpoint of minimum investment exvense.

0 Yes, I belleve the 56,100 represents the minimum vos-
sible investment, the reason for this being: (1) In 211 orobabili

t will be necessary to bury the line that is shown in green on

[

Exhibit No. 1. My cost figures assurme that this will not be nec-

ty,
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essary because of the fact that it Is possible to obtain a special
exception to the normal practices of the Indlians who own the leases
in this area, and lay it on the surface. However, this would re-~
quire an exceontion, and 1t is dcubtful that it goulv be obtained.
£1lso, Skelly has all of thelr gathering lines in the area buried.

One additicnal mincr cost ig,the exact location of the compressor

was not available to me. I knew that 1t was in the quarter quarter

section in which it ig shown, that being the $&/lL of the WE/LL of
Section 283. 1In orcder to assure that I would not figure on too
much line, I put the compressor as clcose to the well as I could
and sti1ll remein in that quarter‘qua?ter secion. All in all, T
think the investment Is probably less than what would actually be

th this installation made.

.Y

incurred w
Q Ané even though 1t fg a minimum investment, it still

regsults 1In a loss?

>

That is correct.

[
»

e Mr. Marshall, for the ourpose of this question I am
going to ask you, I want you to assume that the Commissiocn grants
our request, for an exception to that rule, and that we continue
tc produce and overate ocur well as we have in the past without thi:
_ investment expvense. Uncer that assumption, Mr. Marshall
will this well be a profitable well?

A No, =ir. The total revenues to he received from this
well will never pay the drilling cost.

€ So actually, if we are required to male this uneconom

]

177 4
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ical investment, it wlill just be an additional burden on what it

is alreacy, an unprofitable well?

A Yes. The operation in this well now is -~ can be
described as a salvage operation and naturally causing additional
investment necessarily would resulted in loss,in that gas revenue

is not sufficient to vay for the investment and would only result

in further losgs of the well.
Al Are you through?
A Ags a result of drilling the well.
G Mr., Marshall, in your opinion, as an engineer, what

conclusicns have you reached with resvect to this avplication from

the standvoint of preventing avoidable physlcal waste as well as

the protection of the correlative rights of the parties of interest

Assuming the exception, which is requested, is grante

=g

T can see no avoldable waste which will take place, and it is also
my opinion that The correlative rights of all involved will be
protected.,

o Actually, 1f we are reguired to malte this uneconomic

investment, economic waste will result, will it not, Mr. Marshall?

A That is correct.
Q Ancd the value of the casinghead gas, which will be

saved, gatherec and sold, will not pay out the investment reguired
to--
A That is correct.

MR, BUELL: May it please the =Zxaminer, thatts all
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we have at this time, and I would like to formally offer Pan Ameri-

~

cant's Exhibits 1 through 3 iIn evidence.
MR, MUPTER: Pan Americants Zxhibits 1 through 3 will
be admittec in evifence.
(The documents heretofcre marlie
Pan American's Exhiblts 1,2 arn
3 were recelved in evidence.)
ME., WUTTER: Dcees anyone have any questions of Mr.
Marghall?
Mz, PAYNE: Yes, sir.
CROSS EYAMINATION
BY MR. PAYWE:
Q Mr. Marshall, are you aware that the gas-ocll ratlo
limitation in this fleld 1s 6,000 to 17
A Yes. sir.
o And, of course, you are aware that the field, the

pool rules vnrovide that no gas shoulé be flared or vented:

A Yes.
Q Do you feel that 1f this exceotion is granted, that

.

this particular well should be held to a gas-oll ratio of 2,000 to

A I can see no reason why 1t should not be or no reason

why it should be. I've not made a study as to exactly the reser-

'_Jc

voir 1t is vnroducing frem. It appears it 1s vreducling from the

o There would be more gas vented, would there not, 1if

¥e
1
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the ratio is left at 5,000 to 17

el

L Yes. However, I do not feel that, if 1t is true,

tr

8 true that the

N

vhich, as T say, I have not made a study. If it
well is in the same reservolr with the remaining well , it would
seem to me that it would be an ineguitable situation for one well
to be producing with a limit of 2,000 while the remaining well is
oroduced with a limit of 6,000, since even with the limit of 6,000
the volume of gas which will be vented from 35 No. 1 is not a
very large amount of gas.

Al How much 1s it?

A At the vpresent time it's avproximately a hundred MCF
a day, a 1little bit less, provably.

Q Have you calculated how much it would be if 1t were
operated on a 2,000 to 1 GOR?

A It would be the same, I believe. The well is capable
of producing only twenty-five barrels of o0il a day, which is the
2,000 limit. T believe the field is cn a -- what averages out
around seventy barrels a cay allowable, so that at a 2,00C limit
you would have one hundred forty MCF a day, which the well is not
capable of producing, and 1t wlill not become capable of producing,
in my opinion, and you would not have any more gas flared that way
than you would under 6,000 or any limit.

G You are not actually challenging the fact that this
well is in the Otero-Gallup Pool, are you?

4 No, sir.
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MR. PAYNE: Thatts all, thank you.
QUESTICNS BY MR, NUTTER:
Q Mr. Marshall, what is your estimate of revenue of
42,040 from the gas based upon?
A It is based ucon the vast, a prediction of the gas
rate whicn will be nroduced in the future, and this rate is based

upon the past performance of the well as well as information we

have on the Galiuvo to predict the future performance.

o How much gas do you expect will be procduced from the
well during its life?
A Produced from the well, not subtracting what will be

used on the lease, it will be approximately 62,000 MCF of gas.
Q hat is this gas that is used on the lease? Is this

to run a pumo unit?

A Yes.

& Tt 1s a gas onerated engine?

L Yes.

@ How much gas deoes it talle to operate that unit ver

day?

T

talres 6 MCF per cday to run the unit.

e

Al Is any gas being used 1in the operation of a heater-
treater or anylthing 1ilre that?
Not to my “nowledge, no, sir.

i Does Pan American have any plans for drilling any

iticnal wells on thls lease?
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Iy Yot to the Gallu»n, no,sir.
G Mow, you show your gathering line golng from the
well to the compressor. Yhat is the location of the nearest tank

battery on ancther lease which is connected?

v
+

A Slktellyt s?

[

Yes, sir. Well, anybody!s.

Ky

by

Jell, I believe Stellyts would be the nearest one, ang
I am not sure, but I believe that the tank battery 1s also located
in the same quarter guarter sectlion as the compressor.

G You cdont't think there is any tank battery any closer
than the compressor Ig, then?

A I don't believe there arc, but T can't be sure on thaf
point because there has been some late developments, and I notice
there is another lease here on Section 27, which possibly has a
tank battery. But Zt!'s my orinion right now that the tank battery
is in the same gquarter quarter section.

Q If there a tank battery closer to the well than the
compressor 18, it would be possible to run the line to that tank
battery and commingle that gas with the other --

A It would be vhysically possible, but under Skellyts
terms, under which they would take the gas, 1t would not be pos-
sible because they have stated that their lines are run to capa-
city, and we would not be able to drive the gas anywhere unless --
to the compressor , and 1t would be necessary to compress the

gas ourselves.

i

T
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] You estimated it would cost 36100 to lay this line on
the surface?
A Yes, sir.
e Is that line cost only, or have you taken intoc con-
sideration there a share of tThe cost of the compressor?

A No. sgir. That cost Is based on the cost of the line.
The cogt to lay the line is subtracting what we feel the salvage
value of thne line would be after the well is depleted, and some

charge fcr what 1t would cost toc remcve the line.

0]

Have you considered any compressor costs?

>

*.
B

Yes, sir, there are some meter costs and right-of-way

coste which would be necessary.

o Wow, what did you estimate to be the length cf this

}—l
]_h
o
o]
)

=

"poroximately ten thousand feet.

Q “What was your cost per foot?
A The cost of the line per foot, not counting the line

and right-of-way, was fifty cents.

o Installed?
A Installed.
Q dJhat is that, two-inch line, Mr. Marshall?

Vi

Yeg, sir.
il Pan American would be willing for this order, 1if
entered by the Commission, to be contingent upon there being

only ocne well and this known volume of gas that is presently
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produced?
A Yes, from the Gallun.
o Ané in tne event any other well 1g drilled on this

lease or 2 larger volume of gas became avallable, Pan American

i....l
]
"

I

would be will' ng to review thls case on another hearing?
pil Yes.
MR. NUTTER: Does anyone have any further aguestions

of Mr. Marsnall?
QUESTTONS BY MR. PAYNEH:

Q who owns the acreage in Section 23l, Mr. Marshall?

A Slrelly, I believe; at least in the N/2. I am not
sure about the $/2.

. Tow, to the best of your knowledge, are all the well
b

<

5

in this oroposed extension connected to gas gathering facilities
other than yours?
A To the best of my knowledge, they are, or will be,

since T bellieve all of them belcng to Skelly.

M2, PAYNE: Thatt's all. Thank you.

MR. NUTTER: Any further guestions? Mr. Marshall may
be excused.

(‘Titness excused)

M. NUTT=ER: Do you nave anything further, Mpr. Buell?

M2, BUELI: VWo, Mr. Zxaminer, nothing further.

M2, NUTTER: Does anyone have anything further they

wish to offer in Case 17172 We will take the case under advisemen
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and recess the hearing until cne-thirty.
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STATE OF Y MEYICO

COUNTY OF BERNALTLLO

I, J. 4. Trujillo, Wotary Public in and for the County of
Bernalillo, State of New Mexico, ¢o hereby certify that the fore-

d attached Transcriot of Proceedings before the New Mexico

o5

geing a

0il Conservatlon Commigsion was reported by me In Stenotype and

reduced toc byvewrlitten transcript by me, and that the same is a
true and correct record to the best of my knowledge, skill and
i .
1Y T N iy i [a] ] K] 2 /4—1' 3 ”
MESS my Hand ancd Seal this, theo/2 - day of BL&Qmi_M‘

195¢, *n the City of Albuguergue, County of Bernalillo, State of

-

- - . 7

lc - (: gt CA
VA AMA T - 7
" NOTARY PUBTLIC =«

My Commission Explres:

Octoker 5, 1S60

I do hereby certif
¥ that the fore oin
a complete record of the pro\endliés ?Aii
the Exaniner hearlﬁ o} ase No /7/7
A LL ],

heard by me on.__ 2= N 19

................... + Examiner

oV § o T
New Mexico 011 Conservation Commission
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