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ORDER OF THE CQMM;§SI§N,/

This cause came on for hearing at 9 o'clock a.m. on
June 5 , 1963, at santa Fe, New Mexico, before
Examiner dQuly appointed by the 0il Conservation Commission of New
Mexlco, hereinafter referred to as the -"Commission, " in accordance
1ith Rule 1214 Of the Commission Rules and Regulations.
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BY THE COMMISSION:

NOW, on this day of _June ’ 563, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations. of the Examiner,
Elvis A. Utz . and being fully advised in the premises,

FINDS:

: (1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Pan American Petroleum Corporation,
seeks to suspend the shut-in provisions of Rules 15(A) ard 15(B)
of Order No. R-1670, as amended, until September 1, 1963, for the
Gallegos Canyon Unit Welles Nos_  9g, 107, 102, 110, and 11i, loca-
ted in Sections 18, 13, and 20, Township 29 North, Range 12 West,
and the Gallegos Canyon Unit Wells Nos. 102, 106, and 108, located
in Sections 13 and 24, Township 29 North, Range 13 West, Basin-

Dakota Pool, San Juan'County, New Mexico.
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{2) That th rp ant has not egtablished that waste is
occurring or that correlative rights are being violated under
the shut-in provisions of Rules 15(A) and 15(B) as applied to

the subject wells.

_______________.___.._J
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“ (4) That the applican
i\ nf“i!h‘é"ubject application will eithex prevent waste Or protect

it
i

i
Hcorrelative rignhts.
|

'\
“ (5) That +he subject application should be denied. \
|
“ _ IT IS TRERVFORE ORDERED:
(1) That the subject application is hereby deniecd.

(2) That jurisdiction of this cause ijs retained for the

entry of such furither crders as the commission may deem necessary.

DONE at Santi Pe, New Mexico, on the day and year herein-
1above designated. » ,
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PAN AMERICAN PETROLEUM CORPORATION

: . P. 0. Box 480, Farmington, New Mexico
YT o May 10, 1963

P 4

File: =~ N-359-986.510.1

Subject: Application of Pan American
Petroieum Corporation for an
Emergency Order Granting an
Exception to Rule 15 (B) of
Order R-1670 snd for a Hearing

- On an Exception to Rules 15 (A)

and 15 (B} of Order R-1670

Mr. A. L. Porter, Jr.

New Mexico 0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Deax Sir:

Attached are three copies of the application of
Pau smerican Petroleum Corporation for an erergency order
sranting an exception to Rule 15 (B) of NMOCC Order R-1670
and for an immediate hearing to comsider an exception to
Ruie 15 (A) and Rule (B) of Order K-1670.

Yours very truly,

PAN AHERTfiE/EE;ROLEUH CORPORATION
j:;;7r Ve 45:f”
%;74%%??’;é&§;é;¥¥%z;;
YT."M. Curtis

District Superintendent
GWE:en

Attach,




DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 5, 1963

M. - OIL CONSERVATION COMMISSICN CQNFERENCE ROOH,

9 A- -
STATEZ LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will b2 heand before Elvis A. Utz, Examiner, or
Daniel S. Nutter, as alternate examiner:

CASE 28161 Ir the matter of the hearing called by the 0Oil Conservat ion

Cominission on its own motion to permit C. T. Robertson and
all other interested parties to appear and show cause why
the Honolulu Stats "B" Wells Nos. 4 and 5 in Units G and
H, respeciively, of Section 11, Township 11 Scuth, Range 27
East, Chaves County, New Mexico, should not be plugged in

CASE'3827: Application of Texaco Inc. for a triple completion, Lea
‘ County, New Mexico. Applicant, in the above-styled cause,

seeks approval of the triple completion (combination) of
its State "O" Well No. 17 located in Unit N of Sectiom 36,
Township 17 South. Range 34 East, Vacuum Field, Lea County,
New Mexico, to produce oil from the Wolfcamp and the
Pennsylvanian formations through parallel strings of 2 7/8
inch casing and from the Devonian formation through 1 % inch
tubing installed within 3 % inch casing, all casing strings
to be cemented in a common well bore. :

CoSE 2828: Application of Continental 0il Company for a triple comple-
tion, Lea County, New Mexico. Applicant, in the above-
styled cause, ceeks approval of the triple completion.
{(conventional) of its Warren Unit Well No. 26, loccated in
Unit M of Section 27, Township 20 South, Range 38 Easi, Lea
County, New Mexico, to produce gas from the Warren Blinebry
Gag Pool and from the Warren~Tubb Gas Pool and oil from
the Warren-Drinkard Pool through parallel strings of tubing.

CASE 2829: Application of Amerada Petroleum Corporation for a dual
completion, and for commingling authority, L.ea County, New
Mexico. Applicant, in the above-styled cause, seeks
approval of the dual completion (conventional) of its S. E.
Anderson Well No. 1, located in Unit B of Section 30,
Township 9 South, Range 35 East, Lea County, New Mexico,
to produce oil from the Bough "C" zone of the Pennsylvanian
formation and from the Devonian formation through parallel
strings of tubing. Applicant further seeks authority to
commingle said poola on said lease by use of the subtraction
method.
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CASE 2830:

o -

&.CASE 2831:

\
\

CASE 2554:
| CASE 2820:

CASE 2821:

Docket No. 16—63

Application of Eumble 0il & Refining Company for a triple
comoletion, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks an amendment to Order No. R~-2433,
vhich order authorized the triple completion (tubingless),
of applicant's State "S" Well No. 24 located in Unit J,
Section 2, Township 22 South, Range 37 East, to produce oil
from the Blinebry, brinkard, and Abo formations through
parallel strings of 2 7/8 inch casing cemented in a cemmw 1
well bore. Applicant now desires to substitute the Granite
Wash for the Blinebry formation in said Order No. R~-2433.
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the general Rules
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Application of Pan American retrol
exception to Rules 15 (A) and 15 (
and Regulations governing prorated gas pools in Northwestern
New Mexico. Applicant, in the above-styled cause, seeks

to suspend the shut-in provisions of Rules 15{A) and 15 (B)

of Order No. R-1670, as amended, until September 1, 1963,
for the Gallegos Canyon Unit Wells No. 96, 107, 109, 110,

and 111 lccated in Sections 18, 19 and 20, Township 29 Horth,
Range 12 West, and the Gallegos Canyon Unit Wells No.. 1G2,
106, and 108, located in Sections 13 znd 24, Township 29
North, Range 13 West. Basin Dakota Pool, San Juan Couaty,
New Mexico.

um
\
!

{Reopened) _

In the matter of Case 2554 being reopened pursuant to the
provisions cf Orcder No. R-2253, which order established
temporary 80-acre proration units for the South Lane
Pennsylvanian Poecl, Lea County, New Mexico, for a period
of one year. All interested parties may appear and show
cause why said pool should anot be developed on 40-acre
proration units.

(Continued from the May 22, 1963 examiner hearing)
Application of Texas Pacific Coal & 0Oil Company for a- noo~
standard gas proration unit, Lea County, New Mexico. -
Applicant, in the above-styled cause, seeks approval of a
320~acre non-~atandard gas proration unit comprising the NE/4
of Section 20 and the NW/4 of Section 21, Township 23-South,
Range 36 East, Jalmat Gas Pool, Lea County, New Mexicg, to
be dedicated to its State "A" A/r-1 Well No. 6, located

2310 feet from the North line and 1650 feet from the West
line of said Section 21.

L3

(Continued from the May 22, 1963 examiner heaiing)
Application of D. W. Falls, Inc. for an extension of Order
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Docket No.

CASE 2824:

CASE 2826:

iqg/

l6-63

Nc. R-2213, San Juan County, New Mexico. Applicant, in the
above~styled cause, seeks the extension of Order No. R-2213,
which order assigned a temporary deliverability for allow-
able purposes to applicant's Federal Well No. 2-11, lecated
in Unit O of Section 11, Township 28 North, Range 13 West,
Basin-Dakota Gas Pool, San Juan County, New Mexico.

inued from the May 22, 1963 examiner hearing)

cation of Texaco Inc. for a triple completion, Lea
County, New Mexico. Applicant, in the abkove-styled cause,
seeks approvai of the triple completion (combination) of
its State "O0" Well No. 14, lccated in Uniti § cf Section 36,
Township 17 South, Range 34 East, Lea County, New Mexico,
to produce oil from the North Vacuum-Abo and the Vacuum-
Wolfcamp Pools through parallel  trings of 2 7/8 inch
casing and from the Vacuum-Devonian Pool through 1% inch
tubing installed within 3 % inch casinry, ill casing strings
to be cemented in a common well hore.

(Continued from the May 2%, 1953 examiner hearing)

Application of Texaco Inc. for a triple completiom~& for certain

administrative procedures, Lea County,New Mexico. Applicant,
in the above~styled cause, seeks approval of the triple
completicn {combination) of its State "L" Well No. 6

located in Unit B of Section 1, Township 18 South, Range

34 East, Lea County, New Mexico, to produce oil from the
Vacuum Wolfcamp Pool and an undesignated Pennsylvanian

Pool through parallel strings of 2 7/8 inch casing and from
the Vacuum~Devonian Fool through 1 % inch tubing installed
within 3 % inch casing, all casing stcings to be cemented
in a common well bore. Applicant further seeks a procedure
whereby 1 % inch tubing for Devonian production in this
field may be approved administratively.



APPLICATION OF PAN AMERICAX
PETROLEUM CORPORATION FOR AN EMERGENCY
ORDER GRANTING AN EXCEPTION TO
RULE 15 (B) OF COMMISSION ORDER 2-1670

A critical situation has developed in Northwest New Mexico, a
situation so extremely critical that Pan American Petroleum Corporation
i8 compelled to make this application for an emexrgency order and an
inmediate hearing before the Commission. We request that this hearing
be scl.eduled auch that the Commission may consider the evidence and testi-
mony and still have time to act prior to the termination of the requested
emergency order.

Pan American Petroleum Corporation is the sole and only produc-
irg source of gas for the Town of Farmirngton's electric generating plant,
This is the plant that generates and provides all electricity for municipal,

residential and commercial users in and around the Towm of Farmington, New

Mexico.

: At the present time FPan American has eight Basin Dakota gas wells
H
dedicated to serve this market. These wells are: Gallegos Canyon Unit Nos.

96, 10z, 106, 107, 108, 109, 110, and 111,
The gas requirements for this generating plant have been averaging
approximately 105,000 MCF per month. Through March, 1963, the allowables

accruing to the above eight wells have averaged in excess of 105,000 HCF

per month. Attachment No. 1 to this application is a comparison of total
allowable (211 eight wells) and demand for gas for Farmington's electric
i generating plant by months commencing with October, 1961 and runniﬁg

through March, 1963. This attackment vividly shows that the total allow-

able has been in excess of this plant's requirement.
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However, in April, 1963, proration factors in the Basin Dakota
Gas Pool, completely cutside the control and influence ~f Pan American,
caused a sudden and drastic reversal in this "allowable-dewmand" relation-
ship. The eight wells' allowable for April instead of being in excess of
105,000 MCF was only 46,500 MCF for that month.

Pan American did not and could not anticipate a decrease of this
severe megnitude. Attachment No. 2 to this application is a comparison of
actual allowable (again for all eight wells) for April and May, 1963 with
the actual allowables for these same two months in 1962, This shows a
tremendnue deacline in demand for the Basin Dakota Gas Pool. Pan American
in its prediction had anticipated a demand decline but nothing approaching
the magnitude nf decrease that has occurred, which ig on the order of 68
percant, It is obvious that demand from the Basin Dakota Gas Pool hag
suffered an almost complete colliapse.

As a result of the meager allowable received by the eight Pan
American wells in April 1963, drastic overproduction has resulted in order
to supply gas to the Farmington electric generating plant. As a result of
tbis necessary overproducticn, the following wells are now shut in by

Commisgsion order because they have overproduced by six times their mounthiy

allowable. These wells are: Gallegoe Canyon Unit Gas Unit, Gatlegos Canyon

Unit Nos., 96, 102, and 108.

Based on April rates of production, it is expected that other wells

will have amassed overproduction in excess of six times their monthly allow-

able and be ordered shut in. It is expected that only two of the eight

wells will remain on a producing st-tus,




-3 -

Immediately vhis drastic situaticn bscame known to Pan American,
all efforts were devoted to remedying the situation through self-help methods.
Recommendations were immediately prepared and approved by Pan American’s
Management to permit all available completed Basin Dakota wells operated by
Pan American ’n this area to serve this plant. In addition, Pan American
bas authorized drilling two additional wells to be committed to this contract.

However, due to the time limitation involved in laying necessary

guthering lines to the four completed and existing wells, and drilling and
counecting the two new wellsg, it will be physically impossible for ran
: Anerican to serve this contract and the necessary wanicipal market without

; an emergency order from the Commission.

{ - ' For these reasons Pan American requests (1) an emergency order

be graztzd Pean American, providiag for an excepticn to the provisions of

KRule 15 (B) of Order R-1670 for the existing eight wells: Gallegos Canyon
Unit Nos. 96, 102, 106, 107, 108, 109, 110, and 111, and (Z) that an

immediate hearing be scheduled before the Commission im order that Pan

Lo P S

Americar's request for an exception to Rulcs 15 {A) and 15 (B) of Order

R-1670 may be heard and considered by the Commission prier to termination

of the requested emergency order. It is anticipated and Pan American is

extremely hopeful that with the dedication of the additional six wells
i to serve thias contract that we will only need the exception to Rules 15 (A)
and 15 (R) until September 1, 1963,

Pan American realizes that an emergency order is an unusual
request, but the factors and circumstances making suck a request mandatory

are also extremely essential and unugnal, 1If the Commission grants this
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request, it will permit Pan American to continue to serve this markat
which is so critical to the Town of Farmington. Also, it is quite obvious
that the granting of this request wiil in 0 way violate the correlative
rights of any owners of interest in the Basin Dakota Gas Pool. Every cubic

foot of gag produced under this exception will be accounted for and all

overproduction wiil be made up.

Respectfully submitted,

PAN AMERICAN PETROLEUM CORPORA'TION
(A ELrr ey
T. M. Curtis

District Superintendent

May 10, 1953 Farmington, New Mexicn
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Year &
Mcath

1961

October
November
December

1962

Januzary
February
March
April
May

June
July
August
September
October
November
December

1963
January

February
March

ATTACHMENT NO. 1

FARMINGTON GAS SALES SYSTEM

ALLOWABLE ARD DEMAND COMPARISON

Total Monthly
Allowable, MCF

29,828 (3-2/3 wells)
54,885 (4 wells)
57,85¢( (44 wells)

104,577 (5-3/4 wells)
127,1R8% (6 wells)
162,209 (8 wells)
135,420

127,288

122,289

66,516

64 ,548%

82,593

114,976

117,547

96,987

171,233%
100,402
111,154

*Includes Redistribution and Adjustment.

Total Monthly
Demand , MCF

110,885
123,341
134,047

128,866
109,536

118,689
109,297
115,218
110,144
122,846
118,669
106,310

96,916

97,438
116,138

119,980
102,209
109,734




ATTACHMENT NO. 2

FARMINGTON GAS SALES SYSTEM
COMPARTSOR OF APRIL AND MAY, 1963 ALLOWABLES

WITD ALLOWABLES FOR APRIL AND MAY, 1962

1953 Allowables

Month 1962 Allowablies
April 135,420 _ 46,570
May 127,248 36,641




Memo

JAMES M. DURRETT JR.

Ptu e YN VVUND:I_

| 20F — g2 "
76 -~ /8
: /04 ”
25— /3
y /0 2
HIII V2
pr- B WA

29 -7/3 "

/07
//

<2¥ ~/2




IIE“'“&" \ WESTERN ]']Whirfi T,

e ASO A AsANAN ANARZAN Jogersy
EN TE&EQBAM RS

S 2 GAS LUMMIb]UNa ; L/V

vftXtMPTlON To SHUT IN UNDER ORDER R=?570 REFERENCE CAbt;

O o S S e

N th.d-mn..-h che duee lind on domextic telegrams is LOCAL TIME ¢ poiot of origia. Tioe of recelpt is LOCAL TIME st polas of descioation
__ cwLAGO& KAOT] - ~
K DVA171 KL PD—DENVER COLO 4-

A POATERE 01l AND OA | /7Lﬂx'dji]
//,/’

STATE OF ﬂEW %EXICQ SANIAFE NHEY"

_PLEASE 'BE ADVISED THAT CONSOL[DATED olIL AND GAS iNCo ]Sf

HOT IN FAVOR OF GRANTING PAN TAMERICAN REQUEST FOR
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BEFORE THE OIL CONSEKVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF PAN AMERICAN PETROLEUM
CORPORATINN FOR AN EXCEPTION TO
RULES 15 (A) and 15 (B) OF THE GENERAL
RULES AND REGULATIONS GOVERNING
PRORATED GAS POOLS IN NORTHWESTERN
NEW MEXICO, "

No. 2831

Nt Vst et b el Sl Nt

ENTRY OF APPEARANCE

The undersigned, Atwood & Malone of Roswell, New Mexico,
a firm of attorneys all of whose members are duly licensed to practice
law in the State of New Mexico,jhereby enters its appearance as local
counsel with Guy Buell, Esquire, of the Texas Bar, appearing for Pan
American Petraolenm C.ornoration in the above stylced cause,

b

DATED at Roswell, New Mexico, this 28th day of May, 1963.

ATWOOD & MALONE

_ = o

By__ % ===

Post Office Drawer 700
Roswell, New Mexico
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JEFF D.ATWOOD {1883-1960)

= ACSS L. MALONE
T alF e 2ea 1t ANE
A ‘ 1 P b 5% =
A nge gp.v._' UUU Sor 5 CHARLES F.MALONE
- mpaaELL O MANN
pauL A TOSTER
cramasins o ot e BOB F. TUANER
WIS AT el t e T 0
~ () v W5 2 ROBERT A.JOHNSON
p. O. DRAWER 700
TELEPHONE L 1.1 PYLRX 1l
sSTCUmMITY NATIONAL BANK BUILDING

peawELL .NEW MEXICO

May 28, 1963

New Mexico 0il Conservation Commission
State Land Otfice Building

Post Office Boi: 871

Santa Fe, New Mexico

RE: Docket of June 5, 1963
Case No. 2831

We enclose herewith our Entry of Appearance as local counsel for Pan
American Petroleum Corporation in Case No. 2831 on the Docket of
the Oil Conservation Commission for June 5, 1963,

Very truly yours,

PCltc , e
Enclcsure

cc: Harry O. Hickman, Esquire 5
Pan American Petroleuran Corporation
0il and Gas Building
Fort Worth, Texa




l
:/
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// OF THE srayx OF MEW MEXTCO

or ™z HRARING
BY ™SR o3z, COMBERVAZION
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BERING

CASE No. 2831
Oxrdsr Mo. R-2508
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WOW, on this 215t day of June 1963, the ¢
SGoTum baing Present heving coaa.td-t;a the
evidance s and Lhe rwtioes of the ’
Rlvis . Uts, and being fully adviged in the Feomiges,
1908



2=
CABE No. 2831
Oxrder No. R-23508

{4) 7Th&S 366 applicanc has not oXablished that zpproval
of tha subject appiication will either psesveat waate or protect
coxrelative Zights.

{3) That che subject applicatiom should be demied.

(1) That the subject application is haradw Aami=d,

(2) %That jurisdiction of this cause is retained for the
eatry of such further orders as the Commission may deam nezcssary.

DONE st Samta Pe, Hew Mexico, on the day and year herein-
above designated.

STATR OF NEW MEXICO

B ]
CIi CUMBRAVATION OOMMYSSISH

%‘km \'_- L -

uq:.; CARY B Taksy \m!.nin




! BTATE SLoLDOIST
A . sowyms JR

LAND COMMIBBIDNER

£ 8 JOHNNY WALKER R o d -

MEMBER e. 0. soX 871 ARy - o
BANTA FE

2831
Mr. Guy Buell Re: Case Ho. —
pan American Petreleum Corporation Order No. ___
yort Werth, Texas
: pan American petrolewi Cory.
Dear 8Sizs: |
3 ars twc ccpiss of the above-referenced

Very tfnly yourse,

A

A. L. PORTER, Jr.
,s.crotary—birocto:
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Over or Umder ()

Year & Total Monthly Total Honthly Produciicon, uCe

Mouth Allowavis, f= Production, [-* 4 Monthly Cumulative
1961
October 29,828 110,885 $81,057 81,057
Fovember 54,885 123,341 #68,456 149,513
December 57,858 134,047 $76,189 225,702
1962 p
January 104,577 128,866 424,289 249,991
February 127,1088% 109,536 -17,652 232,339~
Mexrch 162,209 118,689 -43,520 188,819
April 1135,4207) 109,297 -26.123 162,696
May 127,288, 115,218 -12,070 150,62¢
June 122,285 110,144 -12,145 138,551
July . 66,516 122,846 456,330 194,811 -
August 64 ,548% 118,669 #54,121 248,932 -
September RZ.353 106,310 423,117 272,649
October 114,976 36,218 -18,060 254,589
Noveaber 117,547 97,438 -20,109 234,480
Dacember 96,987 110,138 413,151 247,631
1563
January 171,233% 119,980 -51,253 196,378
February 100,402 102,209 4 1,807 198,185

. Maxch 111,1547 109,734 - 1,420 196,765

April 46,579" 97,572% #51,002¢ 247,767
Hay 36,64 _ 97 ,572%% 460,931 308,698 —

- \}/}Ma— ¥, [FREN

BEFORE EXAMINER uTZ
%L CONSERVATION COMN\lssm

A L 3
tag £ 43 EXHIBIT NO- e

CASE NO.__ 2837

AIncludes redistribution and adjuctment.
wget imated.




- PAGE 2

| BEFORE THE
- OIL CONSERVATION COMMISSION
' Santa Fe, New Mexico
Jane 5, 1563

-

EXANMINER HEARING

- !‘§ -----------------
- ;; IN THE MATTER OF: )
« 15 _ )
jg e Application of Pan American Petroleum Corpora- ) CASE 2831
= o tion for an excepticn to Rules 15 (A) and )
; %5 15 (B) of the general Rules and Requlaticns )
- Ee governing prorated gas pools in Northwestern )
Lo N New Mexico. BApplicant, in the above-styled )
<4 cause, seeks to suspend the shut-in provi- )
. = sions of Rules 15 (A) and 15 (B) of Order No. )
Ly « R-1670, as amended, until September 1, 1563, )
{ &) for the Gallegos Canyon Unit Welle No, 96, j
P <, i07, 109, 110, and 111 located in Scctions )
g g: . 18, 19 and 20, Township 29 North, Range 12 )
o & ia Waest, and the Gallegos Canyon Unit Wells )
‘ E ‘s No. 102, 106, and 108, located in Sections )
. Ry cy 13 and 24, Township 29 Norxth, Range 13 Wes=st, )
il = gg Bssin Daxcia Pool, San Juan County, New )
S R Mexico. )
L er e T
1o =3
i = BEFORE: Elvis A. Utz, Examiner
» = |
o TRANSCRIPT OF HEARING
i ES
L% ~ MR. UTZ: Case 2831.
2
‘( < MR. LURRETT: Application of Pan American Petroleum’
Vi ~
E§ Corporation for en exception to Rules 15 (A) and 15 (B} of the

general Rules and Regulations governing prorated gas pools in

ALBUQUCRGUE, N, M
PHONE 243.6691

Northwestern New Mexico.

MR, BUELL: Guy Buell for Pan American Petroleum

Corpoxation,

MR, UTZ: Any othexr appearances?

<




PAGE 2.3

FARMINGTON, N, M,
PHONE 325-1182

OANTA FE, N. NI
PHONE 983-3971

DEARNLEY-MEIFR REPORTING SERVICE, Jnc.

ALBUQUERQUE, N. M.
PHONE 243.6691

INDEX
WITNESS PAGE
GEORGE W. EATON, JR.
Direct Examination by Mr. Buell 3
Crose Examination by Mr. Utz 21
Cross Examination by Mr. Cooley 24
LEN MUENNINK
Direct Examination by Mr. Cooley 38
Cross Examination by Mr., Utz k2
Cross Examination by Mr. Buell 4
Bedirect‘Examination by Mr. Cooley ' y7
RUDY MUTTO
Direct kxamination by Mr. Cooley L7
Cross Examination by Mr. Utz 50
Cross Examination by Mr. Buell 50
T. A, WILSON
- Direct Examination by Mr. Cooley 51
Cross Examination by Mr. Utz 54

FllllllllllllllIIlIlIllIlIIlIlII--ll-u-----u--—-f--——-u-—-mgu-—‘—




PAGE 3

PARMINGTON, N, M,
PHONE 325-1182

N, M.

P¢IONE 983.3971

SINTA FE,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243.869)

MR. COOLEY: For Southern Union Gas Company and

Southern Union Gas Production Company, William J. Cooley.
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Mr., Examiney
Mx. Eaton.
(Witness sworn.)

GEORGE %, EATON, JR.

n
'I
)
s
2
&
»

witnes=, having been first duly sworn, testified as

DIRECT EXAMINATION

BY MR, BUELL:

Q Mr. Eaton, would you state yéﬁr complete name, by
whom you are employed, at what location, and whatrcapacity,
please?

A George W. Eaton, Jr., Senior Engincer for Pan American
Petroleum Corﬁoration, Farmington, New Mexico.

| Q Me. Faton, have you testified at prior Commission
rearings, and areiyour qualifications as a petroleum engineer a
matter of public record?

A Yes, =ir, théy are.

MR, BUELL: Any questions, Mr. Examiner?
MR. UTZ: No, sir.
0 (By Mr. Buell) Mr. Eaton, would you sfate whether or

not Pan American Petroleum Corporation is the only producing

source of gas for the Town of Farmington's 2lectric generating

L__plant?

&
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A Yes, sir. The Pan American Gas Comp;h& has a con-
tract with the Town of Farmington to supply gas to the eleciric
generating plant. Pan American Petroleum Corporation is the
operator of all wells connected to the Pan American Gas Company's
system.

0 Mr. Eaton, what happens to this electricity after
it's made from - gqas that we furnish this plant?

A The electricity from this plant serves all municipal,
residential and commercial users of electricity in and around
the Town of Farmington, New Mexico.

a Do you recall the date when Pan American first began
delivering gas to this electric plant?

A Yes. Tirst deliveriss wore made on Cctober l1lst, 1963.

Q Mr. Eaton, at this time how many wells does Pan
American have connected to and serving this m&rket that we 've
been speaking of?

A There are eight welle which serve this market, all
of them completed in the Basin Dakota Pool and all of them in
the Gallegos Canyon Unit which is operated by Pan American
Petroleum Corporation.

Q In that connection, Mr., Eaton, let me direct your
attention to what has been marked as Exhibkit No. 1. What does

that Exhibit No. 1 reflect?

(Whereupon, Applicant's Exhibijts

Nos. 1 through 4 markad for
identification.)

®
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A Exhibit No. 1 15 a =2 of a portion of the San Jﬁaﬁ

"3

Basin showing that area in the goutheastern portion of the Town of

Farmingson. The red lines on Exhiibié No. L relfisct the existing
Pan American Gas Company gas gathering ayrtem. The red dots
indicate the wells which are presennxy connscted %o that system.

N

The delivery point to the Town of Farmlﬂguon 15 denoted by the
amall blue circle near the intersection of the four Sections of
18, 1g, of Township 29 North, Range 12 West, aad Sections 13 and
2l of Township 29 North, Range 13 West .

Q Do you know, Mr. Eatcn: where this electric generating
plant 1is laqated? Tg its area shown on this Exhibit 1?

A Yes, 8ir. That plant is actualiy located over in

approximately Section 15, 29, 13.

Q Do you recall, Mr. Eaton, the approximate demand to

sabisly thi= narket. what that demand has been slnce we copmenced
deliveries in October of 19617

A The demand of that plant approximates 105 million cuble
feet per month, on an average.

Q " While we are speaking of demand for thic plant, I wish

you would now look at what has been marked as our Exhibit No. 2.

Could you briefly state for the record what that exnhipiv veflscts?

the allowables which have been assigned to wells connected to the

system a8 compared to the demand of the plant, or you might call it

A Exhibit No. 2 18 2 graph depicting the comparison betwe%n

S A

o

the production from the wells that are connected %o the system. ,
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Q Would you briefly discuss each one of these curves?

Let's start with the green curv

[
L]
foo
]
1]
«r

s What does ¥hau relflsct:?

A The green line on Exhibit 2 1r the demand curve., It
shows the actual production from the group of wells which are
connected to the system and as shown by our Exhibit No. 2, the
demand 1s not really too much infiuenced by the seasons., There
is some slackening of uemand in the extreme warm months of the
summer, but on the whole, the demand of the plant 1s very constant
throughout the year.

Q Would you go now to the red curve, the allowable curve,
and briefly comment on 1t, Mr, Eaton?

A The red curve or the allowable curve shcws rather wide
seasonal fluctua%ions,and as expected, allowables are seasonally

lcw during the warmest month* of th

(]

summer. I would like to
make one other comment with regard to the allowable curve, and
that 18 that while the initial deliverles {o this plant were made
in October, 1961, that's the month on the extreme left hand side
of this ggaph, the contract called for making ths delivery at a
time when we did not have a full eight wells to connect. So
initlal deliveries were made under this coatract with only three

Wwellis. That ¢xplains why the red curve is so low during the first

few months of operation,

Q Mr. Eaton, let me interrurt to ask you what is the

significance of the eight wells you mentioned?

A The eight wells are the wells which are currently

®©
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rconnacted to the system.
Q i it also a faet that your studies prior to commenc-

ing serving this market indicate that it would take eight walle

to satisiy the market and give you a menbar: of safety for

allowable fluctuation?

A Yes, that is true, We had always intended to serve
this market with eight wells, It was only at the time that deli-
veries were init 1ally commenced we did not have eight wells, and
we ilmmediately drilled the remainder and connected:them as fast
as we could,

Q Did it take you from October,‘1963, to March, 1962,to
go from three wells 8erving this market to eight?

A It was only by March of 1962 that we had available the
full eight wells completed and ready vc be connected,and connected
and producing into tha system. As you may recall, the winter of
1961 -162 was a rather severe one in the San Juan Basin, and due
To The necessity Yo drill during that extreme weather and, more
likely, to lay lineg in that{ extreme @gather and get the wells
connected; it took from October until March to complete the
connection of all eight wells which have since produced into the
system,

Q Were thesé wells added incrementally from three in
October, 61, to e€ight in March of 1627

A Yes, sir, they>were.

Q Looking at the allowable demand relationship in February

®
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" March April, May, June, in that period of time in 1962, did
those data tend to confirm your study that eight wells would amply
satisfy this market and give you still a good manner of safety?

A Yes, s8ir, L believe that the data on Exhibit 2 indicate
that our initial study was right in indicating that eight wells
would both satisfy the market and provide some reasonable cushion
in allowable.

Q Then looking on at the center of this exhibit around
July, August, and September of '62, it seems there was a noted
decrease in alicwabla. Was this decrease anticipated by you?

A Some decrease in aliowable naturally is expected during
the hot months of thé summer because the major purchasing companieﬁ'
demand, which in turn establishes these allowables, 1is quite
seasonal. During the warm summer months of the summer of 1962,
July, August, September, particularly, the allowables assigned
to these eight wells was substantlally less than the demand. which
remalined: essentially cons:nt through those months.

Q Did we encounter any difficulty in this period of low
allowables and stated demand of meeting that demand without gettinq;

our wells severely imbalanced?

A NO, Siro
Q 0o ghead with your discugsion of this allowable curve.
A It was only in the months of April and May, 1963, that

allowables actually fell to a rather distressing level;in fact,

—___“—m

far lower than they did during any period of time in the year 1962,

®
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teven including the hot summer months. This was completely
unexpected on our part.
Q And it was at this time,in thia period of April and

May, 1963, and the drastic and severe reduction in allowables at
that time that caused our crisis or our emergency, depending on

whichever way you would Zike to express it?

A "~ Yes, sir, that's right.
Q Mr. Eaton, when we're thinking of Basin Dakota Gas

Pool and we're thinking of this market and our wells that we're
discussing here, actually we're talking about the very tip end
of the tall of the Basin Dakota dog, aren't we?

A Yes, we sure are. As a matter of fact, thls mavket
that is served by this system prcbably represents about one
percent of the Basin Dakota Pool allowable.

Q So therefs nothing that we as an operator could do, or
Pan American as a purchasex coculd do in the way of nomirations
that in any way could have caused the adverse and severe reduc-
tion in allowables that occurred in April and May of 1963; and by
the same token, there's nothing that we could or they coﬁld have
done to have obviated that drastic and severe curtailment?

A No, sir,

Q Would you go to what has been marked Exhibit 3 and
briefly state what that exhiblt reflects?

A Exhibit 3 is a tabulation showing in part £he'same data

which are plotted graphically in Exhibit No. 2, plus an additional

®
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two columns on the right hand side of Exhibit 3 relating to the
over and under prdduction status of the wells connecied tc thia

system.

~

Q I thought 1t might be well at this point if you would
briefly review the cumulative status of these wells with regard
to the overproduction and underproduction,

A - During the period of tlme when there were fewer %Lhan
eilght wells connected to the system, that's during the very early
v8tages of our first few monthn of delivery, theres waS some over-
producilcn accumulated in meeting the demand of the plant, As a
matter of fact, that overproduction had accumulated to an amount
of 232 million cubie faet in February, 1962. The tuilrd column on
Exhibit 3 indicates the over and underprcduction that actually
occurred during each month that the system has been in operation.

Q You said third column, actually it's the fourth column,

The third column of figures, but the fourth column on the exhiblt?

A Right.
@ gc right ahead.
A And the right hand column shows the accumulated over

and under status. As a matter of fact, all of these numbers are

2

overproduction in the cumulative column.
Q What happened to the overproduction status, Mr. Eaton,
after we got all eight wells connected to the system? What did

we begin to see develop at that time?

A Well, agaln comparing the month of February, 1962, which

®
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at the end of that month showed a cumulative overproduction of

32 mil ! cubic reet, av the end of February, 1963, the accumu-
lated overprodustion had bean aorked down to 198 million cubic
feet. In other words, this indicated that,again, that our initial
study was correct in finding that eight wells would not only supply
this market,but would also provide a cushion cn which we could
operate. In other words, oncé all eight wells had been connected
and had received allowable, the accumulated overage at the end
of February, 1963, was lesé than 1t was at the end of the light

month in i962. It appeared that we were working off this accumu-

lated overage.

Q So actually disaster didn't strike until April and May
of 19637

A That's true.

Q Ic might be interesting, Mr. Eaton, to make a comparison

4

with the allowables assigned in April and May, 1963, for this

same iwo months in 1962

b

A The allowable for the eight wells in April, 1962, was

135 million cubic feet. This ¢ompares with an allowable for the
month of April, 1963, of only 46,570,000 cubic feet. The allow-
able for the month of May, 1962, was in excess of 127 million
cubic feet., In comparison, the allowable for May,1963, was only
36,600 MCF. The Zpril and May allowables for 1963 represent a

68 percent reduction from the same two months in 1962,

Q Mr., Eaton, I wonder, does Pan American, with respect to

@ |
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1ts gas operatlon, Joes 1t weep DOOKS

trends and
\months?

A

Q

currently

make predictions for anticipated allowable 1in future

VYes, B1L. Pan American certainly deeg
Wwas such a calculation and such prediciions

being made with regard to this particular market and

these particular eight wells?

A
Q
A

Q

and drastlc reduction that occurred 1in April and May of this year?

A

Yes, BiYr, they were.

Did you make thosé€ predistl

They were done partly under my direction.

Did you and your crew in any way anticipate the severe

No, Bir,we did not. We ant

decline, but we did not forecast that

during the

what thatb magnitude wouldn't have peen 9¢C unusual had 1t occurred

during tShe

not expect

A

months of aApril and May. A dceline oF poesibly some -

extreme hot months<of e s

1t in April and May in 1963.

Let me ask you ghis: Apply

\ Q
100K back and see any vrends that were
April and May, 1963, that pight have jpdicated & reduction of this\

gevere nature?

No, sir. I believe if today, 1f I had only the data

that were avallable to me ab that time

the exir

———

IR —
ana oy t° follow allowable \

pa—

were they

sdl

-

ons?

jcipated ghat thay would

gevere decline would occur \
ummer , bub certainly we d1dé

ing nindsight now, can you

avallable to you prior %o

, L would-probably stlll

eme decrease in allowables that actuall
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d1d occur during April and May of 1963.

Q Mr. Eaton, when these low allowables came out, what
decision or decisions was Pan American faced with? What could
they do?

A Pan American could only do one of twc things, and
those things are, one, cverproduce the wells and serve the market,
or, two, nct meet the demand and not serve the market. The deci-
sion was made to overproduce the wells and continue serving the
market due to the nature of the market.

Q When these wells were overproduced, and with the low
April and May allowahles, they were in danger of being shut-in.

were they not?

A Yes, sir, thej were.

Q Undeﬁ what rule provision?

A Under Rule 15 (B) of Order K-1670,

Q What does that rule provide?

A This rule provides that any well which is overproduced

v R

1. s N
Ly all amouill equals v

o

5iX times its current monthly allowable shall
be shut-in uﬁtil such time as it is no longer overproduced by that
amount.,

Q So wnen yru hnave an allowable reduction of the drastic
amount that océurred, it doesn't take a tremendous amount of over-
production that is gccrued to a well to equal 8ix times that

month's abnormally low allowable?

| ___A That is correct,

&
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[} Actually, Mr. Eaton, wasn't the situation so serious

and _ritical thal the Commission was approached with a request

A Yeu, sir. An application was filed with the Commission
reqresting an eme>gency order to be issued immediately, with the
further request that a hearing be set to consider action on tha
emergency order prior $o the termination of the emergency order.

Q Gc ahead,

A The relief scught by the application was an exception
to Rule 15 (B) immediately for the existing eight wells, and an
excepiion from Rule 15 (A) of Order R-1670 commencing August 1st,
1963, and continuing i~t1l September 1st, 1963,

Q Was 1t necessary, iir. Eaton, that the_Commission
act on ﬁhis emergenéy_application? |

A No, s8ir. It was nqt necessary that the Commission take
actlion on this emergency application.

Q What eliminated the necessity for emergency act.mn?

A The allowables for the month of June wade a dramatic
reversal of the trend established by the allowables for April and
May. Whereas the May allowables amounted to approximaiely 36
million cubic feet, the allowables for the eight wells for the
month of June, 1963, was in excess of 62 million cubic feet, and
it was the rise in the allowables for the month of June that
el’wminated the necessity for th! Commission to take action on our

application for an emergency criec.

&
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I Q At this time, Mr. Eaton, how many of the eight wells
re currently shut-in due to belng overproduced in excess or BiX

times their June allowable?

A There 1s only one well currently shuy-in.
Q So the June allowable was sufficiently high to allon

all but one of the eight wells to produce during the month of
Jﬁne, and that eliminated the emergency situation?

A Yes, sir.

Q what has Pan American-done since this crisis or emer-
gency situation made itself apparent in April and May of this
year with respect tc -- 1 guess I'd call it the standard of self-
help? What has Pan American done to preclude this crisis ever
occufring again?

A Pan American has dedicated the acreage under oxist

vells in this area to the Par American Gas Company 8ysften, and
in addition i8 in the process of drilling two addisional wells,
the acreage under which will also be dedicated tc this market.

Q In that connection, Mr. Eaton, Wwould you look now at

what has been marked as our Exhibit No. 4 and briefly state for

tne record what Exhibit 4 reflects?

A Exhiblit 4 is a map showing the same area as was sShown
by Exhibit No. 1. Like Exhibit No. 1, ths red lines on Exhiﬁit L
show the existing Pan American Gas Company system with the red

dots agaln indicating the eight wells which are connected to that

| sygtem, In addition, Exhibit No. U4 shows in green lipes the ————
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extensions or the additions vo tne sysiem Shas
2clid green dots lndicate wells which are already completed but
which will be coonected to the systom; and ovar in Section 17
Townshlp 29 North, Range 12 West, the open circles denote wells
which are being drilled and will be connected to this system.

Q How many wells do we have that are already completed

and are belng connected at this time?
A There are four such weiis,
Q Let me ask you this: Does that represent all of the

wells currently completed operated by Pan American in this area?

A Yes, sir; it does,
Q And you say we're drilling two new wells?
A Yes, esir. Those wells zare Gallegos Canyon Unit 133

and Gallegos Canyon Unit 134, Both of them are in Section 17,
Township 29 North, Range 12 West.

Q Mr. Eaton, are you prepared at this time to glve the
Commission a progress report on the additions to the system, both
with respect to the gathering system itself, as weil as thec wella?

A Yes, rir., These lines that must be laid to connect the
four existing wells are in the edge of the Town of Farmington.
Part of the land that must be traversed by some of the lines has
22tually been subdivided, but all of the surface owners have been
contacted with rega:d to éight-of-way, and there's really no

indication at thisg time that we will not be sBuccessful in obtain-~

Ling right-of-way, although there are DUMerous OWnersg.

®
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Q Let me ask you this, Mr, Eaton, nas Pan American taken

any steps to expedite iie acguicition of right-of-way for this
system?
A Yes, sir. Two 2dditional landmen have been transferred

irto Farmingbon on a temporary basis, Thelr solie purpose in

‘teing there 1is to obtain right-of-way.

Q ¥Would you comment briefly on the progress of the two
new wells that will be drilled; what 1s thelr status at this time?

A One of the wells has already commenced drilliing, as I
; and 18 currently drilling below the 3,000 feet.
The other well was released for drilling last month and it may be
spudded by this time.

MR. UTZ: Which of these wells are drilling?

A Gallegos Canyon Unit No. 133 was spuaded May 30, 1963,
and on June 3rd, 1963, was drilling at 3,068 feet. Gallegos
Canyon Uniﬁ No. 134 was released for drilling Monday, and if
didn't appear to me to be too much road and location work on inatv
one, 80 it may be spudded by today.

Q (By Mr. Buell} Mr. Zaton, when the additions %o this
system and these twoc wells that are currently drilling now ,are
in process of being drilled and completed, -1t will result in an

addition of six wells committed to serve this market, will it not?

A Yes, slir.
Q Which wiil make a total of fourteen?
A Yes, sir.

®




ﬁ
|

PAGE 18

Q In your onintion; do vou feal that in view of the 1
debacle in allowables that occurred in April, 1963, that the
- addition of these three wells will give Pan American a sufficient
manner of safety that even if the bottom should fall out of Basin
Dakota allowables, which occurred in those .two months, we would

still be able to serve this market within the Rules and Regulations

H
FARMINGTON, N, M
PHONE 323-1182

of the 01l Conservation Commission?

A It is my opinion that with fourteen wells serving this
system, that ought to be ample manner of safety to take care of
any other tluctuation in allowables such as we've had here in
April and May.

Q Letfs g0 now to that phase of our appiication which is

a request for an excepiion.yo Rule 15 (B). Does the regueat for

BANTA, FE, N. M.
PHONL! 983.3971

exception with regard to 15 (B) pertain only to the eight wells
currently connected to thé system?

A It-only applies %to the eight wells that are now connec-

ted to the system.

Q Is..the same thing true for our request for exception to

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

A Yes, sir,

Q Let's go back to 15 (B) now. Let me ask you this,

PHONE 243.869"

~ assume for the purpose of this guestion that the July, August,
and September allowables for this year fullow the {trend setv by

i
I o the allowables for June and we have an increasing trend in allow-
B

ables., if that assumption should prove correct, will Pan American |

- ®
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(need an exception to Rule 15 (B) for these elight wells?
} B A No, sir, under those conditions there would be really
- no need for exception to Rule 15 (B).
- iy Q Let's turn that question over and assume that instead
;é of following the trend indicated by June, that we revert and start
i g §§ for July, August and Septemter following the trend indicated by
= hi April and May and have a declining allowable for>€hose three
- §3 months, would such an exception :hen be necessary for these eight
> 1ls?
) g we ?
?3 A It very defiritely would.
1T E§ Q In order to be on the safe side and in order that this
- SZ :§ market can be served by the Pan American system, is it your recom-
) é; g; merdation to the Commission thai exception to Rule 15 (B) be
é= "R granted for these eight wells in question?
E; A Yes, sir. Just avoid any additional emergency that
| g? might result as a consequence of unforeseeable low allowables
‘ 23 during the months of July, August, and September, it's my recommen-
| ;g datlion that exception be granted even with {he realization that thel
I ‘ §§ :5 allowable situation may be such that it will never te used.
. < §§ Q Iet's go now to that phase of our application that
- §§ relates to Rule 15 (A). Would the same thing be true there?
- Could we have an increasing trend in allowables in July, August,
| and September such that we may not need a one month's deferral
on our balancing date? |
- A This is qulte possible. We actually have one well of

- | -
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this original eight that has been in balance during this period.
With adequate allowables during the month of July, others might
be made to be in balance Bo that an excepiion to 15 (A4) may not
be needed.

Q But again, in order to be on the conservative side,
is it your recommendation to the Commission that this one month
deferral in balancing date under Rule 15 {A) be granted for tnese
eight wells?

A Yes, sir.

Q Mr. Eaton, should the Commiasion approve both phases of
our application here today, can you see how in any way the oorrelﬂ-
tive rights of any owners of interest whatsoever ir. the Basin
Dakota Gas Pool could be violated in any respect?

A No, sir, I cannot, It is intended that a strict
accéunting be made of every cubic foot of gas produced, and no
one's cnrrelative rights will be violated.

Q Actuzlly, we phrased our application in the way of
eXiepvion, but actually ~-- and I guess i: ig %technicaily, but
really what we're asking for is that these rules with regard to
these eight wells simply be deferred for an extremely short periocd
of time, if at all?

y:A That's right., 1It's possible that an exception would
not be_even used 1f‘granted, and 1f it were granted it would only

be a deferral of an accounting for a very shorv time,

Q Do you have anything else that you would care to add to

®
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the record at this time?

MR, BUELL: Mr. Examliner, that's all we have at this
time by way of diract. I would like to formally offer Pan American
Exhibits 1 through 4, inclusive, please.

MR. UTZ: Without objection, Exhidits 1 through 4 will

be entered into the record of this case,

(Whereupon, Applicant's Exhibits
Nos. 1 tirough 4 received in
evidence.)

CROSS EXAMINATION
BY MR, UTZ:

< Mr. Eaton, Mr. Buell stated at one point that you were
asking for a deferral in balancing datea. Actually you are not
asking ror a deferral in balancing date, you are only asking for
a deferral in shut-in time,; shut-in dates?

A In our request for an exception to Rule 15 {4), I
bellieve that.would probably constitute a deferral of the balance
date from August lst to September 1lst. 1I'm not real clear whether
it would amount to that or not, but I believe that 1t would,

Q well, by way of clarification. the balancing dates
are the dates at which w~ determine whether a well is to ve cur-
‘tailed or not,in regard to Rule 15 (B),having carried overproduc-

tion through a six months' period. Are you asking that that

determination of how much curtailment you have be deferred for a

month, or the actual shut-in resulting from the curtailment figure?

®
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A Yes, 1 understand the difference.

We are only asking

’J-

\that the actuai shuv-an resultlng from the overproduction carried

\fcrgard pe deferred antil aruer September ist.

Q The balancing dates would gtill be AUGHS

ot

18t?

MR. BUELL: Mr. Examiner, 1 probably should have gone
a little further on direct and asked Mr. Eaton a8 %o Pan American'
plans jmmediately vhese additional wells become connected. 1f
you would 1like, 1 might, i1f I could, interrupt your cross to ask

\hia that now. It might clearl up a 11ttle of the confusion that I

inadveftently caused.

MR, UTZ: You mean as %o the dates of the new connev-
xions?
‘ | | MR, BUELL: Yeg -
MR, UTZ: Yes, 8ir, 1 was golng o go inte tha¥b.
MR..BUELL: isn't 1t Fan American's plan, Mr. Baton,
that jmmediately the new walls that weé are adding Lo the system

are connected, W€ will jmmediately start ?foducipc from those
wells, curtail the older wells, and shut then in completely in an

effort O Lanediately and as quickly as posstble get the oldev

wells pack in palance?

A Yes, 81T, that's our plan. As soon as one well, one
new well 18 connected, that well will be jmmediately placed on

n and the demand of the system will be gnhified from one

e i

SRR

|
|
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are connected, additional wells will be shifted from these new
walls to that new well,

MR. BUELL: Thank you, Mr, Examiner.

MR, UTZ: Ycou are welcome.

Q (By Mr. Utz) Do you have any firm dates at this time

FARMINGYON, N, M,
PHONE 325.1182

as to the connection of those wells?

A No, 8ir, I really don't. It appears to me now quite
possible that we may be able to get these Two new wells which
are outside the Town of Farmington,and both in the CGalley:
Unit which Pun American operates, drilled, completed, and connected --
certainly all of ti:e right-of-way problems are worked out on all

of these additional laterals, it Wwould be my expectation that

SANTA FE, N. M.
PHONE. 983.3971

really the two wells that are currently in procesg of béing drillﬁﬂ
may be the first ones, and if that's true then we would expect to
have both of them completed and tied in in time 80 that they can
produce the entire month of August and possibly some in July.

Q The dellivery point of this system is in the northeast
corner of Section 247

A Yes, 8ir.

DEARNLEY-MEIER REPORTING SERVICE, Irc.

&

The plan% 18 over in Section 15 cf 13 West?

A Yes, sir.

ALBUQUERQUE, K. M,
PHONE 2/3.64891

- Q Can you pinpoint that plant any closer?

A Maybe so. I think it would probably fall in the

i |
, o Northeast Quarter Southwest Quarter in Section 15. '
. Q Who owns the line from your central delivery point over
\
' |
o I
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to the piant?
- A The Town of Farmington.
- Q What size line is that?
- Py A I believe 1%'2 a six-inch line.
;é Q At any rate, it's large enough to handle all the new
B %é vells?
- _ A Yes, 8ir. Well, actually, you see, that line won't

have to transport any more gas than it is now doing, because the
demand of the plant is constant.
MR, UTZ: Are there other quesiiviid ¢f the witness?

MR, COQLEY: Yes, Mr, Examiner.

N, M.

MR, UTZ: Mr. Cooley.

BY MR, COOLEY:

SANTA FEK,
PHONE 8683.39871

Q Mr. Eaton, in your testimony there nhas vLeen consideravid
reference to Pan American. Would you first tell me the name of
tha corporate entity that is the Applicant in this case?

A Pan American Petroleum Ccrporation is the Applicant.
Q And that is the operator that operates the Gallegos

Canyon Unit and the wells in question?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

y 3 Yes, slir.

ALBUQUERQUE, N, M,
PRONE 243.8691

Q Who has the contract to supply gas with the Town of

t~ Farmington?

|

I

I i .
B

A The Pan American (Gas Company has that contract.

< Is that a separate corporation?

A Yes, it 1s.
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Q Is Pan American Gas Company in fact the designated gas
’ purchaser [vii wis cight walla in question?
A Yes, s8ir, it is.
- N Q They are Pan American'Petroleum Corporation's gas pur-
g% chager as far as these elght wells?
—_ 5w
§§ A Yes, sir. They nominatg and purchase gas from these

(=

eight wells that are operated by Pan American Petroleum Corporatior.

Q ABut all dealings, contractual and otherwise, for the
Town with respect to the supply of gas to the utility are conducted
by the corporation known as Pan American Gas Company?

A Yes, sir.

N. M.,

MR, COOLEY: Mr, Buell, maybe you prefer to answer this,

Are they a party to this application?

SANTA FE,
PHONE 583.3871

MR, BUELL: This application 18 at the request of Pan

American Petroieum Corporation,

MR, COOLEY: The gas company 1s not in this application

DEARNLEY-MEIER REPORTING SERVICE, Inc.

at aii?
- MR, BUELL: Not at all.
.f %é Q (By Mr. Cooley) In order to completely clarify this,
§§ tnen, Mr. Eaton, you testified 1n answer to a question on direct
- §§ examination by Mr. Bueli that Pan American Petroleum Corporation
- was the sole source of gas to Farmington., I8 it not more correct

to state that Pan American Gas Company is Farmington!'s source of

gas?

MR, BUELL: Excuse me, Mr., Eaton. Mr, Cooley, this may

- | e!iga

"
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PACE 2

(N

orf may not change your question. The question I asked uim, was
®~21 American Petroleum Corporation the scle produeing source of
g3z to supply this Town of Farmington market.

MR, COOLEY: All right, then I withdraw the question.

Q (By Mr. Cooley) Is it your statement, then, or I'll
ask you, is Pan American Gas Company in your opinion the sole
source of gas to the Town of Farmington?

A Yes. Well, yes. The Town of Farmington made a con-
tract with the Pan American Gas Company through which the Pan
Americah Gas Company will supply gas to run this electric generat-
ing plant.

Q May I ask you if ¥his i8S not a more detalled and
correct #nswer: That Fan American fas Company 1s the sole source
of supply of gas to the Town of Farmington electric utility system
by virtue of contract, rather than by virtue of factual existence
of availabie gas?

h Yes, I think I would have to agree to that.

Q There ia factually and physically other gns avallable
to supply the Town of Farmington?

A Yes.

Q Referring to your Exhibit No. 2, Mr. Eaton, which is
your graph, wWould vou please for purposes of further clarification
of the fact of the substantial increase in allowable of the

month of June, '63, over the month of May, '63, plot the June

| 2llowable out in the right hand margin as nearly as possible?

®
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a Yes.

MR. BUELL: You want him to do it on the Conmission's

officiai --
MR. COOLEY: You can either do it on yours --
MR. BUELL: I don't mind him putiting it on this.
Mk, UTZ: I'll save you the trouble, I nave already
done 1t.
MR. BUELL: Do you concur with Mr., Utz' plot?
A I conecur with Mr. Utz' plot.

MR. BUBLL: Let the record show that the plot in red
in the white right hand margin was made by Mr. Utz and concurred
in by Mr. Eaton. |

MR. COOLEY: Thank you, Mr, Buell.

Q (By Mr. Cooley) Although the same information is here,
I tvhink we cowld probably more eaerlly discuss it by referring to
Exhibit 3. Would you direct your attention to that sxhibit, please!
First let me ask you, Mr. Eaton,is gas prorationing in your gen-
eﬁal duties with regard to Pan American Petroleum Corporation?

A Yes . s8ir, 1t 1is.

Q I'm sure you will coﬁcur that gas proration rules
and what afects allowable and what does not affect allowable are
some very complex factors?

A Yes, sir,

Q Would you please state to the Examiner, and this is

 souewhat of an assumption since he's prolably the only person in

®
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“the State that completely understands it, what effect production

in prior month or months has on any given month's allowable?

>

The production in the second preceding month affects

Q In more detail, may I ask that if the production in
the second preceding month, to which you refer, exceeds the allow-
able production for that second preceding month, how does it
affect the current allowable?

A I believe it would have th: effect of increasing the

allowable in the current month.,

Q To make a very complex system a little more clear znd

possibly even at the risk »f a 1littlec bit of error, the allowable

is adjusted, 18 1t not, two months hence for produciion to e

| produstion?

A Yea, that's right. Iti= a little more complex than
that, but that's essentially it.

Q Substantially, that's what's done?

A Yen, 8ir.

Q Do you have any explanation for the substantial inoress

shown in the June allowable in 19637

A The only explanation that I can give would be that pro-
duction during the month of April, 1963, was in excess of the

alliowable for that month.

Q Is it not true in reviewing and in your experience witn

&

gas allowables as they are establ G by Naw Mavionn
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Regulations that any extreme,eithééwhigh or low, jin allowables,
will have a corresponding opposite, almost equal in opposite
result tWo moniud nencs? An sxtremely hich allowable will result
in a substantial decrease in allowable two months hence, will it
nov?

MR, BUELL: Mr. Cooley, you used the word "allowable".
I am sure you meant production.

MR, COOLEY: I'm saying that an extremely high allow-
able, allowables in excess of demand and anticipated production,
will result two months hence in an extremely low allowable.

| A Your caqe that you are outlining thare would be a month
in which a high allowable was assigned but production during that

month was no more than normal.

Q Correct.
A And your question is, would that then affect in the

opposite direction the allowable two months hence. I think the
answer would be yes.

Q Would you not characterize the April and May allowables
in 1963 as extremely low? I believe}you 80 characterized them.

A Yes, sir, I would,

Q Would you go further to say that they are undoubtedly
below demand and production for those months when they are tabu-
lated?

A It's pretty evident that the actual allowables for the

onth of April were n 3
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month of April,

Q Now going to the month of May, it's on your Eihibit 3,

the allowable is 10 million less than the April allowable?

A Yes, B8ir,

Q And would you agree that it's even more unreasonably
low?

A Yes, it's unseasonadbly low.

Q And below expected production for that month?

A Yes, s8ir.

Q Then what will that fact, what bearing will that fact

have upon the allowalle for the month of July, 19632

A I hope that the month of May had normal production, and

if it did then the allowables for July may be comparable to those

for Juns.
Q Or possibly sven five or six million higher?
A Yes, siy, possiblyv so, If such is the case, then there

[«]

may prove to be no need for cxcepiion that we seek here today.

Our purpose in proceeding with thils hearing is that we won't know
what the July allowables are until the May»production figures are
in sometime during the latier part of the month of June.
MR, BUELL: That's production figures for May?
A May production figures won't be available until sometime
during the latter part of ine month of June. Now this 1is the

same situation that prevailed during the month of May, at which

time we thought we had a real crisis on our hands; and we don't

&
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want 50 have that emergency condition crop up on us again at the“w
end ct June. in ot snar words, we would like to have Jjuat one of
these things. not one a month.

Q The Jun

A% —

allowable then is not dangerously iow o you?
A No. 1% is ,as you have observed, somewhat iess than \
the demand for the month of June, put still it's nigh enough that \
thseee overproductlons on a per well basis are not six Times over.

Q Again I agk, 1is it no ¢ safe to aBsume thias Iuly
allowable, in view of May's allowable, will be at least that high?l

A It might be 2 good assumption, put it all depends on
what the actual production was during the month of May.

Q I believe you testifled on direct that you anticipated

having ab least tWo ne¥ walls that you've proJected that are now

dgrilliing o9 production for the entlire month of August? \

A Yes, 8ir. And quite possibly ghose two wellis may Pbe !
able to be roduced gsome during the month of July. \

4} But you safely assume “hat they'll produce in August? |
\ A fes, gir. ‘ \
\ »Then these two vells should alleviate to 2 great extent
any undue purden or any undue demand that might be placed upon you
\during the month of August, would they not? \

ves, and let me qualify that. IF all depends on what
capacity wells that are obtained here. Normally two wells cof
\the nature what these others are won't quite carry this system.

‘1'11 explain that this waye. where the demand 18 somewhat constant |

®
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ot approximately 105 million cubic feet per month, or put it on a
dally basis, approximately three and a half million cubic feet per
dav Auring auy Zié-nhour period, there are peaks in that démand. In
other: .words, in the middle of the afternoon just before, when
people are cooling off their houses here in the summertime and
beginning to cook suppser, on untili approximately midnight, this
demand goes through quite a peak, so that instantaneous rate during
tnose peak periods might be almost twice this average daily demand;
80 two wells of ine average that we have connucted to this system
won't carry the system through that peak period. So if these

wella are of sufficient cspacity, then perhaps all of the other

wells could be shut-in, If they're only average, then some of

—-{

ht nave to be produced.

ell

ihe original eight

Q You are talking about voluntary shut-in--

A Yes.

Q -=- when you <4fer to all of the wells?

A Yes.

Q I believekyou testified that only one well is presently

shut-in by order of the Commission?

A That 1s correct.

Q Would you please give the Ccmmissicn the well-by-well
over-uider status of the eight wells involved? Do you have that
information?

A I don't believe I have that.
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but actially the Commission hag it on their records,
a MR, CCOLEY: They c¢an %talke judicial notice of this
i MR, UTZ: I have a June schedule here.
;5 A It's in the June schedule. I don't have that schedule.
g §§ Q (By Mr. Cooley) You have one well shut-in by order
s
o =~ of the Commission, and seven wella that are fres to produce?
rv{
» éf A Yes, s8ir.
| A Q Of these seven wells, oW many are dangerously close,
4 =
. Yo based upon June allowables, to being six times overproduced?
j ég A My recollection is three, but I don't vant to awear
- I
’ & .F
" o :3 to it.
e
* R MR, UTZ: Would you like the schedule?
- R 28 |
SR A Yes, sir.
e z + = P,
= Q (By Mr. Cooley) Beiore we go into this,Mr. Eaton,
et 'ﬁ )
””Eg‘ maybe I'm under a misunderstanding. Say four of these wells are
- ES' left free to produce, or five, they can adequately meet thise
- .q
- P demand, can they not?
[~
* ;g ‘- A Yes.
ey zg )
» < gé Q Then I would like to know how many wells are dangerous-
- §§ ly near being shut-in, based upon June allowables.
\ P
- A Would you like for me to go through them well-by-well
and give you the approximate number of montns that cach one is
overproduced?
- _Q I would rather put it in terms of multiple of June

®
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allowable.

A Yceg, that's what it would be.

MR. BUELL: The months they are overproduced compared
to tae June allowables. Five months over, close to six, three.
MR, COOLEY: All right.

A Gallegos Canyon Unit No. 96 is approximately four
months overproduced, Gallegos Canyon Unit No. 102 is appiroximotels
three months overproduced. Gallegos Canyon Unit No. 106 is approx
imately two months overproduced. Gallegos Canyon Unit No. 107
is approximately four months overproduced. Gallegos Canyon No.
108 1s approximately four Qonths overproduced, Gallegos Canyon
Unlit No. 109 is not quite four months overproduced. Gailegos
anyqn Unit No. i1l it z2pproximately four monthé overproduced.

And Galiegos Canyon Unit Neo. 111 is shut-in. It's the one that's

shut-in,

Q How much 1s it over?

A It's overproduced 59,449,000 MCF, cubic feet; excuse
me.

Q I8 that nine times, nine months?

A That's six point one months.

Q Assuming that the allowable remains constant, thatvis,

constant with the June allowable, then I believe you did agree

that there would be no problem?

A It probably could be carefully worked out and sched-

&

nied 8o T




__“\__\

PAGE 35

[ for the month of June is still substantially less than the produc-
tion 18 going tc be for the month of June.

- Q I understand.

| A Some of those wells Ttunat ars geling to have to supply
the demand for June, and those will very likely get into this

category even with a constant allowable; being six months over,

FARMINGTON, N, M,
PHONE 325.1182

Irec.

instead of those that I gave you that were four months over,

7
4y

. Q Now in a rough calsulation you would have seventeen

tinisg the Jure allowable that you could produc~ without being

yd

shut-in. That's the number of months you have lieft between the

numbera you gave me and six,

e :é A It ought to be.
;; Q It ought to be able to?
y " A Yes,
l Q Mr. Eaton, you testified that in vour opinion the

granting of this application would not violate any operator's cor-
relative rights?
A That is ¢orrect.

Q Can you tell me, Mr, Eaton, whether there are, to your

DEARNLEY-MEIER REPORTING SERVICI

knowledge, any underproduced wells in the Basin Dakota Gaz Pool?
A Yes, sir, a large number of them.
Q Can you tell me whether, to your personal knowledge,
there 1is any underproduction that is subject to cancellation on

July 18t, 19632

A Yes, 8ir.

r »_________,
: _ . FRAEEEE T A [N A S SRR SRS SN SR
ALBUQUERQUE, N. M
PHONE 243.86691
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Q I won'Vy belavor ihe Examiner agalin, bul recenl Supreame
Court opinions indicate that we ought to make some recorde in

these cases;what happens when an allowable is cancelled, Mr,

Eaton?
A It's Just cancelled,
Q Is it thrown in the waste basket; what happens to 1t?
A Redistributed 3o all the wells in the pool.
Q Then all the non-marginal wells in the pool?
A Yes, elir.
Q In effect, then, the overproduced wells, no matter

how ovarproduced they may be, in the pool, receive a portion of

the allowable which the underproduced wells either were incapabla
of or nct permitted to produce?

A Yes ,sir. They get a portion of an allowable Jjusti like
an undeprprodauced well-does.

Q Ncw if between now and July 318t, eight of these under-
prodiuced wells were permitted to produce this demand that we are
talking abcut Jor the next three months, for the next two months,
to the extent of the gas that they produced they would make up

that much production, is that correct?

A Tes, sir,.

Q And it would not be cancelled?

A That's right.

Q Then these operatora would, depending on which set cf

_facts prevalled, would elther gain or lose that muyzh prcduction? |

®
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F

That's right.

MR, COOLEY: Thank you. Nc further quesiion
MR. UTZ2: Any further questions of the witness?

MR, BUELL: Mr. Examiner, I think we can avoid a lot
of redirect examination 1if Mr.Ccooley will stipulate with me that
when he and Mr, Eaton were discussing the «ffect of production
one month on allowables two months hence, that they assume for

all purposes of all those questions that neminationr were normal

and svavis, both of them, in the queestions and in the answers,
they eliminated any reference to nomination -- I didn't interrupt

because I assumed both of them would agree that nominatione would
be stable and normal. Nominations affect allowables also, as
well as cver or underproduction; ftwo months hence,
MR, COOLEY: This 1s stipulated.
MR. BUELL: I have no redirect examiﬁation.
MR, UTZ: I may suggest that the first previous month
has an effect on --
A Not the production.
MR, UTZ: No, but the balancing of nomination ané the
allowable for that month.
A Yes, sir,
MR. UT2: Any further questions? The witness may Dbe

excused,

(Witness excused,)

MR, UTZ: Any statements?




DEARNLEY-MEIER REFORTING SERVICE, Inc.

FARMINGTON, N, ™
PHONE 3251182

SANTA FE, N. M.
PHONE 983.3871

ALBUOUEROQUE, N. M.
PHONE 243.689)

PAGE 38

MR, COCLEY: We have testimony, Mr. Examiner,

MR, UTZ: Do you intend to put on a witness?

MR, COOLEY: Yes. Two witnesses for Southern Union
Gas Company and one witness for Southern Unlon Production Company

(Witnesses sworn.)

MR, COOLEY: Mr. Examiner, we had prepared rather
lengthy testimony from all of these witnesses, but in view of
the hour and the desire to get back to Farmington, we!ll limit¢
it somewhat and try not to belabor the polint.

LEN MUENNINK
called a8 a witness, having beeﬁ first duly sworn, testifiesd as
follﬁws:

DIRECT EXAMINATION

Q Will She witness please state his full name, where he

resldes, and by whom he's employed?

A My name is Len Muennink, Farmington, New Mexlco, Area
Superintendent for Southérn Union Production Company, M-u-e-n-li~i-j
Q@ Now we have your name straight, wha* is your capaclty

with Southern Union Production Company?
A Area Superintendent for the Farmington Area.
Q As Area Superintendent for this area, are you familiar

with the gas well operations of Southern Union Production Company

in the San Juan Basin?

l—k-

A Yes, I am.

®




PAGE 39

FARMINGTON, N,
PHOMNE 325.1182

BANTA FE, N. M.
PHONE 883-3871

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALE JOQUERQUE, N, M,
PHIOME 243.6691

Q Are you a petroleum englineer?
A Yes, 1 am.
Q Do you hold a degree?
A Yes.
Q How many years of experience in that field?
A I have been working with Southern Union about eight
years, '
MR. COOLEY: Do we need to go further into the wiltness!
qualifications?
MR, UT2: No, sir, the witness 1s qualified.
Q (By Mr. Cooley) Does Southern Union Production Company

own an interest in the Gallegos Canyon Unit?

A Yes, we do,

g Does Scuthern Unicn Production Cqmpany own an interest
in any or all of the wells in queskion in the appiication?

A From the records, Southern Union..owns an interest in
all of the wells, a small infterest,with the exception of the No.
96 well.

Q As an interest owner in the wells in question, do you
feel that there'!'s any Justificatlion for the exception requested
here?

A No, I do not. As an interest owner, I feel that the
proration rules as set forth, this six times the current monthly

allowable, is sufficient overproduction;that this rule is designed

for the protection of the operators and actually not for the

®
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acoommodation of them, and that 1t more or lese gives reiief to
the pipeline company due to the exirews fluctuations in the
r~ket demand.

Q Then are you saying that one of the prime reasons
for permitting a gas well to overproduce six times its current‘
allowable is to accommodate purchasevs?

A That's correct.

Q Do you feel that thls is the limit to which this
accommodation should go?

A Yes, I feel that is sufficient in the proration rules
to allow these wells to overproduce and that should give an
crysufficient leeway to keep his production in balance.

Q Does Southern Union Production Company have any under-

produced gas wells, non-marginal gas wells in the Basin Dakota

4

Q

Gas 0l?

A " Yes, 8ir. Southern Union Producyicn has 2 number of
underproduced gas wells in the Basin Dakota Pool.

Q Do you have the total amount of underage accumulated
by those wells as of the end of any given month?

A Yes, I do. Soutnern Union Production Company wells,
this includes about 46 Dakota wells, has an underage of 928,782
MCF in the Basin Dakota Gas Fleld, which occurred during the
proration period Jg;y 31, 1962 to January 31, 1963; and which 1is

subject to cancellation July 31lst. Also, in addition, from

January the 318t to April the 30th, there has b d
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underage accumalated of 447,617 MCF.

Q Am I %0 understand that Scuthern Union Production Company
has nearly a billion cubic feet of gas subject to cancellation on
July 18%, 19637

A That's correct, nearly a billicn,

Q What is the casa.value to Southerm Union Production
Company of that gas?

A Well, the cash value of that underage or that cancellab%e
underage would be in the neighborhood of $120,000.

Q Now, Mr., Muennink, what will happen to this allowable
if you are not successful in producing it prior to July 31, 19637

A This underage which occurred during a period of pro-
ration will be cancelled if it is nct made up by July 31, 1963, and
then will be redistrivuted amongst all the prorated wells in the
Basin Dakota Pool.

Q Then approximately how much of that allowable will you
actually lose after'redistribution?

A Actually it would depend on the total number of wells
in the pool, but actually we wiil lose all of this and then be
redéedicated._a portion of it.

Q Mr. Muennink, Mr. Eaton testifled that in his opinion
correlative rights of no other 6perator in the Basin Dakota Gzs
Pool would be violated if this application were granted, énd

further, the application of Mr. Curtis in this case, the las% two

sentences, I will gquote: "Also it is quite obvious that the

| &
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granting of this request will in no way viclate %he corrslative

rights of any owner of intereat in the Basin Dakota Gas Pool,

(43
o0

Every cubic foot of gas produced undsr tnis exception will be
accounted for and 211 overproduction will be made up.” Do you
agree with this statemant?

A No, I do not agrsz with it. On the face of the state-
ment it appears to be correct. Howover, taken in what definition
they were using on correlative rights, if 1t is meant by that
definition that it @would not deny any <oprerator in the Basin Dakota
1 Gas Pocl to produce his fair and equitable share of gas out of
the Pool and falr and equitable share of gas for the market demsnd
out of a common pool, then I disagree with that statement.

MR. COOLEY: No further questions of ¢his witness.
CROSS EXAMINATION

BY MR, UTZ:

Q Mr., Muennink, then it 1s your contention that Pan
American has now gag on some of these eight wells connected to
this system that is subject to cancellation, underage that is

subJect to cancellation -~

A No.
Q ~- 18 that true?
A No, I was not contending that, Mr, Utz. I was speaking

of other Dakota wells, Southern Union Production Company has
Dakota wells in the Basin Dakota, wells in the pool that was

subject to cancellation.

-

®
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Q Yes, sir, I understand that you have, bt do you know
whether or not Pan American has underage that wilil be subject to

cancellation July 3is8t?

A On any of these eight wells? They are all overproduced
at the present time.

Q | Well, do they have any underage that would be subject
to cancellation?

A No, I would not assume that they do,

Q Then if they don't have underage that is subject to

cancellation. how would allowing them to overproduce or produce

more than six times cauge you to recelve any less redistribution?

o
o]

A n the basis of the common market, the proration rules

and reguliations actually protect an operator's rights in one
i regspect, to produce his fair and quitab;e ghare out of a particu-
lar pool. If one operator 1is allowed (o produce in excess out
of this particulaﬁﬁpool at any particular time due to market
demand, thenr these other wells are not getting their fair share
of the market demand. ‘

MR, COQLEY: If‘I may Iinterject one question, I think
i can clarify the purpose of this testimony.

MR. UVZ2: All right.

MR. COOLEY: The underproduction to which you have
testified, 18 it physically avble to meet the demand testified to

by Pan American Petroleum Corporation?

A Yes, it is,

*®
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MR, UTZ: Any other questions?
MR, BUBLL: Ye8, 1 nave i%WoO.

BY MR, BUELL:

Q Mr. Muenuink, does Scuthern Union have any Basln Dakota

gas wells that are overproduced? You menbioned 46 that are under-

A Yes, sir.

Q In the Bense of the word, then, to carry your analogy
back to your own sélf, you are not even protecting your own cor-
relative rights, are you?

A These are not overproduced over six times their current
monthly alilowable., In other words, they have not reached that

extent and ar. not ouitside vhat limit. I feel that that rule is

»
L

a fair :ule, but in excess of That is wnas i wWas sSpssking of.

< If an overprcduced well violates correlative rights,
why haven't you .shu$-irn your overproduced wells and produced jour
underproducsd wells so you wouldn'i lose this underage due to
cancellation?

A I think it is inherent that some wells become over-
produced and some underproduced in the gas marketing end. I'm
speaking of wells being overprcduced over the six times currenv
allowable. I feel that is in excess.

Q .Are you the same Mr. Muennink who testified for
Southern Union in your recent case tc amend Order R-1670?

A I teatified in a case recently, yes.

®
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Q Wasn't the extent of your propozzal there ¢o amend

the rule so that an overproduce

pletely shut in while it was making up its overproduction but be

allowed to produce at a reduced rate while it was making up over-

production?

A Yes., this was on Indian leases where
Jeopardy and we were asking a token amount in order to protect the
particular lease.

Q I believe Southern Union's recommendation to the
Commission was to amend tne rule so it would apply to any leacss
whether it was an Indian lease or not, is that not your recollec-
tion?

A I recollect that was correct. It started out as Indian
leases and I believe it was stated to include the other Federal
leases.

Q@  Would you explain to the Examiner how our request will
violate correlative rights and your recommendation that you made
and the Commission adopted wouldn't violate correlative rights?

A wéll, I think we are speaking of a token amount of gas
in this overproduction to protect a lease, which I belleve if
I recall the figure, it wa: set at 500 MCF to protect a lesase,
and I fezl that in this application where it 1s different, you
stipulate no amountras to how much you would overproduc:s, I

believe that we are speaking of>a considerably different amount

there.

@
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Q S0 you

n

2y then that Doih proposals wmould tend to
viclate correlative rights, your proposal to amend Order R-1€T0,

bus Lwo & losser dagree than our proposal here today, is that your

testimony?
A L think that the violation,or the case previous we're
getting into wae that correlative righis, it was a matter of a

contract between Indians and the individual operator and that the
rales of the Commission were such that an operator could not ful-

£111 his contract and therefore were affecting his rights.

Q Isn't that the same thing we are asking for here, Mr,
Muerinink?
A Yes, to a certvain extent. However, there iz, I bhelileve,

-

testimony will be wrought cut by another witness as to the
availébility of gas.

Q The same fthing would be frue under your recommendation
under Order R-1670;due to the overproduced well producing that
gas, underproduced wells are not going to get to produce it.

I think the record is clear enough on that., Let's don't belabor
cu d4id make a point .of token volumes and our requested
volumes., Actually the testimony in thlis record at this stage

18 that the volumes will not be excessive; in fact, the testimony
and the questions by your own counsel indicated that an exception
might not even ve n;sdeés a0 we might be looking here at even less

than a token volume of gas?

.______A_____Ihanlz_nnﬂaihle+_xea-x
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| MR, BUELL: That's all I have. ) ]
MR. UT7: Ares here any other questions?
- MR, COOLEY: On gquestion on redirect examination.
- io REDIRECT EXAMINATION
5 BY MR, COOLEY:

: §§ Q In the case to which Mr. Buell referred, were you

'? requesting an exception for your wells’or all wells in the Pool?

; A All wells in the Pool.

k Q In this case is it all the wells in the Pool or just

: :‘: Pan Ame~ican wells?

{t A No, it's elght Pan American wells.

" j% MR, UTZ: Any other questions of the witness? The

}: g; witness may be excused.

_ iF

(Witness excused.)
RUDY MOTTO
called as a witness, having been first duly sworn, testified as

follows:

BY MR, COOLEY:

-

%] Would you state your full name, your place of residence

‘and by whom you are employed?

A Rudy Mctto, Southern Hnien 055 Company, Dispatcher
Superintendent.
Q Mr. Motto, as Dispatcher Superintendent, are you

| _aware of the number of wells connected to the Southern Unlon Gas |

=

i
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4 u"derproduction status of these

\ welils? \

A Yes, Bire. !
\ Q Are you also aware of tne pnysical location of your \
| lines? \
\
\ A ves, Bir.
| :

] Mr. Motto, would you pleasé adviee the Commisslioner \

the total amounb of underproduction accrued ©O wells connected
to the Southern Union Gas Company 1ines?
A 6,857,826 MCF .

Q How much of this sotal underproduction is sublect to

cancellation on July 31, 19637

A A1l of 1it.
MR, UTZ: Give me grat figure again.
\ A 6,5 7,526 MCF .
\ v MR, UiZ: A1l subject Lo canc;iiéti-n?
\ A Yes, 8ir.
Q {By Mr. cooley) Can we conclude from these figures,

then, Mr.Motto,_that gouthern Union Gas Company has physically
available gas from these underproduced wells which could meet the
excees peeds of the Town of Farminguvon 1f an emergency should

exist between now and the 15t of September, 19637

A our cancellable underage would far exceed that amount .
‘ Q would this cancellable underage -~ you do not anticl-

our de*°nd,between

\ pate %o be taken up by ¥ W 3
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édo you?

A No, 2i8», Lur curreni allowables are in excess of our
market.

Q Mr, Motto, is it physically poessible from the physical
location of your gas lines to deliver gas of the quality needed
to the Town of Farmington electric generating plant?

A Yes, sir, almost immediately,

Q Would you briefly describe these facilities?

A We have a main line running from a3 junction -- well,

the starting of the main begins at Highway 17 and FPighway 44
and parallels Highway 17 into Farmington auau verminates in a
meter station in the power plant yard,

Q Well, your main line runs immediately past tre power

plant, is That correct?

A It is into the power plant area,

Q Your main line?

A Yes, sir.

Q Do you s8till have that physical connection?

A Yes, sir,

Q What physical act is required tc commence deliveries

of gas to the Town of Farmington electric generating plant?

A Upon four to eighﬁ hours notice, we could be deliveri:é
gas. '

Q What 4o vou have to do?

A We have to pull a plat e

&
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‘ system that you naves:: ph= waduced, U0 eliminate some of this under-

\

production yourself?

A Ve are
| produce. mey're shut-in.
|
Q in cother words, you are Lrying Lo reducs the over-

43.6069)

PHONE 2

‘\,

1
n't producing overprodu ced wells to further OV ver %\

A That's correct.

MR. BUELL:

MR, UTZ: Any other

called as a

follows:

DIRECT EX

BY MR. COOLEY:

A

production, you are jusv not goling o

That's all I have.

T, A. WILSON

you are empioyed, pleasé.

A T. A. Wilson. 1 live in F

by Southern

Q

A

\ pistrict,

Union Gas

Company .

In what capacity are you

witness; naving been first duly SWOIT

AMINATION

I am‘Digtrict Manager of what is called gne Santa Fe

__xneton and Northwest New #Mexico.

qpestions? The witness may bve

(witness excused.)

testified ag \

|

Q gtate your full nume, place of residence, and by whom \

80 employed?
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existing contract witn the Town of Farrington with regara o 1

supplying 828 to its electric generating plant?

1
‘\
- \ A Not to the steam generating plant.
- i Q My, MoituoO just teat;ified that you had gas physically
gﬁ agvailable bto supply this need. Is the managemen?b of Southern
- E w
S §zg \ﬁnior. as Company willing o offer this gas to supply this need?
=
ey \ A Yes, we would be.
o o
o ! Q Is Southern Union Gas Company willing to offer this gas
SN
' o for the accounst of Pan American Gas Company, which company does \
ps =
@ nave a contrac¥ with the Town?
i &)
i E A Yes, we'd be willing to dc that.
- E ".;.‘;, Q What basis would yod offer this gas to Pan American
S 8
S <u | Gas Gompany?
e TR \ A Well, we would offer it %0 them on the same Dasis a8
- ]
: E the Town of Farmington 18 payiag them for the gas ab this time. \
P = ,
C = Q In plainer words, you would supply this deficlency in
! '
- E gas for their account, the Town would P2y them and they would pay
)
— 'é you whatever the Town paid vhen?
. E‘ i A For this period that we are talking about in the peti-
A :3
. = §g | vion.
- Y Q That's for the period of now to September 1st, 1963?
At ®
’ Q If the Town and Southern Union Gas Company preferred,

would you deliver thls gas directly to the Town of Farmington on

| the same price hanis?

s

®
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the contract?

A No, I think not. During the winter months when our

demand on our lines 18 high, that we probably would not be able

to do 1it.
Q But you are willing to meet emergency needs that have
been piresented and tesilfled L0 here today?
A Yes, whenever they are available.
R is there any question about the availablility of gas

to meet this need from now until September 1, 19637

A No, I certainly can't see any.
Q Do you have all the ges that you could possibly use?
A In view of the amount of underproduction that we have,

I can see no reason why it could not be met.
MR. COOLEY: No further questions.
MR, UTZ: Are there any other questions of the witness?
MR, BUELL: I have no questions,
CROSS EXAMINATION
BY MR, UTZ:

Q Would there be a service charge of any nature in addi-
tion to the cost of gas that was offered to this plant?
A No, sir.
MR, UTZ: Are there cther queétiona? The witness may
be excused. |
(Witness excused.)

MR. UTZ: Are there statements in this case?

®
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MR, COOLEY: Yes, Mr. Examiner,

MR, DURRETT: If the Examiner please, so that the
sornsys can comwent on it in their closing statement, I have one
communication I would like to read .into the record. This 1is a
telegrar from Mr, Harry A. Trueblood, Jr., fresident of Consolidatgd
8, Inc., which reades in its entirety as follows:

"Please be advised that Consolidated Oil and Gas, Inc. is

not ia favor of granting Pan American's request for exception to

shut-in under Order R-1670, reference Case 283]1. This is an
unqualified absolute violation of correlative rights which the
Commisaion is obligated to protect.”

That conanludes th

14

telzgram.

MR. UTZ2: Any other statements?

MR. COOLEY: In conclusion, I would urge that the
testimony presented here today clearliy refliects that there is no
present existing emergency, that there 1s‘little likelihood of
any emergency ever- coming to pass, and that in the event such an
emergency does come to pass that Southern Union Gas Co ~~_ standd
'S eXcess require-
ments on a few hours' notice, and nc’ at a penalty price but at
the same price that Pan American Gas Company is presently receiv-
ing for this gas. |

I would point out that 1f there were any present or

possible emergency that would affect the Town of Farmington's

®

bili o) 1]
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of Faru’ agton to be here represented. Apparently they have not

s8een fit to even communicate with the Commission on this ques-

on one of the rare occasions where I agree with Mr. Trueblood, I
believe 1it's an unqualified violation of the correlative rights
of their or any underproduced operator in the Barin Dakota Gas
Poul, that it wWill set a dangercus precedent which will stimulate
and undoubtedly provoke similar applications in the future for
other similar types of requests for probably different purposes.‘
Pan American Petroleun Corporation, the producing com-
pany, it seems to us, is 1n the same position as any other over-

produced operator., That is, they have the fortunate situation of

(34

by very few other operators in the Basin Dakota Gas Pool. Tne

very purpese of fthe proraticn and ratable take statute is to pre-
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ho might have such excess needs from taking all
its requirements or exceas requirements from a select group of
wells and to the discrimination and damage of the remaining wells
in the Fool.

We submit that no exception is warrantad by thz2 testi-
moniy here presented, and that none should be granted.

MR. UTZ:’ Are there other statements?

MR. BUELL: Mr, Examliner, on behalf o:ﬂPan.American,

| 1 would first like to state that I appreciate the offer made by

®
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!Southern Union. I'm sure it was made in sood falth. In fact,
1 am positive of 1%, But we all unow xhat there js a D18 aiffer-
| ence £pom an offer in vroad and general and sweeping terms guchh |
as of necesslity Souther upion offers nere today nad to be, \
there's & gxeat difference petween that and gettins gzogetner and \
nammeling out and negotiating a detalled gpecific contract that
\uould meet the peTmS of the of fer they made here yoday.

Even with g{rhat 1n mind, 1if I ghought gnat, for °of ne
secondgthat Pan American was asking for gomething ghat was uwnh~ \
reasonable, 1f 1 thought ghey weré asking for something here today
that would in any respect violate anyone'# correlative rights, 1
would move that our applicatlon be’dismissed and that we smmed -

1ately start negotiating with gouthern Union. But 1 don‘t believe\

thab our applicanion is unreasonable. 1 think igts an extremely

reasonable app ML .atlion, and I sincerely feel ghat 1t will not
1olate anyone'® correlative rights, Mr. True eblood!s OF anyone
| eise’B: T can't nelp bdub draw the comparison, as I gried %O \

with my qyestions of Mr. uennink that actv? 11y there i1s not & \

greab deal of aifference petween the request we make hereé yoday i
and the reques?t not ©0O many months ago they were urging the - \
Commission,tOsmake with regard to order R-1670. Ve agreed with \
them then, and it wad reasoneble.

We have no: changed our posit

£hink 1t's reasonable. 1 would also 1ike Yo poi
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crobability that these exceptions we are requesting will not even

be needed.

There is further likelihood that if we have to exer-
cise these exceptions, assuming that the Commission sees fit to
grantc them, that we tno would be looking at only token amounts

of gas, such small volumes that they in no way could reduce to
any noticeable extent the tremendous underproduction that Southern
Union Gathering System 1s subjected to at this time. DBecause this
is a reasonable request and because 1 cannot see how it could
violate anyone'!s correlative rights, I urge that the Commission

grant our request.

MR. UTZ: Any other statements? The case will be

taken under advisement. ~
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STATE OF NEW MEXICO ;
COUNTY OF BERNALILLO ) >

I, ADA DEARNLEY, Notary Public in and for the County
of Bernalillo, State of New Mexico, Go hereby certiiy that the
foregoing and attached Transcript of hearing before the New
Mexico 0il Conservation Commission was reporied by me, and that
the same is8 a true and correct record of the sald proceedings %o
the best of my knowledge, skill, and abiiity.

WITNESS my Hand and Seal this 18th day of June, 1963.

NOTARY PUBLIC 720N

June 19, 1963.

1 do hersby mesrkdfy that the foregoing 3s
a coapiete qi’ yhe proceedings in
the Exaainer Hepring 9f Syee 20
heard by %6 onlr . @ STl 4 19.6.3.
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Exaniner
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