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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO
January 27, 1972

SPECIAL HEARING

IN THE MATTER OF:

Sl Nt

Application of Continental)
0il Company for an order ) Case No. 4628
to ensure ratable taking )
of gas and an exception to)
Order No. R-1670, Rio )
Arriba County, New Mexico )

)

BEFORE:

State Geologist A. L. Porter, Jr.,
Secretarv-Director.

TRANSCRIPT OF HEARING
Volume II

January 27 9:00 A.M,
MR. PORTER: The hearing will come to order, please.
Mr. Haseltine, I believe you were on the stand, even though you)
attorney would agree to waive cross-examination, somehody would
like to ask you a few questions.

CROSS-EXAMINATION

BY MR, KELLAHIN

0 Mr. Haseltine, in connection with your Exhibit No. 1, do
you-~I believe vou testified you omitted one of the lines
coming in from the north that designated the Tavlor

Company
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line; 1is that correct?

That is correct.

This is a high pressure line?

Yes.

What 1is the pressure in that line?

I am not sure what the pressure runs all of the time.
Approximately?

Basically it is a 500 pound system.

500 pounds, and it could bhe higher or lower?

Ves.

Cenerally in that vicinity?

Yes.

Is that line connected to any Pictured Cliffs wells?

I think there 1is one Pictured Cliffs well in that system.
Actuallv, aren't there two?

Well, I only think there is one. There may be two. We
made some special trade offs when we divided that system
and hoocked some Dakota wells to the low pressure, and
hooked some P. C.'s to the high pressures, as a trade off
in renegotiation.

I call vour attention to the Breach Fl2 and the Breach F38,
which are in Section 34 and Section 35, and 27 North, €
West. Would you agree they are connected to vour high
pressure line?

Would vou give me those again?
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Breach F27, Breach F8 location? 35-4 and 34 in 27 North
Range 6.
Yes, I believe that is correct.
Do you know anvthing about the ability of those wells to
produce?
Oh, in specific terms, no. They are abhout like the other
South Blanco-P. C. wells in that Caulkins area. They are
marginal wells.

I would have to look at the schedule to sec if the
schedule shows they are marginal.
You would agree to that, I assume, the official records of
the 0il Conservation Commission?
That is what determines the marginal wells, the official
records of the 0il Conservation Commission.
And also the rressure in the pipeline, is it not?
Not to my knowledge.
Not to vour knowledge, but they are bucking 500 vpounds mcre
or less of pressure?
Thev are hucking whatever is in the high nressure svstem,
that is correct.
You don't know exactly what it is?
It is around 509.
Now, turning to vour Exhibit No. 2, Mr. Haseltine, that is
a diagrammatic sketch of the compression installation at

Dogie Canvon.
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What, specificallv, are the pressures on the intake
and discharge side of those compressors; is tnat design
pressure or actuallv werking pressures?

Those vressures that I have designated on that Exhibit No.
2, as I testified, I helieve are arproximatelv currernt
operating pressures.

They represent a tvpical nressure. If vou would go
out there todav, that is about what vou would find.

Do you have tnen a pressure of 329 pounds coming off of the
recinrocals and the two Solar compressors and an intake of
32% on the 3100 ho Solar. Is that what vou are--

There are no 300 hp.

What is that 300 number for?

3,000. What was the guestion?

You have the same ocutlet rressure on your other compressor
ags you have on the intake side of the 3,000 hp compressor?
Yes.

You have no pressure 4rop across there at all?

There is some minor drop. We are talking about the typical
normal pressure that vou would find, sure, vou have some
drop through 15 or 20 feet of the line in through it. Therg
is cooling equipment in between the discharge of the first
three compressors and the suction on the fourth compressor,
too.

You would have quite a little bit of drop then? When that

W




R L VI

-J

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.eP.O. BOX 1052ePHONE 243-66910 ALBUQUERQUE, NEWMEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE" -

166

10

gas is cooled, the pressure drops, does it not?
No.
It doesn't?
Mo.
You mean the cooler gas has a higher pressure than the
heated gas coming out of the first stage?
Temperatures of gas is totaled independent of pressures of
gas.
You have a pressure drop of at least five pounds across
there?
I will give you five pounds.
Thank vyou.
¥Now, vou show the rargo line coming into the station.
You haven't given us the pressure on the intake side
of that line. What is it?
320. That is what we showed in on there, through that
manifold.
At the point you connect to your Solar compressor is 320
pounds?
Yes.
This is vour 520 pound line?
500 pound system.
500 pound system. How do you get a pressure drop of 300
pounds from 500 on vour upper end to 320 down here?

That is not a 300 pound drop.
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I Aidn't say a 309 pound drop. I think I said how do you
account for the pressure drop of that magnitude in that
system?

Pressure drop is a function of flow and the size of the
facilitv.

Well, what is the size of the facilitv?

I think that is another lO;inch trunk that runs out there,
but I am not sure.

So, you have considerably more of a pressure drop on that
line than vou do on your other ten lines connected to the
Pictured Cliffs; is that correct?

I suspect that is right.

Where is that line actually physically connected; is it
connected at the compressor station or is it connected to 4
portion of your pipeline svstem as shown on Exhibit 17
Well, now, I don't understand that question.

Where does your Largo line come into this compressor
system? Are vou connected at the compressor facility at
Dogie Canyon or are you connected to some vportion of the
Pictured Cliffs pimeline shown on your Exhibit 1?

No, the Largo svstem comes in separately, the Dogie Canyon
Comnressor Station facility.

It is an entirely separate pipeline? There is a lot of
inner-connecting, manifolding to provide flexibility in

this Dogie Canyon Station?




-y

UGal MGy - MGIGH

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.eP.O. BOX 1092 PHONE 243-66910¢ ALBUQUERQUE, NEW MEXI|ICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICC 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

139
PAGE -

O

T4

At the station, ves.

Now, Mr., Haseltine, how long have vou been associated with
and known about the problems that existed at this Dogie
Canyon Station?

Well, I have associated with the total operation, including
the Dogie Canvon Compressor Station and all facilities in
that area, why, for ten or 12 vears.

And did you have anvything to do then with the redesigning
of the facilities there?

Of the Caulkins area system?

Well, the Caulkins area system, the Continental area system
the entire system?

Well, insofar as the gas supply functions that have been
previously described, in the decision making process that
leads to the vurchase of facilities, ves, sir, I have some
impact on that. WNow, I did not design the equipment, nor
did I place the order.

Now, how long have vou known about Continental 0il Company'
problems as thev have heen related to you in this respect?
Continental first contacted us, I think, about last Anril
or Mav. MNow, I could stand some correction on that, but it
was earlv in '71.

You don't recall a letter written in 1970, December?

Thev wrote in 1970, December, asking about operations down

in Belen, which is not nart of this case. They may have
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written something else in that letter, but rossibly that
was the earliest contact thev made on this.

If we assume that it was, vou woul ¢ have known about their
situation in 1970. When was this facilitv designed, as
shown on Exhihit 2°?

When was it designed?

Yes.

I don't know when it was completed. The concept was approv
in the fall of 19790.

The fall of '707?

Yes.

Wwhen was the svstem arrangement installed?

We are still talking about the work that culminated--

Is that what you have got there todav?

Well, we have got to be nrecise about this. The work that
is there todav, some of it began many, manv vears ago.
Yes.

Now, if vou are talkino about the construction that went
on in the summer of '71, whvy then we can talk about that.
I have to krow what precise thing you are talking about.
Let's talk about the most recent construction, which I
assume 1is the summer of '71. When was that installed?

In the summer of '71.

wWhat neriod, June, July, August?

Construction work was under wayv generally in the months of,
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I think July, RAugust, September.

Now, did vou or did vou not know of the complaints
Continental 0il Companv had at the time this installation
was proposed?

At the time the installation was first proposed? Anc con-

ceived?
Yes,
No.

Did yéu ever look at the nroduction situation on those two
seaments of vour line?

Certainly.

Before you designed this?

Certainly.

You didn't know that Continental had a problem, although
vou looked at it?

We don't recognize that as a problem today.

You don't? I see.

You did recognize the pressure differential that
exists bhetween the two segments of the line at the time
this installation was made?

We recoagnized that pressure differentials.existed going
back to the time Conoco acquired the property.
And it still exists today?

Yes.

As far as you are concerned, you hope it will continue to
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exist; is this vour testimonv?
No, I don't hope the pressure differential does or does nof
continue to exist.
Now, referring again to your Exhibit 2, I think vou have
already answered that guestion. I'm sorry. I will go to
my next one.

You say these are actually working pressures that are
shown on here and not design pressures?
These are the typical pressures operating there today.
You testified that there would he a great deal of difffi-
culty in revising the Dogie Station using the existing comd
pressors?
I testified there would be a great deal of difference in
equalizing the suction pressure by simple manifolding
across the three small compressors with the existing Dogie
Cavnon facilities.
Is there any other alternative than manifolding, as you
describe?
To eaualize pressure?
Yes, sir.
Not without substantial expenditures of money.
You testified you knew about the gathering system disparity
as related by Continental before this system was installed3
Ves.

But you didn't do anvthing about the curing of that

4
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situation at the time vou installed
You didn't ask me a question.

Yes, I did. You didn't, did vou?
Well, I understood vou just to make a statement that I did.
You didn't?

If you are asking.

I am asking, did vou?

Certainly we knew the disparity bhetween the svstems. That
is why we installed the facility.

I said vou didn't do anvthing about curing the situation,
did vou?

Well, I think we have testified that the ecuipment we put
in.

Now, could vou have not designed the system so that
substantially equal nressures could have heen established
on these two segments of the line?

We could have. 1In fact, we could have gone farther in
design for a lower pressure on the east system.

You could have hought a larger compressor, could you?
Sure.

Had vou bhought a larger compressor, it would have reduced
the amount of work the other comrressors are doing, would
it not?

Not necessarilvy.,

Not necessarilv?




usriniv) wmuive

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.e P.O, BOX 1092¢PHONE 243-66910 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

pacel 73

Q

A

f@)

A

D

No.

Now, vou just chose to ignore the pressure variation in the
two segments; isn't that the fact?

No.

You considered this, hut vou didn't aure it?

Didn't cure the nressure?

Is this vour testimonv--I heg vour pardon--vou say vou
didn't ignore the pressure differential?

No. We knew that the pressure differential existed.

Yes, but you did not cure that pressure differential, did
vou?

In total?

Yes,

No, we have never represented that wve did.

I bhelieve vou testified vesterdav that the maximum ratio .of
the centrifugal compressor is 1.75; is that the maximum
design ratio as recommended by the manufacturer for the
wheels that are in it?

For the wheels that are in it.

Now, the Solar could have been installed on there, the
Saturn compressor AC-16 casing that will accommodate

this ratio?

I don't know. I don't huy those compressors.

If the Solar could furnish such ecuipment with: a compressiof

Y

range of 1.1 to 2.2, it woulc have considerably improved thy




PR

i

v
¥

usainey-meier

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

NEW MEXICO 87103

209 SIMMS BLDG.s P.O, BOX 1092 PHONE 243-66910 ALBUQUERQUE,
FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE "l.'7 4

f®)]

A

A

0

b

situation, would it not?

Improved what situation?

You would have had a higher compression ratic and it could
have reduced the line pressures in this system?

You are talking about a lot of things besides design ratio)
You are talking about hp, response of a system to lower
line vressure. VYou are talking about cost. You are talk-
ing about a lot of factors. Now, to sav that it would havd
alleviated some problems, vou have got to kind of define
the problem.

I think we have defined the problem. I tihink you have
already testified vou do not choose to recognize it as a
rroblem, so we won't pursue that cuestion.

Now, turning to Exhibit No. 3, that =shows the average
nressures. Did you come upr with the average pressure for
Continental oil well company's wells?

This was prepared under my supervision, vyes.

Row, did yvou make a computation of the total average?

This is the average per well, as I understand it. Of the
total average?

Yes, sir. You testified vesterday, I helieve, just to

re fresh vour recollection, that Continental wells averaged

during the month of November 282 pounds?

And in December, 273 pounds?
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Yes.

What is the average for Caulkins for that same period?

I don't have that number.

What is the average for Southern Union Procduction for that
same period?

I don't have that number.

You didn't choose to compare the pressures in the system?
No. Be glad to make that computation. It is not tough.
You add them up and divide by the number of wells.

You agree that just changing the pressures shown on your
exhibit, the average would be somewhat lower for both
Caulkins and Southern Union?

Average?

Average.

Yes, we have testified to that fact.

Let me back up here. If we are talking about
Production Company wells on the tor end of the Ballard
System, yes:; if you are talking ahout Production Company
wells in the papa¢ito area or Jicarilla area, why the
Continental wells are--no, I'm not ready to agree that the
Continental wells are particularly facing a higher
nressure than those same groupr of Production Company wells
are. They are all feeding the same svystem.

When you are talking about the same aqroup, are vyou talking

about the Pictured Cliffs or the Taraci+o?
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I am talking about the South Rlanco-~Pictured Cliffs wells.
This system is still called the Tardcity or Jicarilla
systen,
The Navaijo Indian wells are in the Ballard system and have
lower pressure; 1s that correct?
Yes. Let's look at that exhibit to see we get this matter
straight here.
0.XK.
Exhibit 3, the Caulkins wells, feed the Jicarilla system--
rardon me--the Continental wells feed the Jicarilla svstem,
and thev do exhihit nressures in tie range of 232 and 273
for +ne months of November and Decembier,

The Southern Union Production Comnany wells that are

1 named Jicarilla wells, there are probably 20 of them or

o)
)

25 of those, are in the same Jicarilla system with
Continental wells, and their average rressure for the monti
cf Wovember and December would be at least as high,
possibly higher, than the pressures at which the
Continental wells are flowing.

Tell me, Mr. laseltine,--

If I mav, we haven't finished what vou bhbrought un here on
this exhibit, the Navajo Indian wells belonging to Southery
Union Production Company produced to tihe low pressure
systems as to the Caulkins wells and the average producing

.....

nressure on those wells, hoth Caulkins and the Southern

S
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Union Production Corvanv Navajo wells would be a lower
preassure for the months of November and December than the
comparable nressure for Continental and Southern Union
Production Companv Jicarilla wells.

It is vour testimony vou are furnishing different facilitie
for Continental and Southern Union than you are furnishing

to Caulkins and the Navajo wells cperated by Southern

nde

Union.

Different facilities?

Yes.

Yes, we are furnishing different facilities.

Now, if vou were reaquired or if vou did reduce the
pressures available to Continental 0il Companv to the 200
round area vou would ray no more for the gas, would you?
No more than the nrice naid?

Mow?

As long as they are in the 209 to 300 pound bracket thev
get a price.

If vou got 299 mounds, vou are paying the same price as if
vou had 210 pounds?

That is right.

A 20 pound reduction in pressure wouldn't make a difference
in price of the gas?

Only if vou are dropving from 270 to 210. If you are drop-

ping 350 to 240--

Ul
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It makes a difference?

I think probably Continental has still one or two in the
300 pound bracket., I see a November reading of 300 on
several of their wells.

Now, referring to your next exhibit, Exhibit No. 4, did vou
average those pressures?

They were done under my supervision.

But you didn't make an average for each of the operators
involved here, did you?

No.

Wouldn't that be a significant factor in dealing with
different operators as vou were doing in this field?

The reason I developed some averages for Continental was nof
to compare at that point the difference bhetween their
pressures and some other overators. The purpose was to
show the continued decline in pressure and volume that is
occurring in production from their wells.

We will come to velumes later, hut we showed from, on vour
two months, two reading pressure drops of about ten pounds
on Continental wells; isn't that correct?

Yes.

At the same time, would vou agree, that Caulkins shows a
drop from 201 pounds to 1942

Well, that is possible. I would just have to add those two

columns, divide them out, and see.

—gt
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If we had averaged that, would you say that sounds reason-
able?
It sounds reasonahle. I am not going to argue that it is
wrong or right.
So we still have a pressure differential between the two
operators?
Yes.
Now, on Exhibit No. 5, which is the production for 1971,
could vou estimate what Continental 0il Company's
production would have been if the pressures had been the
same as those afforded to Caulkins?
No, because we have dropped the pressure substantially on
Continental wells and production is still falling.

2s I testified vesterday, I don't know whether it is
going to bottom out.
Would vou agree that with reduced pressures Continental
would have produced more gas?
That ig nrecisely just what I just got through testifying
to. We have reduced the pressure itself,
Thev have nroduced more gas, have thev not?
More than what?
More than they were producing before vou reduced the
nressures?
No. MNovember was more than they produced, let's say last

January or February, hut December, with a still lower line
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nressure, was less than they vroduced in November.‘
Now, let's skir over to Exhibit No. 7, Mr. Haseltine. Just
what do these figures reflect? I don't guite understand
vour exhibit here.
These are the davs that we provided a market for the wells
indicated in the tabulation.
Now, if vou say a well was on the line thirty days, whether
it produced any gas or not, you considered it on the line,
fed to your facility, and the well was exposed to vour line
If it was on the market it got logged in with thirty
rroducing Adavs,
If it was buckino a 4N0 pound pressure and it had 450-pound
well-head pressure of its own, it was producing?
Well, if the chart was marked, it was producing.
If the chart weren't marked, did vou consider it producing?
If it was oren to our line.
That was a producing dav?
That is right.
Without one iota of gas going through the line?
That is right.
I see. Let's take vour two exhibits, 6 and 7.

Now does that actually show there was a reduction in
production from Conoco's wells?
Six and seven, ves.

Did vou take into consideration in vour conclusion that

*~J
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Corntinental nroduction went down the number of producing
davs allocated to Continental?

A Which exhibit are we talking about here?

0 You have your nroducing days on Exhibit 7, and you have got
vour production on Exhihit 6.

A "Well, no, not for the same time pveriod,

MR, PORTER: I helieve Exhibit 6 shows the first two
weeks in January, rerhaps.

Q (By Mr. Kellahin) Let's go back to Exhibit 5 then. Now, have
vou computed the number of producing days? You haven't
made any comparison of production days against production,
have you?

2 You are going to have to tell me which exhibit. I have on
some, I have not on some.

Q You show me an exhibit vou have done that on.

2 Let's take Exhibit 6.

Q All right, sir.

A Thev had 1,957 Mcf per day. That takes into account days,
for the chart of January 1, and on January 9, they had
1,254 Mcf's per day.

That takes into account the days.

0 This is an average of the production; isn't that correct,
is that what you are talking about?

A That is a ner well--pardon me--that is a per day total for

Continental's leases.
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How do you arrive at a per day total?

Per cday average, pardon me.

Per day average.

Right.

And if Continental wells produced 29 davs, you would have
the average for the 29 days; is that what you are saying?
We are talking about Exhibit 6, we are talking about seven
producing davs in one column and eight in the other.

You averaged that seven days and the eight days?

Right.

Now, you didn't use this average for all of the wells:; isn'
that correct?

For all of the Continental wells, ves.

And all of those on Exhibit 6, you show only Continental,
you show all of the other wells, too?

I show all of the other wells.

You would have to take your average per well day and divide
that bv the number of wells, would you not?

All right. You could do that.

Yes, sir.

I did not de that, but you could.

You did not do that?

No.

If you did that, would vou agree it would not reflect a

reduction in Continental production?
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On a per well basis?

On a per well per day basis, that is right.

There would be a small increase, hut let me point further
here, because we testified on exhibit--is it nine?--that
has got the pressures on it. No, Exhibit 4, that the line
pressure from that first chart period of Exhibit 6 dropped
11 pounds, so what I testified to on an average day showed
a very small, from a 1,957 Mcf per day to total, the 1,957
Mcf total, very small decline.

What vou are saying if you divided by the number of wells,
it would have shown a slight increase in those two chart
periods?

That is right. There was an 1l point dror in pressure to
which these wells were producing.

The significant thing is the size of the pressure drop
as compared to essentiallyv no change in flow rate from the
Continental wells, whereas there should have been an increa
You should have made such a computation for the month of
December to compare it to these two 7 and 8 day periods?

Divided all of the way down to per well day?

No.
vou don't now whether actually on a per well basis there

were reductions on the increase, do you?

Well, I think I do, but I'm not going to say that I do.
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You think vou do?

I think I do.

You don't want to testify to it?

No, sir.

Now, turning to Exhibit 9, that shows only Continental
wells; isn't that correct, that is Continental wells, and
that is all; is that correct, Mr, Haseltine?

Yes, that is correct.

Now, the last one on the list, Lease-9, that is onlv a one
well lease, is it not?

Ves,

It shows an increase in production from 47 to 48, from
January 1 reading to Januarv 9th reading?

Yes.

Let's go hack ur to other leases, the J lease, for example.
Didn't that show an increase in rroduction?

Yes.

An increase of two lcf's per day?

Yes, sir, 26¢ worth of gas.

Yes, at vour rates. On the L lease, the is 38 Tef
increased to 46 Mcf rer day?

Ves

That is a few cents more?

That is $1.35 more.

Over a period of time, though, that could amount to a
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considerable amount of money?

VYes, 1f it had held un.

There was an increase on in-weeks?

Yes.

But vour testimony is wvour production declined. That was
the nurrose cf vour exhibit, was it not?

Wait a minute. Did you give me the exhihit on the i Leasel
The M?

The M Lease.

The N~ILease, I should have said, shows an increase.

The N-Lease went up two Mcf's.

Yes, sir.

So, we could show a total increase of 12 Mcf's per day on
those three wells on 15-20-31, 12 "cf's per day.

But vour testimonv is nroduction declined during this
neriod?

Again, I pointed out that with an 11 pound drop in pressurd
there was no substantial increase or response of the wells
to an 11 pound drop in prressure.

Would vou expect a substantial increass con an 11 pound
drop anvwhere else in the Pictured Cliffs Formation?

There will he some response. If there is going to be any
for 111 rounds, there should be some for 11l.

On a ratio of 11 to 111, is that what you are talking abouf

Well, over a relatively small range, it is a directly
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QO

rroportional thing, that is right.
Do vou know whether or not this is proportionate to the
major drop you made in vour line pressure; have you checked
that?
Pardon? Is this proportionate to the 11 pround drop? We
showed an increase in that proportion as to the 111 pound
drop vou referred to.

We don't know what increase is coing to come out of
111 or 150 pound drop, because, as the exhibits have shown,
from the time of October, November, and December on these
volumes are generally falling off.
Mr. Haseltine, you will admit that your Exhibit 9, while it
doesn't show any substantial increase, does note an increas
in Continental's production; does it not?
Yes, and there is another thing we need to point out here.
The production is up and down on a given well, not only as
a function of line pressure, but a function of how the
operator is cleaning that well during that particular chary
reriod.
You don't know anvthing about that either, do you?
We have a witness who will testify to that.
Now, referring to Exhibit No. 10, are these pressures

taken at the chart meter point on the Compression Station?

Yes.

Well, now, in January of 1971 your pressures at that point
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exceeded 600 pounds, did they not?
You mean on those two peaks?

Yes, sir.

That was what was reported on our pressure information from
the field that was plotted here. I don't understand that
at all, and I really questioned the accuracy of that, bhut
that is the information that we had to hase it on, so we
rlotted it.

Did it--again over in May, it went to 590 pounds?

It shows 500 on that one day. I don't know what happened.
Maybe the compressors were down, or something else.

In general you show ranges during August and September fron
350 to 400 pounds. That is when vour compressor was being
reraired; is that correct?

That is when the construction work was underway, right.
But if we come back over into the months of July and June,
vou were still operating at pressures hetween 300 and 400
rounds a substantial part of the time?

Right.

How, what were the pressures in the Ballard line during
this same pveriod?

I don't have the Ballard check meter plotted.

You don't?
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No.
What were the pressures in, I helieve vou call the Lowerie
line, going to the north?
Lowerie.
That is Exhibit Mo. 11?
Yes. Well, in the early part of the vear, they were running
about 170, 175.
In mid-vear tiey got up to 250, with peaks up to 400.
I believe those are the same time periods you were
talking about earlier.
But in general during the months of January, February, HMarch
they were in the range of 175--
Yes.
--pounds, as compared to a range of 300 pounds on the east
line?
Right.
That is a substantial difference in pressures, is it not?
Yes, that is a substantial difference in pressure.
My . Haseltine, I want to talk with vou some about Exhibit

Mo. 12.

3

I am not sure I understand exactly how you constructed
this, but it is my uncderstanding of vour testimony that yoy
take vour market recuirements and vou allocate them to the
producer connected to your system; is this your testimony?

That is about correct. 2t the first of the vear we
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estimate our market, and then allocate that down on a pool
basis.

Then when vou get to a pool level with that estimated
market, you svread that out on the Commission formula of
ASAD's to each well,

Now then as the vear progresses and our market, which
has bheen estimated on the monthly hasis for the vyear, provd
to be either high or low, we continuallv correct that so
that our market recuirements continuallv correct back to
the actual production to thie end that at the end of a vear
our nmarket reauirements, with minor exception of adjustment]
that haven't come in yet, turns out to be with the field in
total produced.

That becomes the allocation from this Commission to the
pool; isn't that correct?

From the Commission to the pool?

Eventuallv it becomes the allowable for the pool, does it
not?

Well, the Commission--

I mean, assuming you are the onlv operator in the Pool, I
am saving--which you aren't, of course--but let‘s assume
for the moment vyou are?

Well, there is the theory of the proration svstem they use
that continually corrects from the nominations or markets

system back to actual take, that is correct.
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Q

Are you testifying that you make the allocation to
individual operators; is this vour testimony?

For the purpose of our dispatching the various wells we
have to make some sort of an allocation of ocur market to
the individual wells because, contrary to the assumption wd
just made, we are not the only taker in the field.

Yes, sir. Now, on that basis, do you operate the wells on
your allocation, or do you operate your wells on the
allocation that has heen made by the 0il Conservation
Commission?

We consider both. We know that none of the operators like
to have allowables cancelled, and we try to operate in such
a way that thev don't.

We try to keep the total allocation in a given Pool
spread out on what we have taken out of the Pool because iff
is our obligation to take ratably as to our own needs, not-
as to some other taker in the Pool, but we do consider and
use every month the proration formula and allowable
established by the Commission.

Of course, particularly the amount of allowable may bdg

subject to cancellation.

Do you have a take or pay provision in yvour contracts?
There is a take or nay provision in most of our contracts.
There is one in Continental 0il's contract, is there not?

Yes.
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Q

Now, vou do recognize the Commission proration system,
which is hased on 25 percent acreage plus 75 percent acre-
age times deliverability?

Yes.

On that basis, how do you arrive at the allocation to
marginal wells in this Exhibit No. 12?

We allocate for the purpose of marketing, using the D's
that are also on file. If a well has been marginal and
normal, there is still a D on file. Now, if it becomes
exempt, we use the last p and 1's, of course, this accrues
to the benefit of the producer who has the exempt marginal
well.

Did vou do that on the Continental wells on Exhibit No. 127
Yes.

You sav that Continental is entitled to, I believe, 13
rercent of the market?

You are talking about which particular year?

Well, I don't recall what vour testimony was. You said
that Continental was entitled to 13 percent of the market
and thev got more than that. I don't know which year vyou
were testifving on.

I don't believe I said that they got--tney were entitled tqg
13 percent and got more, because the only year in which
their number is 13, they got less.

And how did vyou arriw at that 13?
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As I have just _said, with taking into account the A & I's
of all of the wells in the Pool, and are continued, correc-H
ted estimate of the market.

Now, Mr. Haseltine, didn't vou in fact on Continental's
wells look at the proration schedule and see what their
allowable was?

I have testified we used the allowable on all of these
wells.

I am talking about on this computation, did vou not use thd
allowabhle as reported by the 0il Conservation Commission?
No.

Rather than compute a theoretical allowable fuel on the
basis of deliverabilitv?

No, we spread it ourselves.

You snread it on the hasis of the Commission formula?

On the hasis of their formula, right.

If the Continental wells were unable to produce any gas at
all would their fair share of the market he zero; would
thev still have their fair share on your computation?
Well, if their wells were unable to produce at all, I would
hate to try to serve anv part of the market from their well
wouldn't you?

Yes, sir, I would.

So their fair share of the market would be zero.

So, if they are onlv able to produce as marginal wells, is

S,
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their fair share of the market what they produce or what
you compute thev should nroduce? I am trving to find out
wnat yvou used in this exhibit,

It comes back to this for a well that will not make either
its allowable or its allocated share of our market. It
ends ur staving on the line all of the time.

That is the figure then you have used on Exhibhit 12, that
is what I want to know, when vou say what their share of
the market is.

As to the market requirement percentage.

Yes, sir.

We are not talking about actual production percentage.
No, sir.

We are talking about market reqguirement rercentage.
Right.

What they have computed in the original allocation as to
their share.

Yes.

Is based on their AS & AD.

You are saving thev are entitled to 10.83 in 1969.

Yes.

And they actuallv produced 13.1 for 75 in 15697

Yes,

Do you know ﬁhat proportion of acreage Continental has in

this Pool?




usainiy-meigl o

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.¢ P.O. BOX 1092 PHONE 243-66910 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLOG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE]: 34

O

Proportion of acreage?

Not offhand.

Would you agree they have 26 percent of acreage?

In this Pool?

Yes.

No.

You wouldn't agree to that?

No, bhecause this Pool is verv, verv large, and Southern
Union CGas Company only takes gas from a small part of it.
Now, on their deliverability, what percentage of the
deliverability do thevy have?

0f the total Pool?

Yes.

I don't know, very small portion.

You didn't compute that either?

You are talking about Pool gas? I think I have just got a
little fraction of it.

I am talking about Southern Union's system only.

I didn't understand it that wav.

What percentage of acreage do they have that is connected
to vour svstem?

Prohahly about 26, sounds like a good number, it would be
30-120ths.

Thev have 25. percent of the AD factor in the Pool?
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I do not know. I would have to tally that up and see.

You didn't make that computation in arriving at this 10.33
figure?

I didn't specifically make that computation myself, but
this allocation which is made under my supervision, I am
sure somebodv in the office did make that calculation.

What figure did vou use in arriving at 10.83, Mr. Haseltine

)

The A & AD, as applied to their wells, applied against our
estimated market. Our estimated market corrected to
production entitled them to that 10.83 percent of the
market.

Did vou consider their A & AD's?

Yes.

You did consider, if I am correct, the fact that they had
225, percent of AD's in the Pool, if that figure 1is correct|?
Yes.

You did take it into consideration?

Yes.

You arrived at kind of a figure?

That 1is right.

Now, what constitutes a marginal well in this Pool?
One so clacsified by the Commission.

How did it get classified by the Commission?

It wouldn't make itg ailsovable.

Wwhy do wells not make their allowables?
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Many reasons.

Name a few.

One of them, the one vou like, is high line pressure.

Yes.

Wells that are watered out, they are not kept clean. They
log off. Wells that are just very poor producers to start
with, such that for some reason thev got an allowable that
they couldn't make, we have got wells like that in every
pool in the San Juan Basin connected to everybody's system
in the San Juan Basin.

You have got wells that water out?

Some of them water out, but will never make their
deliverable high pressure system, low pressure system.

You mean the high pnressure igs a factor; who controls the
line pressure?

The purchaser.

The nurchaser does. Now, vou say that can make a well
marginal?

Jjo, I said “could make a well." 1ot "make its allowabhle,"
ves.

If it does not make its allowable, it is a marginal well?
That is right.

So high line pressures can make a well marginal?

They can make a well he changed in status.

Yes, sir.
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To a marginal well, but, you know, when the next team comes
around and a deliverability is calculated, if I am not
mistaken, the Commission takes that new deliverabhilitv test
into account again, and they may choose to reclassify the
well.

Certainlyv the operator under Commissicn rules has a
right to come and ask that a well be reclassified if he
thinks it is improperly classified.

This is what we are talking ahout here, we are asking
wells be reclassified.

Then vou have a marginal well, how do vou produce it?

It stays on the line all of the time, essentially all of
the time.

Regardless of line pressure?

Yes,

If vou let vour line pressure go up to 500 pounds and we
didn't produce anvthing, bv your definition, you would stil]
be taking care of that marginal well?

If we let our line nressure go up to 500 rcunds, I am sure
that Continental would come to us and read the contract to
us.

Yes, sir, and thev have not done so?

We haven't let the pressure gc up to 590 pounds.

I am talking about have they not talked to you about the

contract?
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No, they have télked about their complaints'and wanted
relief outside of the contract.

Well now, our contract says you can go uv to 600 pounds?
Yes.

We can still talk about 500 pounds and be within the
contract, can't we?

We have got to be careful that we don't find ourselves
talking about one part of the contract and ignoring
something else such as a provision we have got to provide g
line pressure that will allow 80 percent of the wells in
any given pool to vroduce.

Your operation when vou have a marginal well on the line,
do you in fact consider that well as bheing taken care of?
If it is on the line?

Yes.

It is essentiallv all of the time, ves.

You feel no obligation to reduce vour pressure in any area
to get the well back on a one marginal status?

We feel no obligation to run out into the field area where
there mav be a particularly weak well that won't produce,
and at substantial expense do things that are not required
under our contract agreement with producers to install a
producer to serve that one well.

Continental has 31 marginal wells:; isn't that correct?

I think that is right.
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All classified marginal. Are those wells in fact marginal?
If they are so classified, they are.

They are marginal, so all you have got to do is leave them
on the line regardless of pressure and you have done your
duty?

No, we have to leave them off thie line, and compression has
to be that in accordance with the agreement between ourselv
and Continental.

Now, Mr. Haseltine, are vyou familiar with the Common
Purchaser Act, State of New Mexico; have you ever read it?
Yes, I have read it.

It requires vou to take ratably from all of the connections
to which you are connected, does it not?

That is right, and I will have to say that anything I say
in regard to the Common Purchaser Act, you are asking an
engineer to testify in matters of law, and I consistently
get guidance on these matters from our legal staff. I will
be glad to tell you what I think it says.

Let's say what the contract says. You testified on the
contract?

Yes.

It save you will take ratably with the other producers to
which you are connected?

That is right.

If vou consistently maintain high pressures so that the
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Continental wells cannot accumulate underproduction for
which yvou would have to pay, have you taken ratably from
Continental, as oprosed to other operators who are in a
more favorable situation?

Again, vou have got to read the contract in its entirety.
The ratabhility clause does not stand alone nor does the
pricing clause stand alone; nor does the pressure clause
stand alone. Tﬁey all have to be read and understood
together.

The contract is one instrument, and this is the way
we read and understand the thing, and in the light of my
understanding, we have taken ratably with Continental.
Now, Mr. Haseltine, vou heard the testimony yesterday to
the effect that when vou reduced your line pressures, 12
of Continental wells were able to produce an allowable thaf
would have been assigned to a non-marginal well?

Yes, I heard that testimony.

Do vou disagree with that testimony?

No, on a short—term basis thev have rroduced as was testi-
fied.

But vour line pressures for those wells were prior to that
date marginal wells?

They were vrior to that date, thev were marginal wells,

that is right.

Ir. Haseltine, the Commission has adopted its Order No.
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1670 under the terms of which it allocates production of
this Pool.

Under the statues it is directed to, allocated on the
hasis that will enable each operator to recover his fair
share of the market.

Now, nursuant to that they have made an allocation to
the South Blanco-Pictured Cliffs Pool. If Continental
wells are in fact, and at least twelve of them have Dbeen
shown to e non-maraginal wells at reasonable line pressures
then thev must be reasonable or you wouldn't have put then
in.

Haven't vou usurned the Commission's authoritv in
controlling the production from those wells in the rvast?
VYou are going to have to give me that again. I didn't
understand that.

Can vou admit that the Commission allocates on the hasis of
correlative rights? You understand the term, do you not?

Yes.

You have hy your pressures made Continental wells marginal
wells in the nast?

Mo, I haven't testified that we have done that at all.

But vour line pressures did in fact keev them in marginal

status?

I wouldn't agree to that necessarily at all, either.

7ell, do you disagree with the conclusion made by Mr. Matte

S
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yvesterday that the reduction in line pressures enabled 12
of their wells to become non-marginal?
They are not non-marginal until the Commission classifies
them as such. Thev mav not remain non-marginal if theyv
fall off after that short-term compreséion test.
what did the compression test have to do with this?
Well, if I understood his testimonv, the compression test
was the tvpe that was used to develop this high rate of
flow that resulted in wells possibly being classified non-
marginal. That is not correct.
That 1s not correct. Mr. Haseltine, do vou not recall a
series of six exhibits? We have had three points on them,
the mid-point being the production after vou reduce your
line pressure?
I remember those.
And in twelve instances Mr. Mattes testified that noint
would he above the allowable in this Pool?
In twelve instances?
Yes.
He only had six charts.
I understand, but his testimony was twelve wells were
carable of doing this.

Do vou not recall that testimony?
He kind of lost me in there.

Yes, sir.
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There mav be twelve that have flowed at rates that if the
rates are sustained would be non-marginal wells.

This had nothing to do with the well tests we are talking
about?

If they were not under this compression test, then, no,
thev would be tied to the fact that we lowered line
pressure.

By lowering the line pressure you gave us twelve non-marg-
inal wells?

I keep trying to get this point across. I am not satisfied
they are non-marginal after they are on the line three or
four months.

Three or four montis would create some underage?

That is right, depending on if the Commission reclassifies
it, how thev keep books.

How long does a well have to produce to remain on a non-
marginal status; how is it classified?

If it makes its allowable once, I helieve, during the
balancing period it is subject to being reclassified.

One month?

I believe that is right.

It remains in a non-marginal status until the next
halancing period; is that correct?

Right.

There again, if it makes it one month, it remains on a
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non-marginal status through that period?
That is about right.
Now, Mr. Haseltine, let's look at Exhibits 13 and 14. Thos
are vour rressure gradients?

I believe vou have made these on a different scale,
haven't you?
Yes,
Why did you do that? They are the same, purport to show
the same thing, don't they?
Yes, they do.
By putting them to the same scale to make them look as
though the pressures were about the same on the two systems
don't vou?
No.
No?
I don't believe anvbody looks at the graph without looking
at the numhers along the edge.
Iet's look at the numbers along the edge. You show on
Exhibit 13 that you start with a pressure of 200 pounds.
2ctuallv, that should have been 215, shouldn't it?
On that narticular day the pressure that was reported in to
us was 219,

I would be glad to change it to 215. This makes this
thing a little more favorable tec me.

You show a very high pressure gradient to distance of--are
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these mileg?

Six miles, six and a guarter miles, roughlyv. The pressure
gradient moves up nrettv rapidlyv, does it not?

That is right.

Ts that the two 12-inch lines vou have?

That segment in there between mile post zero and mile rost
section .5, or whatever it is, includes the two parallel--
twelve goes a little bit bevond the, presently goes a littl
bit bevond the point of tie~in of the new--

How do vou account for the high pressure gradient on that
segment of the line as compared with the remainder of the
line, which is a smaller line, is it not?

Yes. If you refer back to Exhihit 1, vou will find that
six and a quarter miles puts you hack out to about the
middle of the Continental J-lease.

Now, bevond that point vou have got several branches
that begin to come into that system.

You have got one from Township 26-5 to the north, and
you have got a complex from 26-4 that feeds into the
system that turns south into 25-4, and that system in 25-4
is one that is plotted here on this graph, so what vyou
actuallv have in this segment there, that last six miles

leading into the Dogie Canyon Station, you have got a

merging of a member of the gathering bhranches, and so the
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0 Do vou mean those marginal wells, Continental wells in the
J-lease are accounting for a good portion of that; is that
what you are saying?

A No. Those Pan-Am wells in there are accounting for a good
portion that have--

0 The Pan-Am wells are where?

A In the northwest quarter of 25-5.

Q And they are another five or six miles up the line, aren't
they?

A No, thev are right in there in the segment we are talking
about.

0 In the northwest quarter of 25-5?

A Yes. Continental also has some pretty good

0 They are going in tihie same line?

A Wwell, ves.

0 Do vou have any connections between the Continental J leas%
and vour Compressor Station to any other source of supply?

A No. I will have to answer that guestion, again.

0 Do vou have anv connections to any other source of supply
in that segment between the Continental J lease and the
Compressor Station?

A Not between the Continental J lease, but in the same area
with the J lease.

0 And to other orerators as well as Continental?

gradient the last few miles of line is higher.
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Yes.

That would also help cut that pressure gradient?

Yes, all of the gas that goes into that system has its

effect on the gradient.

Now, did you make a similar study of the pressures on the

Ballard line?

A
No.

You did not? Did vou make, did you make a similar study of

the pressures on the Lowerie line?

Yes.

It did not have the same pressure gradient?

No, it does not.

I believe vou testified vesterday that the per mile

gradient was about four pounds on the east line of the

Jicarilla svstem?

Yes, on mv data, if we change that left
instead of 200, it would be about tiree
You testified, I believe, that anything
wouldn't flow?

You can get it down to zero and the gas
But you have to have some differential?
You have to have some differential.

You have about two and a half pounds on

Yes.

number there to 215
pounds.

less, the gas

won't flow.

the Lowerie line?

You could operate tihis line on two and a half pounds, too,
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could you not?

Given proper expenditures of money, you could operate it on
wo and A half, mavhe two.

Now, wouldn't this indicate that vou should lower the
discharge pressure at the Dogie Canyon Station where it
enters vour compressor?

Lower it?

Yes, sir, to get a lower pressure gradient here.

ILower the discharge npressure?

Well, the intake pressure at your compressor.

Suction pressure?

Your suction nressure, on the first stage there?

Yes, that wouldn't change the gradient,

It would not change the gradient?

No.

It has the same aradient all of the way through?

If the wells respond with more gas, you would have a steep-
er grade.

Now, does this, these two exhibits, indicate you are
furnishing the same facilities tc all of your procducers
connected to your system?

We haven't testified that we are furnishing the same
facilities to all producers.

You are not?

No.
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Now, the Largo line pressure line does not in any way
connect with this East system, does it?

Not until tne East system has been discharged.

Into the compressor?

At Dogie, right.

Now, vyou introduced, over obhjection, I might add, the
contract vesterdav which was with Humhle ©il & Refining
Companv, That is the contract under which vou are taking
Continental 01l Comranv's gas, 1s 1t not?

15 correct.

T

Tha
You have a nrovision in this contract governing the nrice

whilch has a sliding scale on it related to line pressure

?

S

Do vou have a similar rrovision in your other contract,
In all of this in the Jicarilla system.

All of them in the Jicarilla system?

I am making one exceptiocon there. The Aztec contract pre-
dated that, but their contract is tied to the prices paid
to the other producers there to see they get the effect of
it.

0.K. low, vour exhibit shows that vou are paying Exhibkit
16~-I am referring to at the moment that vou are paying
Aztec 13.3¢ in December of 1971, with the exception of one

well, vou are paying 13.87
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Yes.
Actuallyv, that is probably 13.25; is it not?
It is 1325 plus some tax Yeimbursement.
Now, vou are paying Continental 0il Comrany 13.3¢ in
December with the excention of a couple that vou are paying
13.¢82
There are about four that we are maving 13.8 on.
So vou are paying Aztec and Continental substantially tle
same price?
Yes.
You are raving Caulkins Production Comrany thirteen cents?
Yes.
What 1is their reimbursement: what are you charging them
for compression facilities?
HNothinea.
Nothing. You are furnishing tihat to them for free?
Well, not for free.

It is reflected right there in the price.
So you are saying then that the difference between 13¢ and
13.25 justifies yvou in treating Continental's wells as you
have treated them?
Well, aprarentlv both parties to the contract thought so
when it was written. They all signed it.
I am talking about today.

Nothing confusinc about it. I think that it is still
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justified.

You think it is justificd?

Caertainly.

Actually, vou are raving now on most o f those wells 13.25
and not 13,37

13.25 plus tax reimbursements, which gets you up toward
13.3. I am not sure what the decimal is.

Your contract says 15¢ less the compression charge. Now,
the tax reimbursement is something else again.

The contract does speak to tax reimbursement.

You are paving tax reimbursement on all of your connections

are you not?

You are not?

No.

You are not making a reimbursement to the Caulkins?

To Caulkins?

That is the only one?

Mo, it 1is not the onlyv one.

What others are you not paying tax reimbursements to on
vour Exhibit No. 16?2

T don't believe that McDonald is getting it on their four

—

wells.
If they are getting it at all, it is so small it

deesn't reflect when rounded off to a tenth, and the




SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

NEW MEXI|ICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

209 STMMS BLDG.eP.O. BOX 10920 PHONE 243-866910 ALBUQUERQUE.

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE 12

Navajo Indian well of Production Company--I don't think
they are getting the reimbursement because their
reimbursement on a 13¢ price run is just a little over half
a tenth, so it would always round up to 13.1, and I am just
not real positive about whether we are payving tax reimbursd
ments to McDonald Production Company on those Havajo wells
or not.

Now, vour qguestion, of course, as asked is whether or
not we were paying prices without tax reimbursement to the
other operators.

We are payving prices without tax reimbursement to many
operators, but I can onlv speak as to the South Blanco-
Pictured Cliffs Pool as precisely as to Caulkins' system,
I am just not real sure about the McDhonald or the Syp
Navajo wells.

Is this the price you are paying in the San Juan Basin for
Continental wells?

For what kind of gas?

For gas?

No.

No?

No.

Are you purchasing--is it vour testimony you are purchasing

from wells in the San Juan and Rio Arriba County at
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Q

higher vnrices?

Yes.

Now, under the terms of your contract at page 10, you have
a provision on minimum purchases. I think you said vou
have to take 80 percent of the well's capability; is that
correct?

No, that is not correct. That is not correct. What is
correct, in our opinion, is the take provision.

Yes, sir. Turn to page 10, and I would ask vou to read thd
first portion of sub-raragraph A under Section 1 or Section
2 of the Minimum Purchaser Provisions.
Sub-paragraph 2 of Section 2?

Yes, sir.

That is not the take or pav clause, vou realize.
No, sir.

Article 12, Section 2, sub-paragraph 2. We will start
there with Section 2.

"Buver agrees that he will take gas from each well nov
or hereafter located on the subiect lands and connect it td
gathering lines at least ratably with its taking from all
other wells nroducinc from the same hori~zon on the subject
lands or in the gas field in wiich said well is located, afg
such well mav hereafter from time to time be enlarged and

extended, which may from time to time be connected to

buyer's gathering lines, it being understood and agreed,
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however, that in complving with this ratable purchase
undertaking may by prorating its withdrawals between wells
on any - b&81i8 yhich cives reasonable effect to the fact”™
ors, Aamong others of open flow capacity, bottomhole
nressure, and the size and shape of the drilling unit, so

long as the method of proation emploved is uniformly

applied by buver with respect to all of the wells on tie

subject lands and all wells in the gas field in which
seller's wells are located from which buver is purchasing
and/or producing gas from time to time, adjustments to
effect such ratable purchases ... . to he nade between wells
at intervals of not longer than six months.”

Does that section give anv weight to the price you are
raving for gas?

Where?

Continental 0il Company.

Yes. That section gives considecration to the price you are
paving to take ratably with all other producers.,

Where does it say that?

Oh, all right. TIet me back up a minute. What was your
cuestion again?

My guestion was, vou have said that differences in
‘facilities you are affording is related to price.

Where in this contract does it say vou can take that

into consideration when vou agree to take ratably from

4
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Continental 0il Company?

Well, the whole contract reads together, including our
right to operate our Gathering System at pressures up to
60N pounds.

I am talking about ratable take provision, Mr. Haseltine?

I vnderstand that you are, but vou can't separate that out
and make it stand on its own.

In other words, vou cannot contract to take ratably without
modifying it?

As long as the ratable take provision is there in a contrac
that includes provisions, other provisions that have all
got to be read together.

What provision would vou like to read with this?

We woulc¢ have to start with where it says "Natural Cas
Purchase Contract," and end where it says "signed,” by

some vice nresident.

You haven't put your finger on anvthing that modifies this
section; can vou do so?

I don't mean to be flinpant, but the entire contract itself
pressure, pricing, provisions, all reads together, includ-
ing we have a provision as to disconnection, this sort of
thing. This has to be read together.

Can you point to anything in the contract specifically

which modifies vour agreement to take ratably from

Continental oil wells?
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Let me just point this out: that the contract itself has
to do with the provision we have just read, speaking in
terms of taking ratably, and it says we can-'give reasonble
effect to many factors, among others--
Does it say price?
Well, "other factors" includes price, does it not?
Does it sav price?
Not specifically.
Now, this sub-section B provides that if you do not take
gas from the seller's wells and drainage occurs, you will
disconnect or release from the contract acreage; isn't that
correct?
Well, tine sub-section B does pertain to that, that is right
Has such a demand bheen made on you?
Yes.
Now, the contract does provide that if we have under
rroduction, allowable under production, which vou fail to
take, you will pay for it, does it not?
Yes, Mr. Kellahin, I would like to answer that question a
little while that vou were talking ahout, anything modifying
that ratahility take.

That sentence didn’'t end where I stopped reading,
merely the sub-section ended.
Yes, sir.

If vou go on down that sentence doesn’'t end two-thirds down
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the page. It savs, "Price~-" however, there are some
rhrases in there that modifv that ratability taking.

Did any of them mention price?

Mo, thev mention compliance with the New Mexicao 0il
Conservation Commission jurisdiction.

This is exactly what we want vou to do, Mr. Haseltine.

3e glad to.

You have to either take or pay the allowable assigned to
these wells,.

The take or vnav clause—-

Yes?

--—-53vs that we will take or pay for the extent, not in fact
taken, hut 3ix times the average amount of gas taken
monthly from 2aid wells. It is on a rer well bhasis during
the month of Decemher, calendar vear nreceding January and
Februarv of the current vear. It does not say that we have
to ray for cancelled allowance.

You have to take six times the December production?

Six times the average of December, January, February.

Now, there is a force in reserve clause which is common to
the contract which makes them subiject to all of the lawful
statutes and rules and regulations of the Governmental
Teorce?

here is a clause, hut there is nrobablv a clause more

]

[17]

pecific than that that saye this agreement is subject to
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the land laws of the land.

Well, it would have to be in anv event, would it not?

I would think so.

Now, on Exhihit 17 I helieve vou showed some contract pro-
visiens, did vou not, those are the contracts under which
vou onerated this Pool?

Those are the base contracts, ves, sir.

And all of them are an indefinite term, with the exception
of the McDonald Oil Company, T ‘think vou show hereon, and
Continental's oil?

That is right.

Had vou considered the nossibility of renewing Continental
0il Companv's contract at its exriration date?

Well, we have had it pointed out to us that, by Continentall,
that gas may well be withdrawn from us at the end of this
summer, and, of course, we considered it, hecause this is
my own personal obligation-to the companv.

So vou did consider the factor that Continental may not
renew their contract with vou?

Oh, they have pointed that out.

You testified at some length vesterdavy, I helieve, that
the compressor installation would be extensive; that is
correct, isn't it?

Yes.

Ead vou considered any other alternative than installing
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additional compressor equipment?

For what purpose?

To reduce the line pressures on the East segment?

Well, the normal way of reducing line pressure in any area
are either with vipeline or compressors, and the engineers
do, who do the srecific design consider both, and usually,
as is in the case in construction work we have been talking
about in this case, they use both, they use compressors, hp
and they use ripeline to lower pressure in the area,

I helieve vou testified you couldn't afford for the remain-
ing term of Continental 0il Company's contract to install
any additional equipment to lower this line pressures?

Not to specifically alleviate a problem that deals with gas
that is going to disappear in three or four years.

Such ecuipment would not be confined to Continental 0il
Company, though, would it?

MNo.

It wouldn't bhe for their sole benefit?

It would if we went in now and did some additional work.
You don't feel that you are penalizing even vour own Jicar-
illa wells?

We haven't had any complaint raised, anvone except
Continental.

Yes, sir.

Aztec 1is checkerbhoarded with them.
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You have interlocking directors of Aztec, do ycu not,
speaking of Aztec?

Yes, we do.

You control Southern Union Production Company, do you not?
The management of Southern Union gas is under Southern
Union Production Company.

You aren't apt to have a complaint from yvourself?

I wouldn't know why not. Those people have not ever held
back from fussing vet.

If you did install additional compreséor facilities, over
what period of time would vyou depreciate that?

Those things are normally installed and set up on
depreciation of about, I think, 10 to 12 or 15 vears. I am
just not real positive as teo that number. We are talking
about the gathering system?

Yes, the gathgring system.

Right.

This compressor equipment can be moved from place to place
as needed, can it not?

Well, at major expense, vou are talking about not skid
mounted units. You are talking about permarent installatio;
one with a lot of permanent piping and valving that goes
into these things.

Do you anticipate vou will continue to operate in the South

Blanco-Pictured Cliffs Pgool?

hSs,
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Yes, as long as gases are nroducible therefrom.

Your compranv today 1s making connections to other sources
of surply in the same area?

Yes.

Compressor facilities would be available for those
connections as well, would tney not?

If thev were installed now, and they became--a time arrives
wnen thev were needed for something ealse, thev could be put
hack into service to use for the sources vou are talking
about.

Tell me, doezs Southern Union need this little bit of gas
that Continental is producing?

Anv kind of a need for gas 1s whether it is used or any
otiier companv has a dollar value on it, as I think evervone
can well aonreciate.

Given a limit on the cost of gas to our line, vyes, we
can use additional gas into that system coming out of that
area, but evervthing has got a dollar top on it.

You are not meeting vour present requirements, are you?
Where?

tlell, for example, Kerr-McGee, or at the Public Service
Company of New Mexico?

Kerr-'cGee is certified to buy the gas we purchase from El

Paso Natural Gas Company.

Puhlic Service, ves, we are meeting our contract
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requirements with them.

You made a trade with El Paso for natural gas, didn't vou?
7e have some trades, but not for the nurrose of serving
Kerr -McGee,

Now, yvou recently made a contract to sell gas to L1l Pasc in
tne area involved in this Application, d4id vou not?

Yes, we made a contract to sell them some gas out of this
area. That account is subject to Federal Power Commission
arproval, and right at this moment, that looks like it is
not going to come.

What kind of pricing did vou apply for?

For a half cent above our cost of the gas.

Nineteen and a half cents?

Given a 15¢ cost, it was four and a half, about, above the
cost. That is what the nrice was.

I helieve vesterdayv vou testified that Continental 0il
Companv shouldn't he permitted to take a portable compresso
out to the field and thereby increase their Dh-factor, or
deliverability for the purpose of allowable; did you not
testify to that?

I don't recall exactly how my testimony went, but it was to
the effect that no one should be allowed just to run around
the field with a portable compressor and get a high test
run off down the road with that compressor.

If thevy are willing to increase and sustain a
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deliverability out of that well, that is fine and wonderfull
I would be glad for Continental to do that on all of their
connections.

Can vou point to anv single bit of testimony or any exhibit
we offered here which indicated we increased our D's bv
these tests?

That vou increased vour D's?

Yes.

By the test?

Yes, sir.

I think that the other witness testified to that.

Didn't vou testify that some went up and some went down?
Well, I thought the thrust of his testimony was that
generally thev went up.

Mr. Haseltine, just to refresh vour recollection, wasn't ne
talking about the cost or production, the flow rate from
these wells?

He was talking about that, but I think he is talking about
the D's, also.

But, vou are not positive, are vou?

Well, I am not positive as to his testimony, but as a
matter of fact, I think that the D's did go up as a result
of those tests, did they not?

As a matter of fact, Mr. Haseltine, they did not, and we

will be happv to put another witness back on to testify to
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that.

Fine.

I believe you will recall, will vou not, that the test data
the witness testified that the test data was not filed with
the 0il Conservation Commission until this hearing?

Yes, I remember that.

So, it couldn’t be used for allowable purposes?

So far.

So far?

Richt.

Mr. Haseltine, I would like, if I mav, to return to the
exhibits on the gradients on the two lines which are Exhib-
it 13 and 14 for a moment.

All right.

Now, on Exhibit 13, the Jicarilla line, would you estimate
the gradient on the first six miles of that line?

Oh, it looks like it would be fifty pounds in about seven
nmiles. That is seven pounds per nmile, maybe seven and a
half.

Now, are vyou using the starting point of 2152

No, I am using 200, which is my data.

Can you estimate the aradient on the first six miles of the
Lowerie line going to the north?

It would be abhout--oh, it is probablyv bcectween one and two

vounds per mile on that plotted one.
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The nressure gradient on the Jicarilla line, the first six
miles, is really closer *to ten than it is seven; isn't it,
or mavyhe I can't read vour granh?

No, I was using seven miles there, it is six and a half
nlus, and at seven miles vou are at about the 250 pound
level, 50 vou have got a Delta-T of 50 nounds in seven
miles. I said seven or seven and a half, give you half a
nound on it.

You sav seven and a half as against one and a half on the
other?

Yes.

That makes the hvdraulic gradient on the first six miles of
the Jicarilla line how much?

Whatever seven and a half is, about five.
The Lowerie and the Jicarilla, isn't this the same Jicarill
line vou said vou just finished looping with another well
line?

That is right.

What size loop would vou have had to install to give the
same pressure gradient as the Lowerie line?

I don't have a Panhandle Flow Line Formula with me.

You don't?

Mo,

You don't know it offhand?

It would have to bhe substantiallv larger than what yod

a
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you.

M

Mr.

installed, would it not?
I would imaqgine so, ves.

MR, KELLAIIIN: I helieve thnat is 21l I have. Thank

MR, PORTER: I think vou had the witness longer than

Jameson. Mavhe we can call him vour witness.

MR. JAMESON: I have one or two re-direct questions.

Porter.

RE-DIRECT EXANMINATION

BY MB. JAMESON

0

KD

My . Haseltine, Mr. Kellahin referred to the system of
designing the pressure differential in his cuestions on
cross-examination.

I will just ask vou if this was, if anv considerations
are given to the contractual pressure reguirement in initia
design of gathering svstems?

The two factors>that go into initial design of gathering
facilities are contract pressures and expected volumes
available. These are the two perameters used. Contract
pressure is just absolutely essential. That is what you
desion on to start with.

When vou design on contract pressure you presumably designg
on a pressure vasis that was acceptable to the seller or
yvou wouldn't have signec¢ the contract?

That is right. After the contract is signed, everybody
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goes forth having made & satisfactory agreement.
Reference was made on Exhibit 10 to some kickers in the
graprh showing abnormally high pressures for a day or two
on the line represented by that graph.

I will just ask you this guestion:

Is it rossible for wells that are making hvdrates to
cause pressures in the line that will cause a pressure
huild-up for short periods of time, until a freeze is
remedied?

That is right. Now, of course, this rressure is taken
down there at the check meter point, so hydrates would havd
to be between there and the station.

I don't reallyv know what this was.

It may have been improperlv imported or it may have
been the compressor, or down-time, or something. In answen
to vour question, ves, hvdrates will form in a line where
three factors are present: natural gas, water, and
turbulence, and given the right conditions of pressure and
temperature hvdrates will form and plug a line, cause high
pressures at a well, and cause a well to lose production.
Now, Mr. Kellahin asked vou a question as to whether line
pressures other than tHose vaid to Continental were paid by
Southern Union for other gas in the San Juan Basin.

Could vou briefly outline the differences on which

those price differentials are found?
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A Thev are precisely the same as reflected in the Continental

Q Now, the higher prices paid generally are applicable to ths
Mesaverge and the Dakota formation in recognition of the
higher pressures of those formations?

A That is rignt.

contract, a right to gather gas at pressures up to 600
pounds.

In most of our high pressure, high price contracts in
the Basin we do not have the prcé¢vision for lowering
pressures and lowering price simultaneously.

That feature is characteristic only of this whole

Jicarilla area, and, of course, all of the contracts in
that Jicarilla area carry that same pressure price

reduction pattern, and the contemplation originally, and
as it has been since implemented, was that the system would
operate at high pressures to begin with, with a gradual

lowering as contemplated by the contract.

MR, JAMESON: I believe that is all.
MR. PORTER: Anvone else have a guestion or two?
MP. UTZ: I would like to clear up one column of

figures, possibly two columns of figures on Exhibit 12.

CPOSS-EXAMINATION

RV MR, UTZ

0 The first column is an Mcf and the second column is, of

course, in rercentage in regards to vour market recuirement

5.
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. or vour market demands on vour svstem and do not reflect

Now, mv question is, in the first column do those
figures renresent the 0il Conservation Commission--in the
first column, do those figures represent the 0il Conserva-
tion Commission allowakle?

No, not entirely and not exclusively.

mhev reflect our consideration of the allowahles, but

that number is the ultimate division of our market.

In other words, they reflect a nortion of vyour purchases

the allowahle figures for the whole Pool?

Well, thev do reflect that to the extent that I hawe tried
to exnlain, the allowable for the whole Pool, hecause the
allowable for the whonle Pool, as we hoth know, 1s divided
Aown into individual wells, the allowable that falls on
the given well is reflective of our market plus the market
of another purchaser.

Now, then at that noint a well accrues underage or
accrues allowable subject to cancellation, or it becomes
over produced, depending on the allowakle assigned to that
well bv the Commission.

Mow, that then bears on our allocation of gas to that
well, too, but the ultimate allocation after that is on
our market, because that is really all we have to allocate
In other words, on a per AD unit or for a well it is pretty

hard to quess what a unit is in our proration formula up
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there, but let's say that a well with a hundred deliverabil
ity, an acreage factor of one, these figures would be lowex
because vour overall market demand is lower than the Pool
allowable?

I don't know whether our overall marlket demands in the
South Blanco currently or in recent time has run under our
allocated share of the mairket, either. If what vou are
saving is right, if it is not, what yoﬁ are saying would bg
the oprosite.

Would vou use these figures in column 1

to determine this?

Yes, that is richt. I just have to check hack. T don't
know whether that has heen the case or not.

You don't know whether they represent our allowable assigndg
by us or whether they represent your market demands?
They ultimately represent our market demands, since that ig
all we have got to allocate.
Now, a guestion came up in my mind when I looked at Exhibit
2, vour plat of compression. Do you know whether or not,
of course, I am sure vou know why I am asking this question
--you have an inlet pressure of 165 pounds on your recipro-
cal compressor. On vour two Solars you have intake pressuy
of 215 vounds. Do yvou know whether or not the system that

goes into the Solar compressors on the basis of allowable

d

is ratable with allowable taken on vour reciprocating
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compressor on the Ballard and Lowerie systems?

Yes, I believe that it is ratable with the allowable
assigned by the Commission.

In other words, you think the 215 pounds is giving you
ratable takes in accordance with the allowable the
Commission assigned as your 165 pound pressure?

Yes. This goes back to the guestion vou asked a minute agd
I didn't--I think I mentioned this--but I may not have mad¢g
it clear. When we take our total market and divide it down
to a Pool

Yes?

We are dividing our market to a Pool, and we consider many
things, what kind of an allowahle that pool will get from
the Commission. So our original market allocation to a
pool tried to take into account about what our allowable ig
going to be. If we didn't do that, we might end up
allocating a piece of our market to a rool where wevare not
going to get allowabhle to cover it.
On the other hand, the allocating to a given pool, and
end up with a lot of cancellations to the original gnd to
allocation, includes our consideration of what we think
that allowable is going to be, of course, this is an in-
house thing. We can shift our market from prool to pool

with some flexibility, not a great deal, but some. As the

vear progresses, if the allowables are all accumulating
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here and not accumulating, that sort of thing.

Your policy is you trv to take the Commission allowable?
That is right. We tryv to accommodate those, and in years
gone by we had substantial cancellations. We try to get a

cancellation ratable, too. That has not been the case in

recent time.

So, in order to take ratably, if this involved putting in
some more compressors, it would be your policy to do this
in order to take the Commission allowable?

No, Mr. Utz, we have not heretofore installed facilities on
the basis of what allowahles might be needed to be in the
future.

We have installed facilities based on what the gas is
going te be in total out of a given area, and what kind of
pressure we can det it at, or we have to do to get it.

This is what determines our installation facilities.

Well, perhavs yvou misunderstood my guestion. Specifically,
let's look at the well, let's look at the Ballard and the
Loverie svstem over here. If vou were not on that system,
if vou were not ta¥ing Commission allowahles or vou were
taking much less of the Commission allowables, would it be
vour nclicv to increase your compression there so that you
could take the higher percentage of the Commission allowabl]

Vot just for that purpose. It would have to dovetail with

all other factors that go into it.

e?
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A

Your contracts?
Our contracts, our market, the whole thing.
I think that answers my gquestions.

MR, PQORTER: Anv other questions?

MR. STAMDTS: Ves.

CROSS-EXAMINATION

« STAMETE
Mr. Haseltine, assuming that vou were assured of Continentajl
gas for as long as you would lilke, do you think Southern
Union would have any obhjection to installing the additional
facilities on the Jicarilla line to reduce the inlet
pressure at the Dogie Station?

This is a tough one to answer because when you assume that
Continental is willing to extend a contract, that is a big
assunption. It ig not just for Continental, either, but we
are all familiar with this total vrice picture in the San
Juan is sguirming around, and no one knows today what that
price picture is going to be five vears from now, and
neither Continental nor any other prudent operator, if they
can avoid it, is going to lock themselves to a long-term
pnrice here in the spring of 19 72 when they can get this
picture out for two or three years, hope they see which way
that price thing is going to go. It is not just Continenta

in that respect. It is all produacers, so to ask me to

assume th et Continental would extend that contract, that is




g

ey

ugarniey-meier -

.
i

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.o P.O. BOX 10920 PHONE 243-66910 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PAGE 1 4

A

a real tough assumption to make, bhecause that assumes you
have agreed as to the price provision and many other things
I just can't conceive that they would be willing
simply to extend this Commission contract life of the leasd

because they are in the same position most operators are.
They think that there is going to be a substantial price
change in that area. They are probably right.

That wasn't exactly the answer I was honing for. What
percent of the Jicarilla line through-put comes from
Continental wellg?

Well, they are shown here on Exhibit 2.

I am not just speaking abhout the South Blanco-Pictured
Cliffs. I am talking about the total Jicarilla line.

That Jicarilla line carries about 48 million per day, and
Continental wells put out about a million and a half a day,
I believe is the number, say three percent of the through-
put.

Are there other leases connected to this Jicarilla line
which could ultimately justify expense of installing all
these additional facilities that have been discussed?
Well, that is a guess. Either one of two things is going
to happen, either volume availabhle out of that area will
decline, which will result in a decline in the Gathering

System nressures to the end that no further hp is needed;

or_in order for us to get the reserves out we would have t
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put in a horn, one oi the other.

We don't know which today. No one can guess today
which is going to occur, but the field has got a real long,
protracted life such that if the volumes are going to
dwindle down tc a very minor amount we may have more hp
than we will need five vears down the road.

In other words, it may be that the wells will prove to
be responsive enough, and with substantial reserves to the
extent that it will behoove us to put in additional
compression to get the gas at a higher rate.

In either event, regardless of if we knew which way td
guess todav, vou are talking about installing of facilities
that wouldn't bhe needed for some vears down the road.

MR, STAVLDTS:. That ‘is all.

MR. PORTER: Any further cuestions?

The witness may be excused. We will take a ten minute
recess.
(After recess.)

MR. PORTEPR: The hearing will come to order, please.

MR. JAMESON: The next witness will be Mr. Alvin Dean|

MR, PORTER: Come up and take the witness stand. I

believe the record will show he has already been sworn.
ALVIN DEANM

e i b . o

a witness, having heen first duly sworn accorfing to law, uron

his oath, testified as follows:
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BY

A

A

MR, JAMESON

DIRECT EXAMINATION

State your name for the record, please.

Alvin Dean.

And are vou employed by Southern Union Gas Company?

Ves, sir.

And in what caracitvy?

Field Superintendent.

In what area?

In the Jicarilla area.

Eow long have vou been emrloyed in that position?

In the superintendent's capacitv five vears; prior to that
field foreman for three yvears.

Could vou describe generally what vour responsibilities and
duties and work is with Southern Union in the capacity of
Field Surerintendent?

Generallv it is suvervising installation, operaticn and the
maintenance of gas gathering facilities in the Jicarilla
area.

When vou speak of the Jicarilla area, does that area include
the South Blanco-Pictured Cliffs Pool?
Yes, part of it.

Vhen you say "part of it," now what part are you referring
to?

The portion of the line that we have been describing as

W
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going west over to it. On the Rallard svstem I have no
control on it.

Have you had the occasion to become familiar with the
Continental wells connected to the Gathering System under

vour supervision?

I will ask vou this cquestion: las liguid in the Continent-
al wells affected delivery of gas from those wells into the
Southern Union CGathering Svstem?

Yes.

In what way?

The licuid accumulating in the well bore itself, if it is
not relieved, will definitely hinder the flow of gas, and
it can naturally cause measurement problems and line
freezes or hvdrates, if vyou will.

Can that liguid actually accumulate to the extent, and has
it done it in the past to the extent that the entire flow
of gas from tihe well into the Gathering System is cut off?
I wouldn't necessarily sav cut completelv off as a result
of liquid in the well itself, but the flow has definitely
keen hindered, I will put it this wav.

Does that liquid in the well often cause a freezing up of
the well?

Yes.

When a well freezes, does it deliver into the line?
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A

>

No.

Has liguid in the Continental wells caused any freezing up
of the lateral line of Southern Union connecting the wells?
Yes, sir.

There has been some flow of liquid from the Continental
well that ties into the Southern Union gathering line
connected to the well?

That is right.

And when that happens, what happens to the flow of gas fron
the well?

It can block off an individual well line or gathering line
and possibly enter the Cathering System.

Now, what action do vou and the people under your supervis-
ion take when those line freezes occur?

Depending on the circumstances of it, generally it is
easier just to shut a well in or all of the wells on the
Gathering Svystem, and relieve the pressure, allow it to be
atmospheric pressure. Your hvdrates will come unfrozen if
it is a hydrate freeze,

If it is an actual water freeze, tiis is about the
onlv way you can do it, leave it down until the freeze
comes out, or vou can inject methanol to help alleviate the
problem.

Would vou say that these lines freeze bhecause of the

hvdrates produced from the Continental wells occur
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frequentlv or seldom, or with what freguency?

A Oh, I suppose vou could classify it frequently, yes, sir.

0 Now, what has Continental done with reference tec alleviatin
the liguid problem in their wells?

A Thevy have installed on a number of wells over the rast vear
intermitters to automatically relieve the well bore of the
accurulated licuids, and on two or three occasions they
have went in and reworked the well. I think possibly thev
installed a smaller tuck, but I am not certain.

Q ¥Mow, how manv of their wells, to your knowledge, have
intermitters installed on them?

I Approximately 17 or 13 of the South Blanco-Pictured Cliffs
take off,

0 Right off the south?

A Possibly 17 or 18.

0 Out of 31 Continental wells?

A Right.

@) How do those intermitters work?

A hev are generallv a pneumatic-actuated valve controlled
by a time cycling device.

) Are thev actuated bv a clock?

A Yes, sir.

0 How many igays are those clocks usually wound for?

A Eight days generally.

Q  The people under vour surervision found those clocks to

<
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1 . .
have heen run out, not been rewound by Continental at timeg?
2 A Yes.
3
0 Would vou say that occurred frecuently?
4 .
A Ouite freocuently.
- 5 } . .
s 0 llave yvou experienced or observed anvy delays between the
6 . . . .
time that a Continental well is logged off on account of
7 , .
;; water and the time that Continental's personnel have blown
(- L] 8 . , . .
= the well down to try to alleviate that situation?
1]
= 9
o A Yes, sir, 1 have.
=
A 10 . . .
:g Q Let me ask vou this: Have the preople under your supervisidn
=
11 . . . u . .
when they find those intermitters wound down volunteered
8., 12 . . . _
z 2 some assistance to Continental and rewound tnem for them?
=
> ©
§ 3 13 . . .
- ;) Yes, sir, thev do when they have time or if a well does not
[ W
S 2. 14 . . . : .
» 22 have anv intermitterg on it, they will on occasion clean
g :s
> ug 18 . . . .
zZ 2% the wells themselves to prevent us from having measurement
2 U
5 g: 16 g . t
- O and line rroblems.
-
T
- :§ 0 Even though we consider that those activies are duties of
w @
T3 18 . . .
z 90 the operator regarding the operation of his wells?
% oW
S 19 .
w IFr A Yes, =ir.
2 %<
g3 20
¥ 2¢ P, PORTER: Isn't that in violation of union
w X d
3 20 21 .
E 5z regulations?
r=1 «
a 0o
g ° 4 22 T T, RESn1 T e 4 = h
¥ THE WITHNESS: It is also in violation of company
z 9z
2 0 a3 .
L rolicvy,
4 0 -
S o8 24 : L . .
& QL 0 (Bv Mr. Jameson} In your conversation with Continental
25 personnel operating these leases, have vou obtained any
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)

information as to how many neople thev have got emploved 1
this area to overate their wells?

So far as I know, thev have three field personnel in the
area.

How many preonrle, how manv wells are those three people
trying to onerate?

I really don't know.

But thev do have other wells other than those connected to
the Southern Union system?

Yes, sir, theyv do.

The question that arose vesterdav in the testimony as to
the niring arrangement that Continental emploved on their
nortable compressor vhen they were running compressor testd
can you describe that for us?

On two of the wells for sure, the Continental Jicarilla or
the RAxi Apache J-1, and J-2, and also, I am sure, on the
Continental -1, they did have a suction line coming out of
the tuck and a discharge line coming from the discharge
side of the compressor back into the casing, with a
rressure controlling device installed on the tuck, and the
motor valve on this discharge line where the suction on thd
tuck failed, it would be open, it would open this motor
valve and allow a discharge of gas in tocirculate into the
casing of the well.

With what effect on the arrangement, as far as keeping the

4
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A It could quite easily circulate enocugh gas to 1lift

0 In other words, thev would get the best vroduction rate

A Yes, if they had enough circulation.

¥ What do voun mean by often?

well clear of liquids during the freeze period?

accunmulated licuids of the well, and thereby keep it clean.

through that arrangement, unaffected bv liauids, than they
would get if they didn't pipe that gas back into the well

casing?

MR. JAMESON: I believe that concludes our direct
testimony.

MR. PORTER: Mr. Kellahin, you have some guestions?

MR. KELLAHIN: Yes, if I may.

CROSS-EXAMINATION

BY MR. XKELLAHIIN

o] Now, Mr. Dean, you referred to an instance where Continentg
lines froze up. When did this occur?

A I+ occurs at anv time when the ligquid comes ocut of the
wells, or any of the Pictured Cliffs wells, with the
exception of one or two. They have no dehydration
facilities on these wells, just separation, which separatesg
free liguid, and then is accumulated in our gathering line-
naturally it will freeze up.

Q You testified that it did occur; when did it occur?

A It occurred quite often.
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We remove on the Contingntal wells probably a freeze or twdg
a day.

All through the vear?

No, sir. In the winter time.

What time of the vear?

Generallv the freezing starts in October and will extend
through say March or April.

When and where did vou remove a freeze on a Continental
well?

I haven't mersonally removed a freeze from a Continental
well,

Have vou personallyv seen a freeze?

Not for a number of years, but I have personally seen
freezes--~

Where?

—--removed from all of our Continental 2xi Apache L leases,

The 0 ipease was frozen ia?

No.

What well was frozen in and when, do vou know?

Ves, sir, on the K lease, in narticular last year we had a
number of gathering problems. It could have bheen contribu-
ted to the Continental well or Scuthern Union's, either one
or Aztec's.

You don't lnow whose thev were?
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No, sir.

So vou can't name a single instance where vou had a freezoc
on a well at a given time?

If T had the charts availahle, I could show vou a number of
wellhead freezes and freezes between the wellhead and the
meter and immediately

You testified Continental had intermitters, I bhelieve, on
16€ or 17 wells?

Perhars that manv,

Generally the Pictured Cliffs Formation is productive of
water in this area, is it not?

Correct, ves, it is.

Do all of the other orerators also use intermitters?

All of the other operators, most of them.

Hot all of them?

A few doc, ves.

How would vou compare the water problem of Continental's
0il leases with the water problem say on the Caulkins
leases;: don't they have a water problem, too?

Yes, thev do.

Do thev use intermitters?

No.

Thev don't?

No.

The size of the water problem is important as to the flow
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rate of the gas, is it not?

A If vou flow vour wells at a higher rate, you are less
likelv to have frequent water accumulation than if you
flood at a higher rate. The water well releases itself of
the water and we catch it in our facilities.then.

0 So if you have a lower line pressure which permits the well
to produce at a higher rate, the water problem would be
less frecuent, wouldn't it?

A No. At a lower line pressure a well doesn't necessarily
rlug at a higher rate.

0 You say it doesn’'t?

A At a lower line pressure the well loses its abhility
generallv, if it isn't producing at a higher rate, to lift
this water out, and therebv it has to be rhvsically removed

0 Is it vour testimony that the Caulkins 0il Company is not
rroducing at a higher rate than Continental?

A I couldn't say on an individual well bhasis.

0 Is it your testimony that Continental is not producing at a
higher rate under the present line pressures than it was
producing under the prior line pressure of three to four
months ago? This will be testified to.

A I don't have the figures here before me, sir.

0 You don't know, but vou wouldn't dispute that, would you?

A No, I wouldn't.

0 But vou do - persist that lowering the line pressure doesn’

h oY
N b



i

ohe b

{f‘?*ﬁ#‘é‘i“
RS IR N

-meler

dearnley

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.s P.O. BOX 1092 ¢ PHONE 243-669106 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGED /1

QO

necessarily increase the production, the flow rate?

It will for a short period, but over a sustained period, it

wouldn't.

Now, you testified in regard to this testing ecuipment you
were invited to witness these tests?

Yes.

Did you do so only on one occasion?

On the Continental MJ-1 I happened to catch Continental's
tester: there, I think on two occasions. I stopped and
talked to him there.

That is the only one vou saw?

I was by the Continental L1, I think it is one of the ones
in the seven wells, and Continental M1 is the only one that
I was by at the particular time.the compressor was installg
You never saw the test results until this hearing?
MNo.

Did you ask- - Hr them?
No.

You said that the well that ™-1 that was discharged
into what, what was the casing?

The Continental Axi Apache J1 and J2 definitely had these
lines, two lines, a suction and discharge line going to the
well, and I am certain the Continental M-1 did.

That resulted in unloading the water factor, didn't it?

1 ~ihahl T4 3.4
Yas,—S3¥ + probably—dia—t

1 o e
' 4 14 = ¥ E=4= % ITTTTC
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0 So, that would substantiate the conclusion that a higher
flow rate will reduce vyour water?

A It would where vou are circulating a discharge back into
the casing and up through the tuck, you would have a highen
flow rate through the tubing, not necessarily through the
measurement facilities.

9] Do you know whether that gas that was being circulated was
ever measured?

A It was not measured.

Q It didn't contribute to any of the problems in any sense of
the word, other than the effect on the water?

A Right. It could have more or less stabilized the suction
pressure.

MR. KELLAHIN: Thank vou, Mr. Dean.
MP, PORTER: Anyone else have a cguestion of the
witness?

a witness, having been first duly sworn according to law, upon

his ocath, testified as follows:

BY

0

A

MR, JAMESON

MR JAMESON:  Our next witness will be Mr. Joe Boyd.
Let the record show that this witness was sworn previously.

JOE BOYD

[ USRS,

DRIRECT EXAMINATION

State your name, please.

My name is H. J. Bova.
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By whom are vou emploved?

I am emrloyved in the Gas Suprly Derartment of Southern
Union Gas Companv as a reservoir engineer.

Would vou cgive us a resumé of vour education and
exnerience in that field of endeavor?

Yes, I graduated with a professional degree cf netroleum
engineer from the Colorado School of “ines in 1963.

Unon graduation I accepted employment with what is
now the Atlantic-~Richfield Companv in California, where my
primarv duties were as analytical engineer, basically
reservoir engineering.

In Serntember, 1966 I returned to the Colorado School
of Mines for graduate study where I received a Master of
Science degree in vetroleum engineering.

On the completion of my Master of Science degree in
1967 1 accepted a teachinag and research position on the
faculty in the Department of Petroleum Engineering,
Mississippi State University.

Consecuently, my resronsibilities during that term of
emnloyment were divided between teaching and research, and
in Julv of 12569, after two vears on the faculty at the
University, I engaged myself as a consultant petroleum
engineer with the State of Mississippi, where a majority of

work conzisted of reserveir evaluation.

In Mav of 1971 I accented employment as a reservoir
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engineer in the Gas Sunply Denartment of Southern Union
Cas Companvy.

I am a registered professional engineer in the State
of Mississippi.

Since your emvlovment with Southern Union have you had
occasion to make a study of the South Rlanco-Pictured Cliff]
Pool in the San Juan Rasin?

I have had occasion to make a studyv of certain aspects of
this pool, ves.

Mr., Bovd, I direct vour attention to an exhibit identified
for the record as Southern Union Gas Company Exhibit No. 18
and ask you that yvou explain that exhihit.

Yes, Exhibit 12 is a tabhulation of wells that were cleaned
hy Southern Union Gas Conpanv personnel.

In addition, we have a tabulation of the location of
those wells, the date on which thev were clecaned; the 24-
hour rate immediately prior to cleaning, and the 24-hour
rate immediatelv after cleaning.

Now, I see that vou have one with a line drawn through it.
What is the significance of that?

Yes, that well, Axi Arache J14, is not a Pictured Cliffs
producer, even though it was cleaned.

It is not properly in the South Blanco-Pictured Cliffs Pool
That is correct.

All right. What conclusion did you draw between the
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flgures and the data shown in the column 24-hour rate
before cleaning and the 24-hour rate after cleaning?
Well, the only conclusion that I can draw here is that
water in the tuck is a restriction and limits the flow of
gas through.

I might also point out in regard to the 24-hour rate
before and the 24-hour rate after, by this exhibit, I am
not saving or do not intend to infer that is in any measure
a sustained rate. That is the 24-hour rate prior to and
the 24-hour rate after this physical operation took place.
Were these figures calculated from the meter charts of
Southern Union?

Yes, they were.

Would it be fair to say from this data that the flow rates
from the Continental wells would be substantially less if
they were not diligent in keeping their wells cleaned, than
it would ke if they were diligent in keeping their wells
clean?

I would have to zero in on some semantic definition of
"substantial."

Let me leave it this way: Any time you put a restric-
tion in the flow path of a fluid, you are going to limit th{
flow.

However, to how great an extent this flow will ke

limited will derend on a number of factors.

W
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__information on the Axi Apache L3, here again we are limite

Mr. Boyd, I refer you to an exhibit consisting of three
rages identified for the record as Southern Union Gas
Company Exhibit No. 19, and ask you that vou explain those
three graphs that are included in that exhibit?

Yes, Exhibit 19 is a plot of the instantaneous producing
rate versus time during the pveriod that the respective
Continental Axi Apache wells were on this special compressolr
test.

Is each of these graphs related to a different time?
Yes, they are.
The three wells that are covered by these three graphs,
are they three of the six wells that have been previously
testified to as being subject to compressor tests?
Yes, they are.
All right. Now, from these graphs, what conclusion can
vou draw with reference to the data shown on the gy hihi+?
Allow me to explain that cuestion in three parts, in that
we have three grarhs.

The first grarh, Axi Apache !--1, the conclusions on
this test, I feel, are, in my oprinion, limited.

The only conclusion we can draw here is that the
production rate at the end of the test was less than at
the heginning of the test.

Now, on the following gravh, which shows the same

pey
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as to thie conclusions that we can draw because of the natur
of the test. Now, and again, I will say that the only
conclusion that I can draw from here is that the production
rate at the end of the test was less than the production
rate at the beginning of the test.

Now, I would like to point out one thing, and if the
Cormission will please note that there is a periol gopngist-
ing  ~ of some 28 hours here, that I have labeled as a
no flow period, that is not entirely correct. There was
an initial six hour flow.

The well logged off for some reason for the following
22 hours, and then the first point that I have on this
graph is actually the 28th hour of the test.

On the following graph, this is of the Axi Apache 0-1,
I believe this test is perhaps more definitive than those
nrevious tests in that we, during the some seven days
approximately seven days that the test was run, we did not
have the interruntion in the flow, and we can see from the
observation of the grarh that the nroduction rate is
declining, and at the end of the test is still declining.

Now, there is a comment that I wish to make relative
to this test, also.

Our meter charts indicate that this well was logged

off of production.

e

When you say "this well," which?
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I beg your pardon. I am referring to Axi Apache 0-~1, which
is represented here on the third graph.

This well was logged off of production for two full
days prior to the start of the test.

The specific dates are October 2%th and 30th.

The test period is November 1 through November 9, 1971
All right. WNow, let me ask vou this. Do these graphs
indicate that striking an average rate of flow for the
seven day neriod, as did Continental, gets you to a higher
Mcf per dav production rate than that indicated at the end
of the seven day test period?
Well, obviouslv the average flow rate over the seven or
eight day period would not be as high as that at the end of
the reriod.
And which data-—-that is, the average rate versus the end of
the period rate—-is more reflective of what the well would
do in the future?
Well, at the end of the flow rate at the end of the test
period would be more reflective cf what the well can do in
the future than some average, in this case.
Pid I unfderstand you to sav that the average Mcf per day
flow rate was lower than the end of the period or--
If I said that, I was in error, or I meant that the average
flow rate for this time period will be higher than the end

flow rate, ves.
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And the lower end of the period flow rate would be more
representative for predicting future performance of the
well?
That is true.
Mr. Boyd, I call vour attention to the series of 31 graphs
that are identified for the recoréd@ as Southern Union Gas
Company Exhibit No. 20, and ask vou to explain the data
that has heen plotted on those graphs.
Exhibit 29 is a plot of the production rate andé the meter
pressure versus time for the years 196%, '792, and '71 on
the wells, the Conoco wells that are connected to the South
ern Union CGas Company Gathering System producing from the
South Blanco-Pictured Cliffs Formation.
Does this exhibit contain a separate graph for each of the
31 Continental wells?
I telieve that it does.
Proceed with the exnlanation of this exhibit.
Well, sir, I would call attention basically to the
procedures used during the year 19271,

I don't think we need to go further back than that,
reallv.

Let me he general here, if I may, generally what is
reflected on these graphs is that during the month of
October and partially into November most of these wells

peaked out in production.
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Since that time we have realized a decrease in the
rroducing rate, even though we have continued to have, in
most cases, a decrease in operating line pressure.

From the data available to you and represented by these
graphs, what prediction could you make with reference to
the nroduction on an Mcf rer dav basis of the Continental
wells for the future?

My, Jameson, I would not make a prediction as to how much
cach of these wells will produce.

I reallv had reference to the trend.

Yes, I can comment on the trend and say that in my opinion
I do not bhelieve these wells are beginning to reach a
stahilized flow vperiod.

Wwhat flow rates will be thirtv days from now, two
months from now, I don't know, but it is5 mv considered
orinion that the flow rates in January and February will
not he as high as those 1in Decemher. The December flow
rates were not as high as those, for example, in November.

May I point out for the record, I said that in
general this trend existed. If we wish to get into it in
cross-examination, I can list those excertions. I have
them indicated here.

I refer vou to a mav identified for the record as Scutliern
Union Gas Comnany Exhibhit No. 21, and ask that you explain

tonat mar,
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Yes, Exhibit 21 is an Isornac map on the net pay sand in the
South Rlanco-Picturad Cliffs Pool.

This mar was developed on the basis of SP development
of IES loas.

Yeou will observe that I have a color schieme here, that
I wish to explain,.

The bhrown color represents what I consider to be no
sand develorment.

The vellow rerresents sand thicknesses in excess of
zero but less than ten feet of net pay.

The green represents greater than ten feet, but less
than twentv feet of net pay.

The red represents greater +than twenty feet, but less
than thirty feet of net pay.

The blue represents greater than thirtv, but less than
forty feet of net nav.

The rurpvle represents that sand development which is
greater than fortv feet, and let me call vour attention to
what is purple, as it didn't show through very good on all
of the maps.

I am referring to that section of the formation or
that portion of the formation which is contained in Sections,
roughly, 18 and 19 of Township 26 North, Range 5 West, and

e

that extends over into Section 13 of Township 26 North,

Range ¢ West,
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Now, have vou shown thé Continental leases on this mape
Yes, the Continental leases in the South Blanco-Pictured
Cliffs are outlined with a nurnle border.

I notice another forty foot contour up in the north part of
the Townshin» 26 Norti, Range 26 West.

Did you fail to mention that?

I failed to mention that. There is a small area that I
considered to be in excess of forty feet of net pay.

That is partially in Section 5; partially in Section 8
of 26 North, 6 West.

Now, what conclusion can you draw from this map with regard
to the relative thickness of the pav under the Continental
leases as comnared to the relative pay thickness on the
balance of the producing area shown on the map?

I constructed this map. Iscpac maps are simply one means
of several available to differentiate the ecquality of a
well,

Here I have simply differentiated on the basis of net
pay thickness, or what I could possibly defend as net pay
thickness.

The map indicates that the Continental leases are
generally out on the extremities of the pool, and in the
thinner nortions of the Pictured Cliffs Formation.
Approximately how many well logs did you analyze in this

South Blanco-Pictured Cliffs Pool for the purpose of
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comparing this exhibit?
Mr. Jameson, I can't answer that question. I would sav a
fair estimate would be 300.

I would suspect that was a conservative estimate. I
have loocked at many, many logs.
What conclusion would vou as a petroleum engineer draw as
to the effect of the relative payv thickness on the ahility
of a well to rroduce and deliver gas?

Well, all other perameters in the flow equation being equal

with the exception of pav thickness, the thicker the sectioﬁ,

the more production that you have, the higher their
production rate.
How, I notice on the map that you have some lines drawn
marked A to A Prime B to B Prime and C tc C Prime and D to
D Prime. What do those lines represent?
Those refer to my next exhibit, and are those lines, are
the pathes of cross sections that I made as a means to
further differentiate sand qualitvy.
Now, does this map show that there is a thick trend in the
heart of the vool going from one end of it to the other
that comnletely misses all of the Continental leases?
If I have internreted, my logs, vrorerly, ves.

The thick trend dees hasically go down the middle of
the Pool. As evidenced by the color scheme, Continental

enjovs very little of this additional pav thickness.
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pay

You now said if veu had correctly interpreted your logs.

Do vou have any reascn to believe that vou did not correctl
interpret them?

Yo, sir. I have,nart of my resrvonsibhility as a reservoir
engineer is well logging. When I was at the University T
taught well logging and this sort of thing.

I believe that I am a competent, at least partially
comreteant interrpreter of logs.

I am generalizing here, because there are some relativ
difficulties in using logs in the South Blanco-Pictured
Ccliffs.

Mr. Rovd, directing your attenticn to the drawing identifie
for the record as Southern Union Gas Comnany Exhibit No. 22
I will ask that vou exvlain that exhibit.

Well, Fxhilit 22 is a cross section on the South RBlanco-
Pictured Cliffs as outlined on the nrevious Exhibit 21, a
cross section is simply a utilization of lcgs proverlv
snaced out, and, as a further means of differentiating
Letween the quélity of sand.

2nd let me enphasize further, differentiation between
the cuality of sand.

If we have--let me put it this wav--the Isopac map
does not necessarilv reflect the cuality of +the sand. All
the Isopac map savs, "Well, we think we have got 15 feet

here or 30 feet here that will be productive for years."

N4

§
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1 An electrolo¢ or a comparison of electrologs, or a
2 comnarison of logs on various wells will allow you, at
3 least, to get a qualitative appreciation for sand development
4 in these particular wells that are represented by the logs.
5|0 Now, what are the results of your studv of the South Blancg-
. 6 Picturec Cliffs wells with reference to the relative quality
7 of the sand in the Continental wells to wells offsetting
h
a> .
vy 8 the Continental leases?
=
— 9|2 I think it would have to be agreed that the gquality of sand
as
= 10 is not as good on the Continental wells as it is in some
~
E T
= 1 of fset areas.
3 1219 When you sav quality, now what are the factors that make up
£ 3
- ~
£o 13 that difference in qualities?
8 2. 14 A You can get a cualitative comparison simply on the basis off
%5 acz
; %; 15 SP development. VYou can't draw any guantative conclusion
§ 3 16 from this. I am not presenting this as a cguantitative
" 23
- Ouw
- 2 2Z
. ;a 17 conclusion, but merelv on the hasis of SP development vou
X .0
; 2k . . .
£33 18 can get a gualitative comparison of the wells.
LR 19 I point that out bv using, as an example, in the C-C
L] o.
@w I+
© ao @ » .
§ éﬁ 20 Prime cross section, the Amoco Company Jicarilla 55-6,
w ©
T “n
Z éé 21 located in Section 31, Township 26 North, Range 5 West,
F . X
& oZ
g 55 22 has a fairly good, or is, relatively sveaking, it has good
o .o
£ 932
s a2 23 SP development.
B 2« ,
-4 b3 .
3 5 I+ is not--there possibly is three or two rather thin
§32 o
25 shale stringers on that well.
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If we go over to the Amoco Jicarilla 147-3 and the
Conoco Jicarilla J-4, both of which are on the Continental
acreage, I point out that the Amoco Jicarilla 147-3 does
not produce from the Pictured Cliffs. It simply penetrates
the Pictured Cliffs on
You will see we do not have significant SP development
there.

We have several shale strings throughout what would be
classified as the pay zone.

So, simply on a comparison of logs here, I would
conclude that the Continental wells probably would not be
able to »roduce as much from the Pictured Cliffs as say the
Amoco Jicarilla 155-6 if that well were producing from a
Pictured Cliffs.

Now, is there any indication on these logs that you have
shown on vyour cross section of layers of shale and clay in
the zone that you have shown?

I am sorry. Would vou repeat that cuestion?

Is there any indication that there may be shale and clay in
the areas that vou have shown on this cross section to he
covered bv the logs examined?

If I understand the question correctly, ves, there are
indications that shale and clay are, that we have what is
generallv called a T  sand in here, and I point to the

example of Conoco Jicarilla J-6. The SP development here
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in this well is very unstable.

This is believed to be a result of the dirtiness, for
example, of the sand in that well.
Have vou drawn any--you speak now of the dirtiness of the

sand. Have you drawn any conclusion with respect to the

relative dirtiness of the sand between the Continental wellp

and other wells in the same pool?

Well, I will refer back to this cross section C C-Prime. I
don't think that it could possibly be arqgued that the
Continental Jicarilla J-6 is "dirtier than the Amerada
Jicarilla L-4 even the Amerada Jicarilla F-2._ %

All right, now--

In short, what is inferred here is that there is more shale
and clay in the Continental Jicarilla J-6 than those two
other wells that I previously menticned, that I have just
now mentioned.

fiow does that effect norositvy in the different areas of the
Pool?

In the inclusion of any material other than sand or inclus-
ion of shale and clavy into the pores of the sand, it will
decrease the availabhle vorositv for whatever fluid mav he
nresent.

Now, based on the work wou have just testified to, can you
draw any conclusion with respect to the relative permeabilit

of the Continental wells to other wells in the Pool?

LY




PR

h

v
i

-meier

dearniey

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.eP.O. BOX 1092 PHONE 243-66910 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE
263

A

Well, here again, I must emphasize that this is true in a

qualitative wav. It is generallv accepted and generallv ap

accepted fact that shale and inclusion of shale in clavs
reduces the permeahilitv of the productive formation.
Based upon the data, all of the data that vou have just
testified to, what is vour orinion with reference to the
abilitv of the Continental wells to produce and deliver gas
as against the relative ability of other wells in the Pool
to nroduce and deliver gas?

Well, I can't totally select 31 Continental wells and say
that thev are going to produce less than anv other wells in
the field, because obviously there are a fewv wells that
cualitatively vou would have to rate.

I think an example of that is the Kelly 0il Company
Rokerts MNo. 3, which is on c¢cross section A2 A Prime.

Now, 1if we get away from these excentions and we lcok
at the South Blanco--Pictured Cliffs Formation as a total
entitv, I would assume I would conclude that tiie Continenta
wells do not have the ability to produce, all other things
heing equal, at a production rate as high as the other well
Now, Continental has drawn a lot of comparisons between the
Caulkins wells and the Continental wells. Would that
conclusion be arvlicable to those two classes of wells?

I think it would be, ves. My study of logs indicated bette

sand develorment and thicker sand development in the
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Q

Caulkins area as opposed to the Continental leases.
Mr. Bovd, I will ask vou whether or not the presence of thg
water in a dirty sand compounds the production problems in
excess, far in excess of the presence of the water in a
much cleaner sand?
Mr. Jameson, I can't answer that cuestion as it is asked
because there are many, manv things involved.

Certainly the presence of a mohile liguid phase is
going to reduce flow of a dry fluid phase.
I really had reference, and perhaps you misunderstood me,
to the relative permeability and exransion and effect of
expansion of clays due to water in the formation in a dirty
sand as opposed to a clean sand?
I am sorrv. I am not reading the question properly.
We know from production historv of these wells that there i
a water problem in producing these wells.
0.XK.
Now, I am asking whether or not the effect of that water
problem in the Continental wells with a dirtier sand and
with clay that can expand with water contact, isn't compouq
ded in its effect on production rather than tiie existence
of that water in a much cleaner sand?
Oh, I think generally this would be true. It reduces the

cross section shale area that the gas has to flow through.

MR, JAMESON: Let's end it at that.
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We will tender the witness for cross-examination.

MR. PORTEPR: UWould you like to subnit vour exhibits?
MR. JRMESON: Right, that is right.

0 (By Mr. Jameson) Mr. Boyd, I will ask you whether Southern
Union Cas Company Exhibit 18, 19, 20, 21, and 22 were
prevared bv you or under your supervision?

A Yes.

MR, JAMESON: We tender those exhibits intc evidence
at this time.
MR, PORTER: Any objection?

The exhihits will be made a part of the record and I heliev]
there may he a few questions of this witness, so why don't we
come up about 1:152?

The hearings will be recessed until 1:15.

(1:15 P.M.)
MR, PORTER: The hearing will come to order, vlease.

The witness is available for cross-examination, and lir.
Kellahin, do you have a question?

MR, KELLAHIM: VYes, I do, several, I am afraid, sir.

CROSS-FXAMINATION

BY MR, KELLAHIN
0 In giving vour cualifications you said vou had a nrofession
al degree. I don't recall what vou said it was.

A I have a professional degree of petroleum engineer.

[

Than vou have a master's?

D
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he

Master of Science in Petroleum Engineering.
"hat is vour bhachelor's dedgree?

I don't have a hachelor of science degree. ™My first degred
was the rrofessional degree.
Then vou went on and got the--

Yeaq

PN

You had considerahble cxperience in reservoir engineering
work, have vou not?

Oh, that has comprised the largest rortion of my
resnonsihilities.

In doing reservoir engineering worl vou have had occasion
to examine logs freaguently?

Yes.

That is what you did in this Pool?

logs in this Pool, ves.

I did examine several

vou testified something like 3007

That is a very arbitrary number. Let me sayv I examined
many of them.
I don't mean to pin yvou down to the exact number, but veou

have examnined a large number of logs?

r
Yes

1G]

Did vou have the logs on all of tue Continental wells?

No, sir, I did@ not have all of the logs on the Continental

wells, and to a rrecise number, I don't recall how many I

did have.
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%11, did vou have enough vou felt satisfied that they werd

representative of the area owned bv Continental 0il Company?
I think so, ves.

Yes?

I did.

Now, in connection with vour work, you made considerable
analyses of pressure vrroduction data, have vou not?

In regard to the South Blanco-Pictured Cliffs?

No. I mean in your exrerience generallv you have done thig
tvne of work?

Yes.

Did veou do it in this case?

To the extent that is shown on the exhibit here.
To the extent that is shown here?

In the Exhibit 20,

Exhihit 202

Yes.

That is the only exhihit vou are referring to in connection
with vour pressure rates? You didn't do anvthing on pressure
rates, actually, did you, like a pressure production decline
curve?

No, the only thing I did on the vressure rate is presented
in Exhibit 20.

In connection with vour analysis of these logs, you say you

utilized the logs and the SP curve to establish net pay?
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A Yes.

0 How do vou read net pay from a SP curve?

A Well, the basis that I used was basically to utilize that
sand development between the inflection point on the SP
curve,

0 What did you consider net pray?

A HWell, in some of the areas that obviously had a lot of
shaleliness, ten, ten to fifteen millivolt development.

0 Ten to fifteen millivolt development?

A Yes.

Q Did you attach a porosity figure to that net pav?

2 No, sir, I did not.

0 Did you consider permeability in connection with your net
pay figure?

A No.

0 Did you examine anv logs in arriving at yvour conclusion in
regard to the accuracy of your examination; did you examing
anv core data?

A Yes, I examined some core data, and that is bhasically why I
didn't--I eXamined the well core -data -and tried to make Some

sense

outy,f that relative to the logs. In this respect, in that I
tried to see if I could maybe calibrate it, get some
relationship, but that proved to be not worthwhile.

QO

You are saving then the logs are worthless for examining
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this reservoir?

No, I am not saying that.

What are you saying?

I am saving that I will readily admit that the logs are
more limited in evaluation here than they would be in a
very clean hetrogeneous sand.

But the logs would also reflect the cores, it would reflect]
the character of sand, would thev not?

Yes.

It would he a valuable tool in determining how much
nroductive wnay was in the zone, would it not?

Well, it would be a valuable tool if vou had the complete
core of the well, ves, and you had the necessary logs to
correlate this to.

Well, you said vou had logs. Did vou have the logs on any
Continental wells?

Yes, I d4did.

How many?

I have alreadyv told vou. I don't recall a specific number.
I had several logs on the Continental wells.

Did vou have as many as five?

Oh, I had perhaps twenty, perhaps even more than twenty.

I am talking about the Continental. That is what I am

talkinag about.

You had about twentv?
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0

I had several logs.

How manv cores did you have on the Continental wells?

I did not have anv cores on the Continental wells.

None at allz

HNo.

Does your companv have those cores available?

If thev do, I was unable to find them.

Now, in your analvsis of net pay what factor do vou take
into consideration: how do you arrive at that figure?
Well, as I explained in direct testimony, I developed the
net pay on the hasis of SP development, and I have explaing
to vou what my hasic criteria was.
That is that vou considered, as far as the development, tihg
Iscrac maps?

That is true, which is Exhibit 21.

Vou didn't give anv consideration to the permeabilitv or
rorosity of the Formation in arriving at this conclusion?
S8ir, the nermeahilitvy and porositv, the hasic information,
basic information on the fcrmation is verv svarce out here.
Well, did vou or did vou not consider it?

Let's have that cuestion again.

Did vou consider permeahility and rorosity in arriving at
yvour net pay Isopac map?

In a quantitative method, no.

Now, referring to vour FExhibit No. 18, that applies only to

d
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Continental wells, doesn't it?

Yes, it does.

Did vou make the same comparison for anv other wells in the
Poocl?

I had no other information indicating to we that other wellfs
in the Pool had heen cleaned bv our rersonnel.

You state that this did not reflect a sustained rate of
rroduction?

i1d.

1]

I

~

£3

hen whv dco vou offer the exhihit?

Simply te show that a restriction is in the tuck, and at
least, as long as my conclusicn was this, that liquid in
the tuclk string will lower the flow rate through that tuck
strinc.

It will also show if it is not a sustained rate tinat they
viould revert back to their prior status; is that what you
said?

I don't think I said theat at 211.

Vould vou say that--vou cleaned out the wells, thev started|
rroducing. Let's take the Axi Apache J-1, produced 340 *cf
rer day?

Yes,

That is a top allowal:le well, is it not, or do you know?

Sir, vou are asking me something I am not qualified to
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0O

testify on. I have not in anv regard made comment to
allowables, the Commission status of the wells, the
deliverabilityv. I have testified puréely as to production
rate, and Exhihit 18, I think, is fairly self explanatory,
and the conclusion is straightforward, as I made in direct
testimony, in that liquids were removed from the well, and
the production rate after that liquid removal was higher
than the production rate prior to its removal. That is the
sum total of my conclusions for this exhibit.
Mow, these rates were all taken at the same line pressures,
I assume?
I do not know what line pressures these were taken at,
specificallv.

Thev are all attached, connected into the Jicarilla
Gathering System.

I think that prior testimony has indicated that line
pressures along that line are comparable.
Now, you have a 24-~hour rate before cleaning. When was tha
rate established, for what reriod of time?
In most cases, it was the immediate 24 hours preceding the
cleaning.
But not in everv case?
Well, the ending veriod before cleaning ends at the time

the well was cleaned, and in all cases did not go back a

complete 24 hours.
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0

Did you calculate the rate then?

Beg rardon?

Did vou calculate the rate for a 24 hour neriod?

Yes, it only went back 29 hours, for example, the rate of
the total production during that 20 hours was determined,
and then this was made relative to a 24 hour rate.

And the same is true then on your 24 hours after cleaning.
Was that produced for 24 hours? Is that an accurate figure
The beginning of the 24 hour rate after D starts immediatel
after the well was back on the meter, ves.

You ran it for 24 hours, so you didn't have to make any
calculations on the allowables?

I think in most cases that I did. I don't know that. I
don't recall exactly how long those flow rates existed
after cleaning.

Now, referring to Exhibit No. 19, this onlv reflects the
information on these wells on the test that was performed b
Continental 0il Company: is that correct?

This Exhikit 19 is a plot of the production rate versus tim
during the compressor test, the special compressor test.

Is this source of information from the charts?

Yes.

Were those furnished back to Continental 0il Company?
Continental, it is mv understanding, that Continental got a

copvy, a YXerox'd copv of these charts.

J

Rt
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0O Now-
A I cannot vouch for that. I did not send them a copv.
I am told that theyv were sent a copy.

0 Do vou make this tvvre of computation every time a
deliverabhility test is made?

2 Let's stay awav from deliverability.

0 I am asking vou about a deliverabilitv test. This was a
well test. Do vou make anv computations on any other testé
as to performance?

A My concern was instantaneous production rate at any
particular time, producing rate, not to he confused with
whatever deliverability micht mean.

¥R, PORTER: I have often wondered what it meant,
myself.

0 (Bv Mr. Kellahin) You sdy that this shows that the production

A

was declining, and vet on the Axi Apache M-1 it reached a
hottom point and then started climbing again, 4id it not?
Yes, sir, that is true. There are two noints that have
vost slope.

And the same is true on the Axi Apache L-3?

That is true. There at the end, nearing the end of the
test the slope does increase.

That doesn't indicate the production was declining, does iy

Well, if you take this from the 92d hour to the 94th hour,

during that particular time period, certainly there are
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going to be variations, hut I am lcoking at the total test
time from time zero to near the end of the test period.
The only well that showed a decline, actually, was the G-l?
No, sir, that is not true.

The only one on the exhibit, then?

No, sir, if vou will examine Exhibit 19, the first graph,
you will see that the initial production rate was about
56 Mcf's per davy.

If you will examine the input of that graph, that is
44 a davy, that is a decline.

Now, if yvou will ¢o to the second graph on Exhibit 19
vou will see that the initial production rate that I have
plotted here was 345; the final production rate was about
135, I believe.

That is a decline to me.

Now, ITlr. Bovd, when vou put a well on test after it has
neen shut-in, isn't it normal that the rroduction rate will
be high initially and it will decline until the well
stabilizes?

When you shut a well in, and then put it on the test, vyes,
vou would exrect some of what has heen described here
hefore as flushed rroduction, whatever that is.

Well, in vour orinion, have these wells stabilized at a
rate shown on these exhibits?

Mo, sir, I don't think that thev have come to the point to
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where~-now, when we talk about stabilizing, let me apply my|

own definition to that. When a well is stabilized it should

be ahle to produce at about the same rate over at least a
24-hour reriod, and none of these grarhs indicate that this
well is producing at a stabilized rate over a 24-hour rerio
Actually, it is showing an increase on two of them, isn't
it?

Well, if vou look at it from about the 72nd hour of the
test to about the 96th hour of the test, and then ahout the
120th, and about the 144th hour of the test, ves, there was
a small increase there, hut I fail to see how we can pick
the grarh anart and look at only those two segments, partic
ularlv ir view of the fact that the chart indicated an
interruntion along the flow period.

How manv well lelivery tests have you ever witnessed? Have
vou witnessed any?

No, sir, I did not.

How many have vou examined the data from them?

Are you talking--if you are referring to the State 0il

Conservation Commission Deliverability Test, I think I

should decline to comment on that because I have snecifical

1lv talked ahout nroduction rates as opposed to whatever tne
statutory deliverabhility is.

Isn't a rroduction rate a factor in the state deliverabilidy

jan
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Sir?
Do vou know?
You are getting on ground that I know a little about the
statutorv requirements, but I am not nearly as familiar
with them as some peovrle are, and I purposely stayved away
from this,
Well, Mr., Rovd, you mav have purposelv staved away, but did
vou not hear ''r. Mattes testifv vesterdav these tests, you
attempt to analvze here were conducted on the same hasis as
the deliverabilitv test recuired bv the Commission?
Yes, I heard him testify to that. I am not disputing that.
All I am simply saving is that I have rlotted the
instantaneous n»nroduction rate versus time during that test,
and in mv opinion, sir, we do not have a stabilized flow
rate. That is all I am saving.
Well, how did vou harpen to pick those three particular
tests?
I think that you are getting to why I did not include all
six of them.
Yes, sir.
Let me state, sir, that I looked at not onlv six, but I
helieve eiaght compressor tests, or eight wells that the
comrressor was on.

There were several reasons wny I didn't do it. I

think the best reason is explained on Exhibitr 20
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QO

The Axi J~1 was one of the wells that was on a
comrressor test,

You will see that in October, if you examine that
graph, in Octoher the production rate peaked out, it
declined in Wovemher, and it declined some time furtner in
December, and mv having three more grarhs just adds more
volume to the already voluminous exhibits.

In connection with your Exhibit 20, Mr. Royd, I don't want
you to discuss those where we didn't show a decline. T
think it is obvious that thev are still producing at highen
rates from vour graph itself, but in ceneral, for example,
let's take the'Apache J~3 lease,

Sir, shall we take all of the exceptions?

No, sir. We will take the Apache J-3 lease. If your
counsel wants to question vou about anv others, he may do
SO.

The third orarh. The well--

Yes, sir, the third graph in your Exhibit 20.

D.K.

Now, that shows a slight decline from November to December,
does it not?

Yes, it does.

But it shows suhstantially more production during those

two months than for anv other month on your graph '6%-'70,

and '717?
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QO

Yes, that is true.
Is that also true, for example, on the Apache J-7 lease,
not so striking a difference, but production still is
climhing and it is producing more than it produced at any
other time?
Yes, it is still--the December rate was higher than at any
other +time in 196%, '70 or '71.
Now, here is another one that declined, the Apache J-12
lease. That produced during Novemher substantially more
than it produced any other time during the period shown on
your graph, and it was producing a* the end of December
more than it produced any time during 1970 or 1971; isn't
that correct?
Yes, it did produce more in December than it did through
'70-'71.
S5c the result is reducing vour line pressures has increased
the nroduction for at least some of Continental's wells,
has it?
I don't think that has bheen denied, sir.
Now, on Exhibit 21--we have discussed that somewhat already
~-but I will have a counrle more cuestions.

Did you consider the method of allocation as reflectin
vour net pay as being indicative of what an operator is
entitled to?

Sir, vou are getting back into an area that I have already
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stated that I am not aqualified to testify about.

I am not familiar with the allocation procedures that
are apprlied to here.

I mean, in Exhibit 21, I have simply tried to in one
fashion differentiate as to the relative quality of the
sand, and in Exhibit 21 that aspect of cuality has to do

with sand develorment, way thickness.

o

Are vou offering this exhibit with the view to show wha
each onerator is entitle gto vreduce?

MNo.

Vou don't say that has anything to do with it?
Certainlv sand thickness has something to do with what a
well is capabhle of nroducing.

I am not talking about what it is carable of producing. I
am talking about what it should be permitted to produce.
That is totally outside the area of my responsibility, and
I cannot testify to that.

Now, have vou calculated the gas reserves underlying each
tract here?

No, sir, I have not. I did make a sand volume calculation,
which I have not included as an exhibit.

That is an allocation vou could make, is it not?
The reserves?

Yes I mean, vou have the abilitv to make it and the

information necessarvy to do so?
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I have the a®ilitv to make it. Results anyone can arque
with results. All the cuality of data input is a very
simple process to calculate gas.

What you are savirg is engineers don't agree any better
than lawvers?

That is basicallyv it, yes, ves, Sir.

Could vou also calculate on the bagsis of thc information
availakle to you drainage from one tract to another?

Mo, sir.

You cannot do that?

No, sir.

You do not have the abilitv or vou do not have the informat
ion?
I have the ahility. HYere again, we go back to the engineer]
lawver. I don't think that we would be in agreement.

That is what vou are saving?

Right. We sav that we mav not necessarily he in agreement.
On vour aross section you refer to an Amoco well which you
said had better sand development, therefore it will produce
more gas?

I think, sir, that I was referring to the Amoco Jicarilla
155~6, Is that the one yvou are referring to?

Yes, I believe that is correct. I Aidn't get the number.

Now, vou say that well will nroduce more gas, I believ

was vour testimony; isn't that correct?

e
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If all other rerameters are the same.
If onlv the sand thickness—-

The sand thickness is different?

Everything else the same excent the sand thickness?
Yes,.
The well in the thicker sand will produce more gas, more
fluid.
Do vou know what pipelines that well is connected to?
No, sir, I den't. As a matter of fact, I don't believe
that this well is a Pictured Cliffs producer.
So you are comparing the sand thickness in some other
formation to the Pictured Cliffs?
HNo.
What are vou comparing it to then?
This is the Pictured Cliffs Formation. The casing--if I am
not mistaken—--the casing simply wasn't perforated in the
Pictured Cliffs.
So, Amoco is not vroducing that as a Pictured Cliffs well?
I don't think so. I don't know, reallv édon't know.
You have some otlier wells on there, Amerada's, are they
connected to the Southiern Union in the Pictured Cliffs
Formation?

he Amerada wells are not, they are not.

Are thev producing from the Pictured Cliffs?
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Yes, sir, I believe they are.

Do you know what line pressure they are producing against?
I don't know what those line pressures are right now, no,
sir,

Mow, have vou made any comparison of the deliverability of
the various wells vou have analvzed here to determine the
guality?

Sir, you get back to deliverability.

You haven't done 1it?

I explained to vou that what I am interested in as. a
reservolr engineer is production rate, not deliverability.
Well, Mr. Rovd, vou keen evading the cguestion. Doesn't ths
deliverability test+ show then the delivery rate; is that
not cne of the figures shown on the test?

Do you want me to plead complete ignorance to that?

If vou wish.

All right. I will have to tell vou that I don't know.
You don't know what the deliverability test does?

I don't know what all is involved in the deliverability
teast,

Then vou don't know anything about the arplication of the
Commission proration formula; 1is this your testimony?
That is true. Well, I know very little about it.

You don't know enough about it to testify whether it is

effective or not to give ratable take to wells in the poolf
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MR. JAMESON: ‘ir. Porter, I think we have gone far
enouch on this line of cuestioning. The witness has qualified
himself as a reservoir engineer, not as a proration expert. I
bhelieve it is time for this line of questioning to come to an

end.

MR, PORTER: I think it has.

MR, KELLAHIIN: That completes our cross—-examination.

¥R, PORTER: Anyone else have a questicn of Mr. Royd?

The witness mav be excused.

MR, JAMESON: That comnletes our rehuttal case.

MR, DOPTER: Do vou have another witness?

e, RELLAHIN: I would like to recall *r. Mattes for
some very brief cuestioning.

™

YR, PORTEER I see. Let the record show that Fir.

AN EAs

t

Mattes is s5till under oath.

T

This is the same Mr. Mattes who testified before.
MR, KELLAKEIN: I believe that will be our Exhibit 23.

RE-RE-DIRECT EXAMINATION

BY VR. XELLAHIN

At the hearing vesterdav a series of exhihits were vresen-

)

ted »y Southern Union ©as Compvanv, apparentlv purrorting td
show that the rroduction from Continental wells could not
he continued at a sustained rate and that they were in fact

declining, and I refer narticularlv to their Exhibits 4, 6
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NDid vou review those exhibits?
Ves, I &id.
And on the hasis of vour review, what analvses have vou
made?
Well, I have made an analvsis of the data that is contained
in Southern Unicn Cas Companv's Exhibitz 4, €, and 3.
Refore you start, would vou please identify those three
exhibits?
Exhibit 4 is the average producing pressure; Exhibit 6 is
the production; Exhibit 8 1s the producing davs.
Did yvou make a composite exhibit showing the results of
comnaring those three exhibits?
Veg, gir, I 4id. I added ur all of the numbers on all
three of these exhibits hy operator, and then divided that
total bv the number cf davs at a noint which had been
included fcor that orerator to arrive at an average for
that operator for the producing pressure for the productior
and for the producing davs, for the reriod, the seven-day
period ending January 1 and the eight day period ending
January 9.
Referring to Continental's Exhibit No. 23, would vou
discuss the information that is shown on that exhibhit?
Yes, if vou will look at Exhibit 23, it shows a heading

analvsis of Southern Union exhibits.
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The first one, the operators are tabulated under.

In the second column, the production from Exhibit 6
has been totaled for the seven-davy period ending January 1.

The next cclumn shows the producing days or well days,
if you will, I hellieve the term was used, for the same
period ending January 1.

The next column, which is the third column, headed
Januvary 1 Mcf per well day, merely, that is simple
arithmetic that results in, that is the answer that resultg
dividing the total production by the average number of well]
days, and if vou will lcok at the column for Aztec, that
number is 68. That says that from the information that
Southern Union has provided us in the three exhibits, as
far as Aztec 0il & CGas Company goes, the average well that
was on production during the seven day period ending Janu-
arvy 1, 1972, produced £3 Mcf's of gas, and then what I did
is I took the same period data on Ixhibit 4 for the fourth
coclumn and totaled up all of the pressures that are tahula-d
ted for all of the wells, and divided by the number of
data points, which gave me an average producing pressure
for all of the wells.

The next column is the same data as in the first data
column, except that it reflects the production for the eigh
day period ending January 2, and I guess that is the sixth

column, and it has got the same number in it as the second
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column, and the seventh column has got the same number in
it as the third column, and the eighth column has got the
same number in it, or the same ecquivalent number in it as
the fourth column.

I made these calculations in the room partly and--
Let's go right across these columns to clarify this a
little bit.

Let's take the first one.

What is shown in column 1, kev tco Exhibit 6, what is
that for?

What is what, sir?

What is the four shown in the first column? It says
Exhibit 6.

That is the nroduction for eacih operator for the period
ending January 1st.

0.K. Now, take the second column.

That is the number of well days the operator produced.

Then the third column?

Is the result of dividing the tctal production by the

number of well days to find the average '‘ef's per well dav

The average !‘cf's per well day?

That is right.

Coing across to the next column?

That is the average of all of the pressures that are

—renorted-on Exhibit 4 divided by the numhber of pressures




209 SIMMS BLDG.¢P. 0. BOX 1092 ¢ PHONE 243-66010ALBUQUERQUE, NEW MEXICO B7103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO B7108

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PAGE
2

0

A

A

G

f®)]

renorted for each operator.

Would that then give you an average pressure per well?
Directional, that is right, ves, sir.

This next column, what is that based on?

That is bhased on the same information as is on Column 1.
But vou extended it for the perioed?

Fnding Januarv 92

Endirg January 9.

Right.

Then the next column?

It is the numher of well cavs for each orerator for the
neriod ending Januaryv 9.

Now, we go to the next column.

That is the division of the well days of the eight dav
reriod ending January 2 into the total production of the
eicht dav period ending January & to get an Mcf per well
day for that operator for the eight day reriod ending

January 9.

The next column, that is the average of the pressuresg?
That is richt, sir.

Mow, we have cot those all identified all cof the way across
lould vou showv what the differences are hetween the

iifferent cprerators?

o

Veg, I would. "What I did was I just made the simple




e amenne, waleT WWUPFY, LONVENTIONS

209 SIMMS BLDG.eP.O. BOX 10928 PHONE 243-66910 ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

pace2 59

arithmetic subtraction of the numbers that were included in
t+the January 2 data:; from those numbers I subtracted the
comparable values for the Januarv lst period, and I made
this subtraction for the nressure and for the average Mcf
rer well dav, and I have tabulated the results of the
simple arithmetic calculation in the last two columns over
the vast--vou will notice the asterisks by the heading, if
vou will look at the bottom of the page, the first column
shows the production change on a per well basis, 1972.

You said per well?

Per well day, that is right. The last column, which is a
double asterisk, the average producing pressure cihanged
from 11 to 19, 1972, and this comparison brought me to a
very interesting cuantative conclusion, and it is a matter
of just simply comparing the change in vpressure with the
change in production.

The interesting thing is that all of the pressures on
the average for all of the wells in the South Blanco-
Pictured Cliffs Pool connected to Southern Union went Jdown.

The amount changed bv varying amounts, but you will
notice in the last column that all of the producing press-
ures for the eight dav period ending January 9th were less
than the producing pressures for the same seven day period

ended January 1.

Now, if vou will look in the next to the last column,
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vhich shows change in production, the only guy there whose
production is increased is Continental, and the increase
that I have shown on this exhibit 1is 3 Mcf per day, and I
helieve that it is already been the number of comparable
numbers, that I remember, is two, but I think my number is
three.
Now, that doesn't sound like very much gas.

What is the significance of 3 Mcf's per day change
during this nine day period?
Well, if vou take the 3 !cf's per well day and then you
multiplv that 3 times 31, that producing 93, 93 Mcf's, if
vou will compare the 93 Mcf's with the 67 Mcf per well day
that is the average for the Continental wells, that 3 !'cf
per day difference represents nearly the addition of |
another well and a half to our system, a 3 well and a halfﬂ
if vou will.
Now, even at the prices Continental 1is getting, that is a
signi ficant amount of gas, is it?
That is a significant amount of gas.
Now, are all of the figures shown on our Exhibit 23
derived from the exhihit offered by Southern Union Gas
Company with the exception of the last two columns, and
thev are computations based on those figures?

The data, the first column and the fifth column data were

taken directly from Southern Union Exhibit 6. The second
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0 (By Mr, Xellahin) I have one further cuestion. You heard Fir.

column and the fifth column, sixth column, second column--
excuse me--and the sixth column were taken directly from
Southern Union's Exhibit No. 8, and the multiplication--
excuse me~-I mean the division represented by the number in
the third column and the eighth column is mine.

And the pressures shown in the fourth column and the
eightih column were the pencil averages that I made mysclf,
and thevy were averages of the data that was provided by
Southern Union.

Now, I would like to offer Exhibit 23.

MR, POPTER: Any ohijection?

MR, MOPRIS: No chijection.

MR, PORTER: Exhibit 23 will be admitted.

Haseltine testify vesterday to the effect that we had made
well tests for the purvose of changing our deliverabhility.
Did wvou hear that testimony?

Yes, 1 Aid,.

Did we in fact change the deliverabilitv on any of the
wells hv these tests?

Yes, we did change them.

Would vou nutline »rieflv what those changes were?

Ves, mv exhibit of vesterdav that summarized our srecial
deliverabilitv test-~and I believe it was my Exhibhit Lo. 7

--ghows that the srecial deliverabilitv test, deliverahilif
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Tor 0-1 was 184 I'ctf rer day, While the geriverability test
that was run on that well in June, 1970, was 112, and so
that deliverability did change, and it went up for the J-2,
the 12790 deliverability was 1N9,

In the srecial deliverabilitv test, that deliverv was
110,

That one chanced, too, but it was verv small, and it
went up onlv slightly on the L-1, with 1270 deliverability
tast showing 70 Mcf ner day, and our srnecial deliverability
test showed 27 YMef€ ver dayv. That is a3 small increase. The

-3, the 1870 deliverability test was 55 Mcf's a day and

(=9

the special deliverability test that we ran showed 119 Mcf
ner dav, a substantial increase. N-1 had a 76 Mcf ner dav
deliverahilitv test in 1270, and a 22--on our special
Aeliverabilityv test. That is a substantial reduction.

For the 0-1 the 1970 deliverability was 51, and our
srecial deliverabilitv test was 56, and that difference of
5 Mcf's is pretty much the same, I guess.

Has Continental in any way attempted to use this test as a
means of obtaining assignment of allowables to these wellsj
No, sir, we have not.

Was that vour purpose in running the test?

The tests were vurely to gather data on our wells.
What was the significant data vou were seeking?

The significant data we were seeking was the quantity of
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MR, MORRIS

gas which the wells would produce, and I might add that in
everv case the aguantity on these tests that I have tabula-
ted on these exhibits, that cuantitv was subhstantially
higher than that shown in the 1970 deliverability test, and
I kelieve I have alreadv testified to that.

¥R, XKELLAHIN: That is all I have.

MR. PORTER: Anv questions?

MR. MORRIS: Yes, sir.

RE~CROSS ~EXAMINATION

Mr. Mattes, as I understand vour Exhibit 23, vou have
looked onlv at Southern Union's Exhibits 46 and 8, which
pertain solely to the information on the two recent chart
reriods from January 1 to January 9.

That is right.

All of +he data thet is tabulated on tiie chart and alli
of the arithmetic whose results are shown on this chart
quantativelv was obtained from the data in Southern Union
fas Companv Exhibit 4, 6, and S.

Now vesterday vou on your direct case presented an exhibit,
which I believe was Exhibit 20, which showed a compariscn
of monthly production versus time, that went up through
November of 1971; is that correct?

That is correct.

It did not have the December figures on it?
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No, sir, I testified that it did not.
All right.

Now, let me ask vycu, in making this analyses, instead
of just taking the reriod from January 1 to January 9, why
didn't vou go back and take the December figures that were
supplied to you vesterday so that vou would have a more
meanincoful period of comparison?

Mr. Morris, the answer to vour guestion is that data that
is contained in Exhibits 4, 6, and 8 and the values that
are tabulated thereon have never heen before available to
me.

All right. I believe vyou testified when I cross-examined
vesterdav with respect to yvour Exhibit 20 that you didn't
know what the December production figures were, either,
that those had not been available to vou.

What I said was that I had the December production figures
for six wells of special deliverability tests.

All right. Mow, in our exhibits that we have introduced
vesterdav, and I refer specifically here to Exhibit 3,
Exhibit 5, and Exhibit 7, we provided to you the December
figures or average producing pressure and producing davs.

Mow, vou have chesen to ignore that December informa-

tion and instead have gone strictly to Exhibits 4, 6 and 8

to make a verv short-term comparison of information with

respect to Southern Union's exhibit.
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A

v question simplv is whv didn’t you take into accouny
the December production figures sc as tc give a wider ranage
of comparison?
Mr. Morris, I cuess the answer to yvour cuecstion is that the
amount of time I had availahle was insufficient to tctally
analyze the chart, the exhihit that related to the twelve
month production.

I am net talking about twelve montis. I am just talking
akbout addinag in the one month of December to the first
eicht days of '72 to give a little a little bit broader
hase to vour analysis.

Tet me ask vou, Adid von make an analvsis of the
Necember rroduction on a per well day hasiz=?

4

& not.

[

No, sir, I 4
You don't know what that would show?

No, I do not know what that would show.

Do you know in a cualitative way that that would show a

Adecline on Conoco's production on a ver well day basis?
Would vou vwepeat the cuestion, please?

If vou had taken December?

Yes, gir.

Az well as the first eight davs of '72 and made the same
comnutation, is it not vour susnicion instead of this

showing an increase on Continental wnroducticn it would show

a decrease: in other words, 1f vou broadened vour study?
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If I hroadened myv studv te include December, 197172

Yes.

I think I can answer vour question for vou if I might just
be vermittc?d to look at these exhibits.

I sure can, if I can take a minute.

I will need to do some arithmetic. If vou guys have
agot the time, I have gnt the money. You want me to do,
again now, Mr. Morris, to be sure I understand you, I want
to answer vour cuestion. You want me to hrcaden the score
of this exhibit I have wnrepared to include December
rroduction?
well, if this can be Jdone within a reasonable time.

It wouldn't take five minutes after I understand what vou
want.

Can this be done for all of the overators here?

I can't do it. I don't have any--ves-~-no, I really can't
Ao that, not in some reasonable time.

Jill the figures as shown bv our exhikits 3, 5, and 7
enable the Commission or the Commission staff, if they
desire, to make a computation?

I am sure they could make it, just like I have.

The fant remains, Mr. Mattes, vou have not presented--let
me just make clear what I guess is already obvious. Your

study is only for this information on an eight day period.

My studv covers the change in production for all of the
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wells of the Socuth Blanco-Pictured Cliffs Pool based on
data presented by Southern Union Cas Company for the seven
day period ending January 1, and comparing that production
to the cight dav period ending January 2.

MR. MORRIS: That is all.

MR. PORTER: Anvone else have a guestion?
The witness mav he excused.

Does anvone have a statement to make in the case, statement
of position, other than Mr. Morris and Mr. Kellahin? I am sure
they will have a few words.

MP. MORRIS: IHow would vou like to rroceed, Mr. Porter

MR, KELLAHIN: I would say we have the burden here.
We should have the right to close. We should probably have the
right to oren, hut I would as soon let Mr. Morris go ahead.

MR, PORTER: Do vou agree with that, MMr. Morris?

MR. MORRIS: I agree Mr. Kellahin certainly has a
burden, which I see as insurmountable.

I will trv to be somewhat brief, Mr. Porter.

This, I am sure the evidence here is, of course, very
clearly in the minds of the Commission at this point, and I see
little need to review the evidence or to try to point out its
features.

I would simply ask the Commission in considering the

evidence that has bheen presented to consider the nature of the

case that has been presented here by Continental, the quality of
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the case, the cuality of the evidence presented,

The case that has been presented by Southern Union, frankly
Southern Unien, I am sure anv purchaser considers it quite an
important case, cuite a serious matter to be charged as we have
been charged bv this Anplication on a vieclation of a Cocrmon
Purchaser Act, and unreasonable discrimination.

The only thing unreasonable, we believe, in this matter is
the fact that we are being charged with tne violation of this
Act.

Now, Mr, Kellahin, Continental, I don't mean Mr. Xellahin,
but Continental has attemrted by this proceeding to put blinders
on the Commission, to sav to the Commission, "You can only look
at one asrect of what is going on in the South Blanco-Pictured

+

Cliffs Pool. That is simply a difference in facilities afforded

We admitted in our orening statement to the Commission that
there were differecnces in the facilities afforded.

Mr. Haseltine on the stand freely admitted that there are
differences in the facilities afforded in this Tool.

The cusestion before the Commissicn is whetner the differen-

ces in facilities afforded are unreasonhable in view of the othen

factors that bv Statute the Commissiocn is charged to consider iﬁ

considering whether there has been ratabile taking in tue field.
VYou consider the cuestion of whether there is unreasonable

iecriminatiocn, as has been, I thinlk, hammered at time and again
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throughout this proceeding, not only is the question of
ecuivalent facilities a factor to he considered by the
Commission, but of course, the questions for -consideration are
rressure rrice, lencth of time the gas is available to the gas

I5
puj

rurchaser, cuantity and cualitv of the gas available.

How, we helieve that the evidence here hasz shown that the
dif ferences in vnrice, the differences in the cqualitv of the
wells, of course, affects the gusantity and, if veou will, the
muality of the gas az well as the difference in the length of
time that the gas i3 available to Southern Union.

L1l of tnese things are factors which heavilv cffset the
differences in facilities afforded to Continental in this case.
It wase not Ceontinental that came forward in its own case, as we
believe it should have, as we bhelieve it hiad the Lurden to do,
that came forward and made the comparisons that the Commission i
charged by statute to make in a case of this sort.

It vwas Southern Union that came forward «ith the evidence
on which the comparisons could be made.

We nroduced evidence relating to all of these factors, not
onlv on the Continental wells, but on the wells cf other
nroducers connected to Southern Union's Gathering System, so
that the comparisons could he made by the Commission.

We believe it has been pointed out to the Commission here
that rrice considerations are an integral consideration in not

only this nool hut in the gas husiness general in the San Juan

v
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Basin, to be considered alono with the facilities afforded.

As “Mr. Haseltine testified this morning, that after these
gas purchase agreements are entered into and regotiated, signed,
then the purchasing companv proceeds on the basis of these
purchase contracts that have heen freely entered into, arms
length contracts, to design their gas gathering systems, to
design the pressures at which they will operate, and nct only
does the purchaser know bhut the vroducer knows that in his
negotiation of these gas nurchase agreements the rrice that he
is willing to accert will have a bearing upon the pressures
that he has a right to exvect in the gathering system to which
he will be connected.

Now, nart of the Common Purchaser Statute relates to what
constitutes unreasonable discrimination, and as we have pointed
out, the reasonable differences in prices paid, facilities
afforded, will not he considered if thev hear a fair relationshi
to the other various factors to which we have referred.

We believe the testimony here shows that thevy do bhear, that
the differences that are shown here betweer all of these factorg
do bear 2 reasonable relationship to each other, so that there
is no discrimination against Continental, 3just as there was no
discrimination against its predecessor, the Humble 0il & Refiniq
Company at the time thev entered into this contract.

Wwe would like to call the Commission's attention to Sub-

section ¥ of the Commecn Purchaser Statute, which we mentioned aty

<

P

g
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the begirning of this proceeding, which in effect says to the

Commission that the Common Purchaser Act shall not be apnlied to¢

require the nurchaser to take gas under a pressure that would bg

uneconomic or unsatisfactory to the gas purchaser as to its gas
transportation facilities then in service.

In other words, the Act cannot be arplied so as to reauire
Southern Union, in this case, to make an expenditure of funds
to nlace new gas transportation facilities in service,

This, I believe, is in keeping with the general rule of law
that the Conservation Commission, and nerhaps other types of
administrative agencies, should not construe their statutes to
recuire as an affirmative act the expenditures of funds, in thisg
case on the nart of thie gas nroducer--excuse me--the gas purchas
er.

Mow, throughout this hearing, Continental has referred to
ite correlative rights bheing violated.

We helieve the Common Purchaser--well, let me hack up--wo
believe that the definition of correlative rights as set forth
in our statutes should he examined.

This starts off savince it is the orrvortunity afforded to tni
producer tc vroduce hiis just and edguitab:le share of gas, which
is then defined, further defined.

We helieve in a vrrorated gas pool that ornortunity is

afforded the producer through the Commission proration formulas

and rrocedures.

0]
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Now, in order to avail itself of that opportunity, Continer-
tal here has several alternatives, several avenues open to them|

In the first place, a vroducer can alter his own correlative
ricghts by waiving, bv ahandoning the correlative rights that he
would otherwise bHe entitled to.

Tor instance, let's say for some reason Continental wighes
to make an agreement under which it would not nroduce a well fox
a given period of time, for some consideration, certainly it
would have the authority to do that.

Could it then come to the Commission and sav that its
correlative rights were being violated because under that agree-
ment it wasn't rroducing anv gas? That is an extreme situation,
hut it is nct too extreme, because in essence that is reallv
wnat we have here.

Continental is the successor to Humhle in this contract.
If they made, if Humble made a bhad agreement or if Continental
made a bad agreement when it took over and rurchased this sys-
tem fromw Humble, or from Humble's successcor, Southern Union
should not be made its whivrping bov, and certainly the
Commission should not be placed in a vosition of doing the
whipping for Continental.

If thev made a had deal, we submit that they have to live
with it.

Bv contract, we submit, that Continental or any other

nroducer can alter its correlative rights.
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It can waive its correlative rights, because the proration
formula that this Commission administers affords the opportunity
required by the statute to the producer to produce his share of
gas in the pool.

Trom that rpoint on, if the producer wishes to abandon or
alter that right by contract, it certainly can do so, and we
submit Continental and its predecessors have done so in this
case.

We are not saving thev have abandoned their correlative
rights.

We say that thev have modified them somewhat by contract.

Now, there was some suggestion made. It was very~-I think
it came up onlv once in the hearing--that there was some aspect
of waste involved here.

I believe Continental suggested that premature abandonment
might result if it did not obtain relief.

First, let me say what is, I am sure, ohvious, that at somd
point in the life of a pool, some point in the life of a well iy
will be abandoned.

If the economics were nct a factor, that well, whatever wel
it is we are talking about, could continue to be produced until
the verv last Mcf was dragged out of the well, but obviously
there is some economic cut-off point at which the well will he

apandoned.

Now, I think it has bheen shown in this case that the
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economics of gas production and gas gathering are related to
thiis »ressure relationshin.

It is very significant that Continental has the opportunity
reserved to it in the contract of installing its own compression
facilities to raise the pressure of gas in order to produce that
gas into Southern Union's line.

If it wishes to avail itself of that right, then certainly
it has the opportunity afforded to it to not only protect its
correlative rights but to prevent premature abandonment.

We believe the Common Purchaser Act itself is a very speci-
fic provision of the application of protection of correlative
rights.

We do think that the Commission has to go back to the
general definition of correlative rights to answer the question
that is vrovided in this case.

We think the single issue in this case is whether there has
heen unreasocnahle discrimination, and we believe we have answeraod
that cuestion in the negative, that there has not been unreasona!
ble aiscrimination, that the differences in facilities afforded
do bhear a reasonable relationshin to the cther factors that the
Commission 1s charged to consider, and we resrectfully ask that
the Comnmission denv the arplication of Continental 0il Companv in
this case,

MR, KELLANTIN: I bhelieve Mr. Morris actuallv nut Qs

fincer on the controversv, It is Just a difference in
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internretation tiat we are talking about.

Thelr witnesses and ours have hoth shown thevre are
differences in the facilities afforded Continental 0il Companv,
and I micht add, other orerators on the eastern leg of this
section whiclhi has »een referred to as the Jicarilla Section, as
comrared to the facilities afforded on thie western leg of it and
the northern seagment.

The contention seems to be that because of the differences
raid Continental for its gas, the difference in gas facilities
is justified and reasonable.

Now, in the first place, I feel Mr. Morris, or as I should
sayv, Southern Union Cas Comranv, is misinterpreting the Statute.

The Common Purchaser Act does not in any way connect nrice
and facility afforded.

afforded =hal

ct
o]
]
o]
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It doesn't gay "The
he modified bv the price of gas.

At no roint in this entire section.

All it savs is that nurchases shall be made witacut
unreasonable discrimination in favor of one producer against
another in, one, the rrice vaid; two, tihe cuantities purchased;
three, the hasis of measurement; four, the gas transportation
facility.

In other words, there are those four different items on

which there can he no discrimination, and you don't couple them

and sav one modifies the other.
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How, vou go on down in the section, and that is what they

apprear to be relving on, the statute savs for the nurpcse of

0y

or facilities

—

this Act reasonable differences in prices pail
afforded, or hHoth, shall not constitute unreasonahle discrimina-
tion if such differences hear a fair relationship, and this is
the only thing vou can consider on the prices paid or the
facilities afforded, if thev hear a fair relationship to
differences in aguality, cguantitv, or pressure of the gas
available or the relative length of time during which the gas
will be available to the purchaser, and the only point thev
could make in that entire section 1is the relative time the gas
will be available to vurchase.

That is four more vears as far as Continental is concerned,
and if they afford us prorer facilities, thev could prcbhbably
have it longer.

The difference in the prices paid and the facilities
affordecd have no relationship to each other.

The statute says yvou have got to furnish substantially
eaqual facilities, and vou have got to pav substantially equal
nrices, and that reasonable differences in rrices paid or
reasonable differences in facilities afforded would bhe permitted
and that is only natural.

Now, when we consider the enforcement of the Common
Purchaser Act, we do have to consider correlative rights,

because the purpose of the Common Purchaser Act, and the
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Commission--and I won't burden vou with reading all of the
provisions of the gas proration statutes with which you are
thoroughly familiar. I will only say that the Commission well
knows correlative rights mean the opportunity afforded to the
owner of each property in a pool to produce without waste his
just and equitable share of the oil and gas in that pool.

That is what we are asking for.

I think it is highly significant that that statute was
adopted in 1935, and the Legislature in its wisdom seemed to
feel that it was deficient, so in 1949 it adopted that portion
of the Comron Purchaser Act applving to gas transnortation
facilities.

Mow, when we get into this cquestion as to whether the
Commission's vrroration formula protects our correlative rights,
as Southern Union contends, and gives' us our opprortunity to
produce our just and equitable share, we will be forced to agree
with him, if all of the wells were prcratable wells, but as we
pointed out in our oprening statement, and as we pvointed out
throuchout our testimony, the very fact that the pipeline compan
by manipulation of its pressures for whatever purpose it may he
done, can change a well from marginal status to non-marginal and
change a non-marginal well back to a marginal status certainly
indicates that the Commission must consider the facilities
afforded if its proration orders are to serve the purpose and

function for which thev were designed.

yr
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Now, we contend that the proration forrula in the past has
not affordecd Continental 0il Commany the orportunitv to produce
its just and eouitahle share of gas underlying its lands in thig
rool.

I think this is amnlv demonstrated hv the fact that
Scuthern Unior when it reduced its line pressures changed tic
status of twelve of cur wells from marginal to non-marginal,
which fact has not vet been recognized in the Commission schedulk,
I admit, but on the basis of production prorerly should, they
should be classified now as non-marginal because they have shown
an ability to produce the vroratable allowakle, or we contend,
and I think our evidence shows, that if we are afforded
substantially the same rressures that are afforded other
orerators in the vool, including Caulkins 0il Company and
Southern Union Production Companv, we will be ahle to produce
substantially more gas, which is our just and eauitabhle share
under the Commission formula, bLecause when those wells hecome
vroratable wells the operation of the formula does give us our
share of the gas.

This is, unfortunately, one of tue deficiencies in our
rroration system which we just must recognize. A marginal well
in the past has been operated at the will of the pireline company
and the operator has had no remedy other than to come to the
Comnission, as we have done here.

Mow, I think a little quotation from our friend Ben Hall in
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this regard might be apprope, in an address he made at the
Southwestern Legal Foundation in their Fourth Annual Institute.
Yr. Hall pointed out that either purchasers under natural
gas contracts have succeeded by and large in satisfying the
producers or the vrroducers have not objected to the drainage of
gas reservoirs, for there are few cases on the subject of the

ratahle take of gas.

ot

Yle are not satisfied. We feel we have been harmed, and we
are here ashking for relief at the proper forum, the one which
can give us relief.

One other point here. That Southern Union's position has
hbeen that there is a fair relationshipr between the pressures
afforded us and the price paid for gas.

Verv well. When we started looking at this situation in
1968, the pressures in this north segment already were 322 pound
and in the Continental lease down here they were 4950 pounds on
the L, M, N, 0 leases over here they ran from 474 to 511 pounds.

In 1969 we had pressures to 287 pounds at this pcint.

NDown here we had 470 vnounds, and over here, 485 to 498 on
the L, ™, N, N leases.

Now, in 12792, just prior to the reduction in the line
pressures which was made bv Southern Union Gas Company, and whil
perhaps our complaints didn't cause them to put in these

facilities, certainly we had been complaining, and we get

reduced line pressures.

5,

e
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The pressures on the Caulkins area, the Lowerie line, I am
talking about the wellhead nressures, were up to 459 pounds.

Down here we were--I mean—--no, I am sorry, 267 pounds on
the leases here.

They were on the order of 459 pounds, and over here they
ran from 457 to 4%4.

Cur present most recent data, which I think is substantia-
ted by all of the evidence here, the present pressures up here
are on the order of 189 pounds,

Over here we have 259 pounds, and down here 285 pounds, SO
in spite of the fact that there have been reductions in line
pressures, there still is a substantial pressure differential,
depending on which well vou may look at, from 60 to 50 pounds
hetween the facilities afforded here on the northern segment and
the facilities afforded here on the mid-portion of the eastern
segment.

By no stretch of the imagination can those be said to bhe
related to point to 5¢ per Mcf, which is what we are getting in
addition over and ahove the 13¢ that Caulkins 0Oil Company is
getting.

We would gladly trade our .25 cents for the same line
pressures, bhecause we would make that, make that un in additions
nroduction, as Mr. Mattes' testimony has shown.

Mow, bhasicallv what we are talking about here is summed up

Sl

by Summers on his oil and gas treatise, section 77-%4, commenti
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on the Common Purchaser Act, Summers has this to sav:

If all of our producers in a common source of supply have
equal ovrrnortunitv to sell or to transport oil and gas from
their wells and thev are not afforded the ornortunitv to nproduce
their just and eaduitable share of the o0il or gas or to utilize
thelr just and equitable of the reservoir enerqv, viewed in this
light, there is no doubt of the constitutionality of the Common
Purchaser Act.

All we are asking for, reallv, is our opnwortunitv to
rroducc our just and eaquitahle share, whiclh we contend has heen
denied to us by the high lire nressures maintained bv Southern
Union Gas Compranv.

How, we ere not asking for ratable take for Continental 0il]
Comnanv., T‘hat we are asking for is ratable take from the South
Blanco-Pictured Cliffs hase rool that affects everv operator in
the Pool, all of whom we feel should have an ecual oprortunitv
to rroduce his gas, and we are fighting the battle as much for
I'ztec and Southern Urion Production, or any othwr of the cotner
operators. If thev see fit hecause of their cornporate relation-
shir not to come in and ask for it, this is their husiness,

e feel we have been penalized and we are asking for it.

Then vou come to the cuestion of how can the Commission do
this, as has bheen nointed out, the Commission can't require a

ripeline companv--and I'd gay by the same tcken--a producer to

srend monev.
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I will agree with that. We are not asking Southern Union
Gas Company to take anv srecific action in the way of huving new
compressors or facilities or »utting in more pipes, or anvtiiing
else.

What we are asking them to do is furnish us with substan-
tially the same pressures as they are affording to Caulkins 0il
Conpanv or to any of the other orerators in the Pool.

Mow, those pressures mav be higher or lower, and I ccrtain-
ly would bhe haprv to sell them lower, because we will produce
more gas, but if they raise the pressures on the other wells to
the same pressures we have under the Commen Purchaser Act, we
have no grounds for comnlaint. This they can do without buving
any more ecuipment,

e nrefer to see them install more ecuirment or operate
with the rresent ecuipment theyv have in such a fashion that theg
nressures can he equal.

We feel it can be done. We don't ask the Commission to
tell Southern Union what to d2. 2All we do ask the Commission tg
do is tecll Southern Union CGas Company what results vou expect
them to achieve, which we feel should bhe subkstantially equal
pressures throughout this system.

Now, in entering such an order, we, of course, have to

recognize that pressures are not going to bhe ecqual. The laws of

physics are not goina to rermit that, hut we feel that present

e

2

nressures go far hevond any differences which should be observed
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under the normal oneration of a companv conscientiously trying
to ecualize pressures in their system.

We would further prorose that if the Commission sees fit tg
enter such an order, thev hold the case ornen for an examination
of the results achieved at some reasonahle future date. I thinH
this would be onlv proper both for Southern Union Gas Companv and
for Conoco 0il Company and the other operators.

In that connection, I would ask permission to file in the
near future with the Commission a proposed form of order, and: of
course, we will furnish a copy to Southern Union Gas Company.

Thank vou very much.

MR, PORTEP: Does anvone elsz have a statement to make

—vr

As to the request for rermission to file the proposed order
why the Commission will allow the 2pplicant to submit a nroposed
order.

Do you have anv comment, Mr. Morris?

MR, MORRIS: Well.

ME. PORTER: He indicated a cory of the order would bhe
submitted to Southern Union.

MR. MORRIS: In this event, Mr. Porter, we would, of
course, like to have the orportunity to respond by commenting on
the prorosed order to the Commission, and of course, the pronosed
order that Southern Union would present would at least be very
brief as to the ordering portion of the order.

However, I think it would be approrriate for us to submit
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our own proposed Order to contain the rindings of fact that we
would propose the Commission to make, so in that light we would
make the same recuest that we have some period of time, at least
two weeks, to submit a prorosed order.

MR, KELLAHIN: If the Commission please, may I ask a

cuestion? You sayv time to resrond. You mean Dy submitting a
proposed order of vour own?

MR, MOPRIS: Well, I think that would be sufficient,
Myr., Porter.

MR, PORTER: Well, suppose the Commission would allow
each vartv here to submit a proposed order within f£ifteen days.
Is that sufficient time?

MR, KELLAHIN: Fine.

M, POPTER: In the case there has been some referencq
made here tc a whirning »eov, so I gquess the Commission sheuld
give some consideration as to who is the whinper and whe is the

whinree, and so we will take the case under advisement and the

hearing is adicurned.
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our own proposed order To contain the findings of fact that we

would rropose the Commission to make, so in that light we would
make the same reguest that we have some period of time, at least
two weeks, to submit a proposed order.

MR, KELLAHIN: If the Commission please, may I ask a
question? You say time to respond. You mean by submitting a
proposed order of vour own?

MR, MOPRIS: Well, I think that would be sufficient,
Mr. Porter,

MR, PORTER: Well, suppose the Commission would allow
each prarty here to submit a proposed order within fifteen days.
Is that sufficient time?

MR. KELLAHIN: Fine.

MR. PORTER: In the case there has bheen some reference
made here to a whirping bhoy, so I guess the Commission should
give some consideration as to who is the whipper and who is the
whippee, and so we will take the case under advisement and the

hearing is adiourned.




PRI wwr

oy mans

- e Ty

1, WRYTEM I IVING

DTN VT, NI

209 SIMMS BLDG.eP.0O. BOX 1092 ¢ PHONE 243-66910¢ ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

PAGE

315

WITNESS
OREN HASELTINE

Cross~Examination by Mr. Kellahin
Re-direct Examination by Mr. Jameson
Cross—-Examination by Mr. Utz.
S " - " Stamets
ALVIN DEAN
Direct Examination by Mr. Jameson
Cross-Examination by Mr. Kellahin
JOE BOYD
Direct Examination by Mr. Jameson
Cross-Examination by Mr. Kellahin
Re-re-direct Examination by Mr. Kellahin
Re-cross—-examination by Mr. Morris
EXHIBITS
SOUTHERN UNION MARKED
Exhibits 1 through 17
Exhibit 18
Exhibit 19
Exhibit 20
Exhibit 21

Exhibit 22
Exhibits 18 through 22 were admitted

PAGE

162

226

228

233

236

242

247

265

284

293

OFFERED AND
ADMITTED

126
162
249
251
254
255

259
265




O

i

®

Y
re

dearnley-meier - -

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 SIMMS BLDG.eP.O. BOX 10920 PHONE 243-6691¢ ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

mee J10

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO:‘)

I, RICHARD STURGES, a Certified Shorthand Reporter, do
hereby certify that the foregoing and attached Transcript of
Hearing before the New Mexico 0il Conservation Commission was
reported by me; and that the same is a true and correct record

of the said proceedings to the best of my knowledge, skill

and ability.




