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MORNING SESSION - December 10, 1957. 

MR. PORTER I Th* meeting w i l l co»e to order, plea*©. Mr. 

Howell. 

KR. MALONE: I f i t please the Cosradssion. 

MR. PORTERi Mr. Malone. 

MR. MALONE: I would l i k e to couplet* t h * record in con

nection with the requests that were isade f o r taaterial that we were 

to furnish during the hearing yesterday. El Paso Natural requests; 

a breakdown of the d e l i v e r a b i l i t y groups used on our Exhibit 7, I 

believe, and that information has been furnished to El Paao Nature; 

Mr. Uts requested a plot of our reserve and de l i v e r a b i l i t y figures 

or the f i f t y - f i v e wells. We furnished the basic information and 

the log, l o t plot is feeing duplicated and w i l l be over shortly. 

At eight o'clock last night we were able to have cleared four of 

the five logs that were cor*d, requested by Texas Pacific, and the: 

were delivered to them and have been redelivered to us thi s Rominj 

I believe we have met a l l the requests that were trade yesterday. 

MR. PORTER; Thank you, Kr. Malone. Mr. Car.pbell. 

MR. CAMPBELL? I f the Gotrasiseion please, I would l i k e to 

generally confins what Mr. Malone has said, in addition he furnish* 

we this rr.orning with data I requested on their reserves calculatior 

on the f i f t y - e i g h t wells, and the de l i v e r a b i l i t y data they used 

on the f i f t y - e i g h t wells. We were furnished with some core info r -

p o t i o n nn fch» .landa T - Wmn>s»r» \ uq>\ J ̂  a l ^ h f 1 1 ^ t - h * r e W^r* T\0 
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interpretations available. We were furnished with complete core 

data on the C. Meyer 1-11 Well, the One Parnay A 17 Well on which 

there was complete core data, and we were furnished core deta on 

the Janda J-l Well which we don't understand was included in the 

five wells to which you have referred. 

MB. ISA LONE s 1 have checked that since you mentioned i t 

this morning. You are if error in that regard. I t was one of the 

five wells. It is an oil well, but i t was in the area and was 

cored through the horiaon that we're interested in, and that was 

reflected in the core analysis that was with the log. Now, the 

Janda 1, on which there was no analysis, we furnished everything 

that we had on that and we made our own analysis from th* original 

data. 

MR. CAMPBELL: It had been our understanding that the Jand| 

M-1, the gas well, was the one on which you had the core and which 

you used rather than the Janda J Well, so there would be only one 

well within the fifty-eight well area? 

MR. MALONE: I have not checked the location of these wells* 

You undoubtedly have. The Cities Service log, which is the fifth 

log, is in Roswell. That, is the reason we could not deliver i t 

last night. It will be delivered as soon as we can get it up here, 

MR. CAMPBELL! Perhaps at an intermission we can find out 

from Mr. Leibrock whether it was the Janda J or the Janda H Well t^at 

he used and clarify the record with regard to the identity af the 
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five walls. We have returned a l l the core data to Mr. Malone this 

Eiornin^, and for the benefit of the engineers I right say that no 

copies were made and a l l of us don't understand them or have real 

poor esemories. 

MR. PORTER: Thank you, Mr. Kalone* I t looks like some

body waa active last night. Mr. Howell, would you proceed with 

your witness? 

By MR. HOWELL: 

Q Mr. Woodruff, I believe that Just before recess yesterday 

you had identified a graph as Exhibit No, 2, which showed the 

estimates and actual market demand deliveries of residue gas and 

takes of Lea County gas during the month, of February, 1956, is 

that correct? A That is correct. 

4 Now, did you prepare stellar graphs for the jaenths of July 

1956, August, 1956 and October, 1956, which were the three other 

months in which evidence was introduced of overproduction of cer

tain wells? A Tes, sir. 

Q Did you number th® graph for July, 1956, as El Paso's Ex

hibit No. 3? 

A lea, sir, 1 did, and I listed the August, »56 as Exhibit 4 

H El Paso's Exhibit No. 4. 

A October, 1956, as El Paso Exhibit No. 5. 

q fc'lll you please go to the board and preceding to Exhibit 

Ho. 2, I ' l l first ask you if there were anv unusual weather 
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conditions in the month of February, 1956? 

A Yes, sir, there were. 

Q #hat were those conditions? 

A We had an extreme cold spell at the beginning of February, 

1956. 

4 What does the graph reflect as being the actual deliveries 

or market demand on El Paso's Parisian Basin System, or Southern 

Systerc as compared with the estimates? 

A The upper dark line reflects the total Peraiar. requirement 

This is the total requirement froR our Permian Basin Systea,, both 

residue gas and dry gas. The heavy dotted line ieaaediately before 

it is the estimated total Persian requirement. 

m By approximately how such per day during the eonth did the 

market demand exceed the estimates? 

A Approximately one hundred Million per day. 

Q Mow, during that same month, and particularly in the first 

part of the ©©nth and the last part of the month, how did the actuj 

deliveries of residue gas compare with the estimated deliveries? 

A The actual deliveries of residue gas was much less than 

the anticipated average demand. 

y By approximately how much during the early part of the 

month? 

A For example, on the second of February we estimated that 

we would average, first this heaw line towards the Kiddle of the 

a 

DEARNLEY MEIER 8t ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE, NEW MEXICO 

3-6691 5-9546 



page, solid line is our estimated residue gaa production, Neces

sarily i t rsust ba in oaking nominations, an average over the s&onth 

We realise there is going to be so»e variation in i t at the first 

of the ssonth. The actual conditions are the dotted line along wit$ 

i t . We estijo&ted average for the ŝ onth right at one billion five 

hundred million cubic faet. We received one billion two hundred 

c illion cubic feet on the second day of February. These are ap

proximate figures. 

Q Mow, what effect did that have upon the necessity of pro

ducing gas froa th© prorated gas pools In Lea County? 

A To ©eet our total market desiand requirement out of the 

Permian Basin Area, we had to turn on additional dry gas to cospen 

sate for the volume of residue gas that was not available. Actual 

ly during the first few days of February, 1956, we reached the 

peak volume of gas from our dry gas sources that we have experl-
i 

enced in the Lea County Area right at seven hundred million cubic 

feet in one day. 

y Is that actually in excess of the treating and processing 

facilities, dehydrating facilities in the area? 

A It is in excess of our plant facilities. Our plant fac i l l 

ties will handle something in the vicinity of 435,000,000. tee 

do have treating and dehydration facilities which will enable us 

to deliver other volumes of gas. Frankly I don't know how our 

f^oplft 414 j..*;, fo** Wi» S n f f h * 8 a H w h l t n w i a h a ( i r'n hava t t . 
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Q Under those demands of peak production free Lea County, 

where was I t necessary to get the gas to keep frois shutting off 

the gas in our market areas'? 

A from the dry gas wella in Lea County* 

Q FroE which wells? 

A Froir those wells that could produce i t . The high deliver

a b i l i t y capacity wells. 

Q Did that result in heavy overproduction of certain wells? 

A I t did. 

Q Then following that did you attempt to cut beck on th© 

prediction of those wells? A Yes, s i r , we did. 

Q And get then in balance? 

A We have done so. 

'4 Without going into aa much detail in the month of July, 

please Just state rather briefly what the conditions were in July. 

A The lines on the Exhibit flo. 3 for the stenth of July are t l 

same as those on the isonth of February. I did not explain that tht 

heavy line at the bottom of the page, heavy dashed line, represent! 

the actual dry gas production. The heavy dashed straight line is 

our estimated dry gas production, the curved short dashed line is 

our actual dry gas production. I t also shows that the variation 

in actual requirements as compared to our expected conditions. 

I Right point out one significant fact, in the month of July 

we had s holidav on Julv Lth. As I recall i t was a week end. 
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m 
the plants to which we supply fas snnt down. Our market demand 

f e l l off. Our residue gas retrained high. We had to compensate fo 

the drop off ir- market demand by shutting off dry gaa wells, 

similarly to how we had to turn thaw on over here when the demand 

was high. 

Q Then later on in the month did the actual demand exceed 

your estimates and the supply of residue tarn out to be less than 

your estimates? A tes, s i r , i t did. 

Q As a result was there overproduction of the gas wells in 

Lea County? A Tes, s i r . 

Q Did substantially the san-e things happen in August of 1956 

and October of 1956? 

A Yes, s i r , that is correct. 

Q Referring to Exhibit Ho. 5 for October 1956, what was 

the situation i r that month with reference to the residue supply? 

A Ths residua gas supply was considerately leas than anti

cipated for that month. Th® result was that we had to produce 

isore dry gas than we had anticipated that we would need. One 

significant feature about each of these graphs is this, that any 

time our market demand for dry gas exceeds that voluree estimated, 

we are going to have overproduction in the pool because our allow

ables are based on our anticipated demand and the actual productic 

of course, is lower, 

Q Is there anything else you wart to point out on those graf 

r 
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A I believe not, 

Q Well, then, i f you w i l l resume your seat we w i l l continue. 

As a result of a number of conditions, did we f i n d i t necessary to 

overproduce a number of wells during 1956? 

A Tes, s i r , we did. 

Ci flow, during the period of 1956 and 1957, what waa the 

relation of the nominations as nada by EI Paao natural Gas Coispany 

ard other purchasers in the Lea County Area? 

A The demand and nominations of El Paso were greater in pro

portion to the demand and nominations of the t o t a l of the other 

purchasers in the pools In Lea County, 

Q What effect did that have upon the allowables which were 

granted to El Paso? 

A That resulted in El Paso receiving as en allowable less gai 

than that that they had a derard f o r . 

Q In order to i*eet the demand, did overproduction of wells 

cause pools to go out of balance? 

A I t did, 

i Had that condition existed wore or less at a l l tissea since 

the beginning of proration? 

k For Sl Paso's wells, no. In the pool i t has been the 

general condition. Since 1955 we have had increasing condition 

in that there has been store and irore, you Flight say less and less 

allowable to iseet our market demand. There has been a greater 

i 
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variation between actual dan-and and permitted production in the 

form ot allowables. 

') *€oll, I probably haven't &ade r.y question as clear as 1 

should. 3 yen though a pool say be in balance, do you normally 

expect to find wells within the pool overproduced and other wells 

under produced at a l l tires? 

A Tea, s i r , you expect that. 

0 Haa that condition existed since the early days of pro

ration? A Tea, s i r , i t has. 

0 Mow, there was teatlnony introduced in thia record relating 

to certain charta of the wells connected to Sl Paso Natural Gas 

Company's system. Have you caused a study to be made of charts 

for the four months that evidence was Introduced in regard, that is 

February, July, August and October of 1956? 

A Tes, s i r , we have &otm ao. 

% How many charts, approximately, were scanned for each laontl 

or the number of charts that had to be looked over? 

A 2600 charts, 

"X For each month? A Tes, air. 

•> During the month of February, 1956, how many charts were 

found to have gano off the chart? 

A In addition to th® wells of Texas Pacific that were points 

out ir* tha h»ar5ng, had fifteen wells. 

f- Fifteen wells that had gcae over at one tise or another 
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during the rsonth? A Yes, s i r , 

:.; What aboiit July? 

A In July we found that we had five charts. 

Q What about August? A Four charts. 

Q And what about October? A No charts. 

4 What is i t , in your opinion, causes a well to go off the 

chart and what cars be done to correct i t ? 

A There are various factors that could cause i t , particular

ly thinking in terms of February ©f 1956 where we had severely 

cold weather. We often find that we have freezing conditions 

either at the well head, at chokes, through constrictions through 

which gas pass, when the wells then are turned on our volumes are 

increased, you find that you have a certain volume passing through 

at the restricted opening. Our people are instructed to go out 

there and turn on so much gas from that well, say like 4,000,000 

cubic feet. They go out and turn i t on. Subsequently you w i l l fi^id 

that the flow of gas welts the icing condition and causes the 

volume to increase and can perctit the well to go off of the chart. 

Normally we maintain orfice in the meter which can handle our 

noreal producing habits, but i f we have i t turned on too much because 

of soiae abnormal constriction and that restriction is removed, 

then we do experience more volume going through. 

ii What effort do you make to prevent wells going off charts? 

A We periodically check the charts to see whether they have 

D E A R N L E Y - M E I E R & A S S O C I A T E S 
I N C O R P O R A T E D 

G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C . I 
3 - 6 6 9 1 5 - 9 5 4 6 

gone 



o f f ard our people are instructed to always bring the® back on ta-

chart as soon as that condition i s found to exist. Of course, at 

the vilu^e that is producing is necessary, then i t r e q u i r e an 

orfice change. 

I might also point out that one ether feature which we often 

find existing and which i s cortnem in Lea County, is that so&e 

wells log o f f when shut i n . When turn3d on their a b i l i t y to pro

duce i s comparatively low. You set a cart air. volune of gas on you 

chart and you go away and the well unloads and i t can produce much 

sore gas. That can also result in the reasurerer.t going off of 

the chart. 

Q ?Iow, with reference to those charts on ths Texas Pacific 

Wells which were introduced, war© those charts furnished to Texas 

Pacific shortly after the ssonth in which the gas was produced? 

A Yes, s i r , cur records r e f l e c t that the charts were mailed 

to Texas Pacific's Hobbs offics in March of 1956. They were then 

forwarded to their Ft. Worth office on April 25, 1956 and since 

then have been returned to our o f f i c e , 

Q Was any complaint made prior to the time they were i n t r o 

duced here in evidence? A Hô  s i r , 

'4 I believe we have discussed the difference i n nominations 

between the several purchasers. Have you prepareu any graph that 

would i l l u s t r a t e for any particular period of t i ^ e the effect of 

Tnwn r <vwtw»t--trm« Yy nthar fflirHiB^r^ ar.d v^at. &rt i nr. Tuna 
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Hatural Gas Company has taken to try to secure the necessary volu: 

of gas? 

A Tes, s i r , I have such a graph, 

MR. HOWELL: Will you nark i t as Sl Paso's Exhibit Ho. 6? 

(Marked El Paso's Exhibit Mo. 6, 

for identification.) 

C You Might just put one up on the board. 

A That's what I intended to do. 

Q What period of time is covered by this particular Exhibit 

Wo. 6? 
A The last six months of 1957. 

Q Does that represent actual or estimated figures? 

A Actual conditions for the f i r s t three aonths and estimated 

conditions for the last three isor.ths. 

Q Well now, what does the top blue bar indicate? 

A The top blue bar indicates Sl Paso's actual and estimated 

market decand for gas frots the Lea County Gas Pools for the last 

six months of 1957. 

Q What does the next, the yellow bar represent? 

A The next yellow bar represents our actual and calculated 

allowable under conditions that have or would exist without our 

purchasing gaa froia other purchasers in the Lea County Area. 

Q Mow, we have a third bar which is a combination of a green 

and red mark, what does that represent? 

A That bar rer>reser.ts the voluwe of gas which El Paso 

3*4 
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expects to pro ude rrow other wens. 

Q And the green line? 

A The green represents the volurse thet El Paso expects to 

purchase from other wells. 

Q That is froE wells under contract to El Paso? 

A That is correct. The red line represents the volume of gas 

which we expect to purchase from Permian Basin Pipeline Company. 

H Have we begun taking seise gas and purchasing from thee; in 

the latter part of 1957? 

' A Yes, sir, we started purchasing gas frofc thecs during the 

last few days of July, 1957. 

W Is that the source which you look forward to making up the 

deficiency between requirements and the allowables which are al

lowed to El Paso's contract connections? 

A Yes, sir, that is correct. 

Q How, there are three other lines on the chart. What do 

they reflect? 

A The middle yellow and green lines represent conditions tha 

we have calculated when El Paao takes no gas fror. Perasiar> and take 

the full demand fro® El Paso connections. I f we produce our full 

market demand from our wells we will end up getting the voluese of 

gas represented by the yellow line in the fore of allowables. 

Q And the green line would represent additional overproducti 

A A difference between the yetllow line and green line would 

i 
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represent overproduction, 

U What is your last two lines? What do they represent? 

t The last two lines are to explain an example where El 

Paso takes no gas frorr? Persian and takes the allowable only from 

£1 Paso's connections. I t just reflects that we would receive the 

yellow bar in the form of allowables and take orly that arcount in 

the form of production, 

Q What happens to that market de&and with reference to Lea 

County producers i f that course is to be followed? 

A That amount of our market demand siust be supplied froc: 

sources other than Lea County, 

Q How — 

A (Interrupting) I t might be well, for those who do not hav.i 

exhibits, to speak of the magnitude that we have here, 

Q What is it? 

A To speak of the magnitude we have on the bars, 

Q Tes, I wish you would explain the chart in a greater de

gree, that you care, 

A Our total market demand, actual and anticipated, during 

the last six months is eighty-seven and a half billion, 

Q That's frots prorated pools in Lea County? 

A That is correct. Under the conditions that we anticipate 

will actually exist with our purchasing from Permian, we anticipate 

that there'll be 60,6 billion produced froa our wells and 26,7 
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b i l l i o n purchased trots Persian Basin Pipeline Company which w i l l 

coma from other corrections in the various Lea County Gas Pools. 

I believ« that w i l l explain the magnitude of the volumes that we 

have there. I f we produce only our allowables ard had not taken 

the volume from Pen?jan, we would have failed to meet our market 

demand and have to go elsewhere for the ga© tor the 26.7 b i l l i o n 

cubic feet of gas that we anticipate purchasing fro© them. 

Q During approximately a six month's period? 

A that is correct. Actually our calculations show i t would 

be slightly more than that as indicated on the graph, Exhibit So. 

Q Wow, in connection with the Lea County situation, and par

ticularly the Jalmat Pool, there was testimony introduced, and I 

wish we could refer briefly, I think i t ' s Exhibit Mo. 5 intro

duced by the operators, which shows some relationship — that's 

the exhibit — Operator's Exhibit ffo. 5 contains comparisons in 

which, for example, the Jalmat Pool and the overproduction in the 

Jalmat Pool is compared to the Fuleher-Kuta Pool. 

I believe the testimony shows that the chart was prepared on 

the base of the November proration schedule. 31r.ce seeing that 

chart, have you had occasion to look at the November proration 

schedule? k T* s* s l r* 1 h a v** 

Q What is the entire allowable for a l l the wells in the 

Pulcher-Kuts Pool, including both those connected to 11 Paso's 

system and those connected to Southern Union's aysteia? 

S. 
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A 590,066,000 cubic feet. 

•4 That's the entire pool allowable? 

h For the rsorth cf fo^ember, 195"7,, 

T)id you examine the Jalcat Pool to discover what was the 

largest underproduced single well in that pool? 

A Tes, s i r , I did. 

q What's the amount of under production accusulated to that 

single well? 

A 797,133,000 cubic feet. 

Q I t then follows that the underproduction attached to one 

Jalicat well is greater than the entire aionthly allowable for the 

Fulcher-Kutz Field? A That is correct. 

Q Incidentally, is that underproduced well connected to our 

system? 

A Wo, s i r , i t is a Gulf well connected to Permian Basin's 

syster.. 

Q There's also been soce testimony relating to the rules in 

Texas for production of gas wells and the allowables* What is the 

statewide rule for any gas well that isn't in an allocated pool, 

or prorated pool? 

A Statewide rule is that the production froa a well w i l l be 

restricted to 25% of i ts open flow capacity* 

Q Is any consideration given to acreage in that statewide 

rule? A ?'0, s i r , i t is not. 
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1 Are there ¥~nuRbeF of pools" in T^xas In "which the ae-

l i v e r a b i l i t y or open flow or factors other than acreage are con

sidered? 

A Where other than acreage is considered? 

~\ Ye s • 

A *iot to my knowledge. Normally acreage and, well I w i l l 

correct that, there Is the Panhandle* f i e l d in which a portion of 

i t s t o t a l market demand i s allocated on potential alone. Normally 

you find acreage combined with the de l i v e r a b i l i t y or potential 

factor. 

Q I think you misunderstood my question, You have now 

answered i t taat normally in Texas you find acreage combined with 

a potential or a de l i v e r a b i l i t y factor? 

A That i s correct, i did not say that I f X understand your 

restatement of my statement, 

Q Then please correct am, 

A I meant to state that nomaliy w/itn you f i n d d e l i v e r a b i l i t y 

or potential i n aa allocation factor, i t is combined with acreage. 

4 1 38d, And there ara pools, are thsre not, in Texas, using 

a number of different formulas? A Tasre are, 

•i Now, you have probably been aa alosa to taa problems of 

the Jal&at Pool and struggled as mucn as anyone in attempting to 

achieve balanced conditions. What are your recoswer.dations for 

correcting the conditions which are showr to exist with the pool 
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containifife a ,-ufcber of wells that are overproduced to a great 

extant and a number of walls that are underproduced to a great 

extent ? 

A F i r s t , I think that should classify wells aa marginal 

that are incapable of producing their allowables. That is pro

vided i n the rules and we do do so. I think there are other wells, 

of course, that could be classified as marginal. 

•4 In determining whether or not a well is incapable of 

producing i t s allowable, what would you reeofiasend as the method 

to use? 

A I would reco&xtend that the Cot^ission compare the well's 

delivery capacity as evidenced by review of i t s actual performance 

with the average allowable during the preceding six-iaonth period. 

I recocanend an average allowable rather than an allowable for any 

ore month, because the allowables vary up and down as adjustments 

are cade for variations i n anticipated demand and actual demand for* 

previous months, so you can get an abnormally high or abnormally 

low allowable for any one ruonth, but comparing i t with th& average 

allowable over a six-month period w i l l give you a good standard for 

cor..parlso*i. 

4 You would recoKiiend that the determination be tade on aver

ages rather than on the single lowest &or.tn! 

A That i s correct. 

;9 In the six months previous period? 
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:4 «hat is your racoEaaendation with reference to under product:.' 

:•. X reccr.iraend that underproduction be cancelled in accordance 

with the present rules of the C©Basis*ion pertaining to the gas 

pools ln IMB. County. 

•4 And in connection with the determination of whether or not 

a well is in balance, I believe you have already testified, or at 

least »ade a statet.eot in this hearing, vtouid you just briefly 

cosaeut upon the interim rule which has been adopted by the Coas-

aission? 

A I t w i l l be a considerable aid to meeting »ar<set aei<and to 

have this interim, ral© which the Co&i&iasior. has approved for a l l 

Lea County gas pools,which in effect aaaumes that a well ia in 

balance during any rconth that i t has an allowable equal t© i t s 

overproduction. Any month that i t could get in balance, i t is 

assumed to be in balance. That gives added f l e x i b i l i t y of opera

tions to the purchaser. 

In the example given last hearing, I showed tu&t conceivably 

& purchaser w i l l have to restrict hi& production fror* a well for 

th=e rftjor portion of the &cnth because of the previous interpre

tation that the w?ell had to be .in balance at the end of tue month 

to haye been in balance. I t might need only one aay*a underpro

duction to bring i t in balance. This interpre tat ion glve.s 

added f l e x i b i l i t y both to the purchaser and to the operator in 
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producing his well and permits added production and income to the 

producer for that period that he would be permitted normally to 

overproduce. 

y, With reference to the formula of allocation, what has your 

experience in actually taking fro® wells in the Jal&at Pool led 

you to believe with reference to the deliverability factor? 

A I have concluded fro® my analyses, and I believe our ex

hibits have shown, that for market demand to be r.et out of the Jal * 

nat Pool, that we must have a deliverability factor in the alloca

tion formula. That acreage alone is not permitting the market 

demand to be f u l f i l l e d from the wells in that pool. 

Q Now, have you given consideration to the formula as recom

mended by Texas Pacific? A Yes, air, I have. 

<4 Bo you think that formula is a workable formula or could b 

used practically*' 

A Tea, s i r , I consider that i t could be used practically. 

si Do you think there are other fornulas or other combina

tions that rdght also be practical and useable? 

A I think any utilization of deliverability is a step in 

the right direction. The degree, of course, is variable. I think 

that at least f i f t y percent deliverability should be utilised in 

any allocation formula. I t depends on several factors. The plus 

factor utilised in a deliverability formula. 

Q What do vou mean bv the plus factor? 
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A In the formula recoK&iended by Texas Pacific we have 

1% acre tiiaes deliverability plus 2% acreage. The plus 25f* 

acreage is the plus factor I referred to. That factor gives each 

Individual well arid every Individual well the same amount for that 

particular factor. I t assures a poor well of having a certain 

amount of volume even though i t Right have a small amount of de

liv e r a b i l i t y . I t in effect gives a poor well something which i t s 

deliverability might indicate i t is not entitled to. 

Likewise i t draws down a high deliverability well by denying 

i t everything that i t would have received say had i t been 100$ 

deliverability. So that I can say that the plus acreage factor is 

fine particularly in a pool like Jalmat where we have wells in 

variable conditions. We have soire wells In the later stages of 

depletion that have low deliverability whereby a hundred percent 

deliverability formula we would give then small volumes but ©ainta 

thee? as economically feasible. 

Q Have you had an opportunity yet to complete or have sosseon 

aelping you complete a brief analysis of Operators Exhibit 6? 

A Wa are analysing that exhibit, but I do not see that i t ha 

been brought forward here. 

m. HDSflBLL! We don't actually have the figures. I did 

want to put that in in evidence with Mr. Woodruff. I f I ssay retui 

and ask him about that as soon as the figures are put together, 

why that w i l l conclude our examination. 
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MR. POETERt That will ba permissible. Tou expect those 

to be available some time this corning? 

A Tes. 

MR. HOWELL: Tes, they*re working on i t now, 

MR. PORTER: Mr. Woodruff, there are a couple of questions 

I would like to ask you. I believe you recoramended a method for 

defining a marginal well as being a comparison of the average 

monthly allowable for six tsonths with the highest month* productIOJ 

of the well? 

A I did not say highest month's production, but I should hav 

said so. It's maxiffiuss producing ability as evidenced by recent 

production as compared to its average month's allowable. 

MR. POETER: And also yeu recocaaended that this rule, I 

believe, as incorporated in the interim order concerning overpro

duced status of a well, when i t would be considered overproduced, 

made permanent? 

A It was ».y intent to reeosaaend that, yes, si r . 

m. PORTBHs Now, Mr. t'ta in Case 1352 yesterday earning, 

pointed out certain dangers of that. Do you agree with Hr. Utz th 

overproduction could get out of hand using that determination ? 

A Well, I think that we will have to agree with what he said 

that a well that is required to come no closer in balance ln one 

month's allowable could conceivably never get completely in 

balance. I do not feel that there is discrimination caused in tha 
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between an overproduced well and m underproduced well. Certainly 

under normal producing practices we try to take a l l the allowable 

of each well and produce an underproduced well consistently in 

ar? effort to take its allowable. Relief granted to an underproduc 

well under those conditions would be of no avail, we have taken 

everything that could be produced. I do not consider that the add 

flexibility given by utilisation of this interim order would dis

criminate between overproduced and underproduced wells. It 

certainly would add to the flexibility of operations in the pools. 

tm., PORTBH: Anyone else have a question of Mr. Woodruff? 

Mr. Uts. 

CROSS EXAMINATION 

BT KR. UTZ: 

Q Kr. Woodruff, can you explain to tea how a pool can be in 

balance when you allow overproduced to be overproduced one month's 

allowable, not allow underproduced wells to carry the same amount 

of underage? 

A If a well is overproduced, say you have a two-well pool, y 

have one well overproduced, the other well has to be underproduced 

an equal amount, in a balanced pool w© will always have those con

ditions of overproduction compensating underproduction. The pool 

will come in balance if the underproduced well car. produce its 

full allowable. I f i t does not produce its full allowable, then 

the overproduced well will of necessity have to oroduce i t . 
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I do not visualize any difficulty ir. balancing a pool because of 

thia interpretation, 

Q But i f you do allow &n overproduced well to carry continue 

overproduction, shouldn't you, to be fair, allow an underproduced 

well to carry its underage for a longer period? Maybe he'll want 

to work his well over, 

A I would hope that they would work the well over. We would 

auch prefer to produce i t out of the well that receives i t . How

ever, in order that the market dectand be fulfilled, i t is necessar 

to place the market demand where i t can be produced, and that is 

the purpose of the cancellation and redistribution order that we 

have. 

wi In other words, we're only assuming a well to be in bal

ancing, we are never actually finding i t in balance? 

A Under my recocasended procedure, the overproduced well woul 

be assumed to be in balance and might not get in balance. I might 

go on to say that under the other interpretation you are assuming 

that i t didn't get in balance during say in ray example the one day 

that l t required. There is no way of us showing you or the pro

ducer showing you that he shut the well in for the first day of th 

month to get the well in balance, so you are forcing the operator 

to restrict the production fro* his well during the other twenty-

nine days of the month to no more than the allowable during the 

bal A rea nf tha TsnntN Uiat. t.r> h» ahl* t.tt ahnw jnn fJtf**- fch« w*H 
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did get in balance. During the period that the well is actually 

in balance i t should be permitted to overproduce, and under the 

reeoiK&endation that I have nada i t w i l l be permitted to do so, 

Q So you are not re copending, are you, that we do a daily b 

arcing period so that you w i l l be able to produce your well at the 

f i r s t part of the month aa well as at the last part of the esonth? 

A I think that would be exact, 

Q We do i t by months? A That's right. 

Q We have that latitude so you can produce a well at any day 

in the given month? A That is correct, 

Q We do give you that latitude? A That's right. 

H Getting back to marginal wells, I believe in answer to Kr# 

Porter's question you stated that you would compare average monthl 

allowable with the highest month's production? 

A That is correct. 

Q Is that the only consideration you would s.ake in determin

ing a Earginal well? 

A I visualise no other features, but i f you have some to ask 

rae to analyse I would be glad to do so. 

Q Well, frankly, i t is kind of a new ons on ae, I hadn't 

thought about i t except the last five minutes, Let's use a hy

pothetical case on the well having six Months allowable as sixty 

million, and i f that well had produced any one month twelve Millie 

would you consider thet to be a marginal well? 

al-
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A Ho, sir* 

Q In other words, he has proved his a b i l i t y to produce the s 

months allowable by producing the twelve million in one month? 

A Exhibited i t s producing a b i l i t y in one month in an amount 

equal to the six stonth allowables We could hope that he could 

produce i t Tor the whole six months at that rate. 

Q What you propose is identical to my hypothetical ques

tion then? 

A Tes, s i r , I believe so. 

Q Bo you propose the average six months allowable because of 

the fluctuation in allowables? A Yes, s i r . 

m . UTZ: That's a l l I have. 

MR. PORTER: Mr. Campbell. 

Bv MR. CAMPBELLS 

Q Mr. Woodruff, referring to 11 Paso Exhibit Ho. 1 which ia 

your comparison of your nominations, allowable and production for 

Jalmat in to t a l Lea County Area. 

A Yes, s i r . 

Q Would you please refer t© the year 1956? For the f i r s t s i 

months of 1956 i t appears fron. your tabulation that your noadnatio 

were roughly 32,000,000 M.C.F. total correct approximately? 

A I think that would be very close. 

Q And that your production for the sane period of tiisse was 

approximately 33,000,000 M.C.F.? 
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A 1*11 accept that. 

?4 3o that during that six aonths period your production waa 

essentially in balance with your nominations, ae. I not correct on 

that? A Yes, s i r . 

Q Then, referring to the last six sion tha of 1956, your total 

nominations were approximately 27,000,000 M.C.F., and your total 

production was approximately 40,000,000 M.C.F.? 

A T̂̂ is | s J*T*«< 

Q Can you explain to tm why your actual production for the 

last six nontha was so far in excess of your nominations when i t w 

in reasonable proportion and almost equal during the first six Eon 

of 1956? 

A Tes, sir, I believe I can. Yesterday in explaining this 

exhibit, I pointed out that our policy in nominating had not chang 

We nominate in the pools in Lea County, giving consideration to 

the contract minimis* in each pool and the deliverability capacity 

of the wells to produce that. We continue to do so. I think that 

the nomination for both the first and last six months of 1956 show 

no change in that in referring to our Jalrtat Pool nominations, 

I also testified to the fact that we were not getting in the 

fonn of allowables as much gas as our market demand, that we had r. 

where else to go for the gas and that i t ®ust be produced from Lea 

County Pools, On the first of July, 1956, in analysing our condi

tion, we found that every well capable of overproducing into our 
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system in al l pools was overproduced, We knew that we had a peak 

demand period coating up toward the end of 1956 with no other sourci 

of gas available to f u l f i l l that. We wanted to produce our wells 

in such a earner that we would encounter the minltruK amount of 

overproduction so that during this year we would not be restricted 

to a point where we could not f u l f i l l our market demand, the 

Jalmat Pool with 11 Pas© having between eighty-five and ninety 

percent interest was the logical pool to produce that volume of gai 

required In excess of our allowables. We produced that volume of 

excess gas primarily fro» Jalnat because in so doing we returned 

to the Jalmat Pool allowable which compensated for eighty-five, 

approximately, percent of the overproduction. 

Q Well, would your supplementing your nominations at the end 

of the month and for the next ronth, make the© core in line with 

your production for the preceding rconth, interfere with that pro

cedure you just mentioned? 

A It would have interfered in this extent, Mr. Campbell: 

Any cionth that you overproduce allowable in a pool, the Commission 

makes adjustments for that overproduction tw© a>onths subsequent 

to that month. 

For instance, in July, if we overproduced in September they 

add the production in excess of allowables to that raonth, so they 

have compensated for the production in excess of nominations to suj 

plement nominations in addition to that would be a double coispensat 
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The effect of the allocation of gaa, tha method used, doea that. 

Q Well, then, aa I understand yOu, with the two month time 

lag, allowables are actually determined by the production, which 

of course, is determined by your purchases, Is that right? 

A That is correct. 

!4 Following that through, isn »t i t true that the last two 

months of the proration period ending December, 1956, and the 

overproduced status of wells at the end of that proration period, 

waa exaggerated by the fact that your actual takes were so »uch in 

excess of your nominations for those two months? 

k I believe essentially you are correct, If I understand 

your question properly, because the corrections for production in 

excess of allowables for November will be made in January of 195? 

and for December in February of 1957. I note in referring to E l 

Paso's Exhibit No. 1 that we did produce In excess of our allowabl 

during Kovember. I note that in December we produced under our 

allowables. Actually the variation ia somewhat comparable over in 

one Konth under in the other, and probably th© effect would have 

been altsost nil because of ita compensating factor, 

4 But doesn't the allowable situation in December reflect an 

adjustment for October? A Yes. 

q Actually in both months you produced considerably in excesi 

of your nomination for those two months? 

A Yes. s i r , that ia correct. 
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Q Would you refer for a minute to your El Paso Exhibit Ko, 6f 

A Yas, s i r , 

C Yeu have stated IK your testimony that your situation with 

regard to the Jalstat Pool involves what you, I believe, referred 

to as your Southern System of marketing gas, and that that system 

and the availability of gas is affected by the market of other 

purchasers in the area? A That is correct, 

v* You have referred particularly to Permian as the other prlr 

cipal purchaser in ths Southern System? 

A That is correct, I slight say that i t properly should be 

called our Permian System, 

Q Rather than the Southern System? 

A Yes, s i r . 

* Well, now, you have also stated that when you find a de

ficiency in your Perr.ian System, you are unable to obtain dry gas 

for the reasons indicated, that you find i t necessary to go else

where to supply your markets for gas? 

A That is correct. 

k Bid I understand you correctly that the principal source 

you go to is the San Juan Basin, or are there other places you go 

for your gas? 

A Primarily we have to go to the San Juan Basin, 

H Then I assume that in your Northern System and your Persia: 

Systeg: there is some interconnection somewhere that permits you to 
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supply your ?«rr~,Iari market with your Kerthern Syatee gas, arc I 

correct ir. that? 

A Essentially correct, yes, s i r . 

<4 Is that done with your Needles-Elythe interconnection? Do 

you have an interconnection in Arizona for that purpose? 

A Tes, air, that*s correct, 

0 So that you are able by th© use of interchange and use of 

the two systems, i f the gas Is available for one or the other or 

both, to supply your rarket in California irrespective of avail

ability of gas i r individual pools or areas? 

A That's correct, as long as we do have f a c i l i t i e s which w i l l 

enable us to do so. I t a?ay be well to explain one feature. That 

up u n t i l November of 1956 we were restricted In the voluae of gas 

that we could take out of the San Juan Basin, So that any varia

tion, I mean the 'Variation required to meet aarket demand when 

residue gas f e l l off had to come out of our Lea County Pools, We 

completed f a c i l i t i e s in November of 1956,which has enabled us to 

divert a portion of our market demand to that area, 

4 Oo you know what portion of tha dry gas production in the 

3an Juan area of New Mexico is owned by the El Paso Natural Gas 

Company? 

h Ko, I do not know. I t is a sizeable portion, We are 

probably the major operator in the San Juan Basin, 

Q You have stated that you have recently, 1 believe you said 
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eommncing the latter part of July, been able to aupplattant your 

available gaa In the Permian Basin area of Lea County, Sew Mexico 

by acquisition of gas frots Permian Basin Pipeline Cosspany as re

flected on Exhibit 6, is that correct? 

A That is correct. 

g Has that gas been available to you on exchange base of any 

sort before that time? 

A Ko, air. 

Q You have not exchanged gas in Lea County with Permian Basil 

before this period? 

A We have in minor amounts. We have wells which Permian has 

interest in connected to our system. They have wells connected to 

their system which we have interest in, and we have balanced out 

the Interest portion of the gas between the two cowpanlea which 

has amounted to as c-uch aa ten r i l l ion cubic feet a day. 

Q Mow, how tmch area does this Permian System you are refer

ring to, cover? Does it cover just Kew Mexico or parts of Texas? 

A Texas and Lea County essentially. 

Q Tou do exchange gas with Permian Basin Pipeline Cotapany 

in Texas, don»t you, in the West Texas area? 

A Yes, we do. It ia volume for volume. They deliver gas to 

us for transportation at Plains, Texas and we redeliver a like 

volume to thee? at Dumas, Texas. 

•Q Is the smm that thev have been delivering to v©tt in 
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Plaina, Texas yp to July of 1957, has the source of that bear, 

other than Lea County, New Mexico? 

k A portion of i t has been. 

Q Do you know whether they have had f a c i l i t i e s to deliver 

Mew Mexico gas? 

A Tes, s i r , they do have. 

H Sow, with further reference to your present ab i l i t y to 

acquire gas fron Permian Bafin Pipeline Company, do X understand 

in your Exhibit 6 and your statements that the only gas you are 

acquiring from the© is gaa to supplement your own connections in 

Lea County, flew Mexico? In other words, are you taking, planning 

to take a l l of the gaa you are able to take under toe rules and 

regulations and the capabilities of the wella in Lea County, New 

Mexico before you take any Permian Basin gas? 

A Tes, s i r , we are. 

<4 So you intend to continue that practice, is that correct? 

A Tes, s i r . 

Q Is this gas that you are obtaining from Pertr-ian Basin Pipe 

line Company being acquired under a contract with that company? 

A Yea, a i r , i t i s . 

MR. HOWELL: Off the record. 

MR. POHTEEi Off the record. 

(Discussion off the record.) 
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(Markad Texas Pacific »s Ixhibits 
Nos. 12 and 12-A, for I d e n t i f i c a t i v.. 

Q Mr, Woodruff, 1 hand you what have bean identified aa 

Texas Pacific's Exhibits 12 and 12-A, appears to be a photostatic 

copy of an agreement, should you examine that and state what i t is 

i f you knew? 

A I might f i r s t state, Mr. Campbell, that l*m not completely 

fa r . i l i a r with our contracts. However, I believe t h i s ia the contrj 

we have with Ferrriar. Basin Pipeline Cor?:nary whereby we have agreed 

to purchase from Permian that volume of our market demand in lea 

County which i s not allocated to ©ur wells. 

Q /trd Is 12-A e supplersent to that agreement with reference 

to particular sections of i t ? 

A I t i s stated so to be. 

Q And that Is th« contract, as you understand i t , under which 

you are acquiring gas, or Intend to acquire gas, on the basis 

indicated in your Exhibit No. 6? 

A That 1 believe to be correct. 

f!E, CAMPBEIX: 1 would Ilk® to offer thia photostatic copy 

of this contract and supplemental contract in evidence. 1 w i l l 

furnish the CoEtaission with additional copies, additional two 

copies they have requested. 

Mi, !C0*w2LLs ll&y I ask what the materiality of the contrac 

is? 
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m , CAMPBELL: Well, the witness has testified that you 

aay now acquire gas fror. Permian Basin Pipeline Company in Lea 

County, which includes the Jalfi-at, Gas Pool, and that acquisition 

w i l l have a bearing upon the purchases of Sl Paso Natural Gas 

Company in the Lea County area, which includes the Jalmat Oas 

Pool. Your witness has testified that i t haa been iapoasible for 

El Paso to acquire the required araounts of gaa under the present 

proration system, and this contract is apparently your solution to 

the problem. I think i t has a bearing upon the Commission's deter

mination on our application, whether prorationing is required in 

the Jalmat Gas Pool. 

ME. HCWSLLi I f i t please the Coiwreission, unless the mater

i a l i t y of a particular contract la apparent, we submit that the 

contractual relationships between parties is not a matter of a 

proration hearing before the Commission. We have testified that 

we have purchased gas from Pemlan Basin. The purchase of gas 

from Permian Basin can be comparable to the purcaaae of gas at the 

t a i l gate of plants. Certainly we don't want to complicate this 

hearing with putting in the contract covering every purchase of ga; 

that El Paso natural Oas Company makes. 

I f this were Material to any contested issue in this hearing, 

the terms and provisions, price, measurement, treating portions of 

the contract, we'd certainly have no objection to de i t , but our 

position has been a l l during; the hearings that m r contracts of 
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purchase are between the partiaa and the mere existence of tha 

purchase is sufficient for the record in any hearing. There hm fc< 

no testimony as to the basis of the purchase. There Just has 

merely been testimony that we expect to acquire certain veluises of 

gas. There is similar testimony that we expect to acquire certain 

volup.es of gas from contracts of the operators of wells, and under 

contracts with the operators of plants. We wish to object to the 

introduction of this contract as not being material to any issue 

before this Corraaission. 

ME. MA LOME: Hay I t please the CocuBiaeion* 

KR. PORTS*: Mr. Malone. 

MR, MALON&l I don't want to shock Texas Pacific, but I 

want to join them. I t is ths view of the operators, to the extent 

that I*m authorised to express i t , I haven't cheeked this with the 

but I ap, expressing this view and which I believe they w i l l concur 

We believe this contract is material because i t has become apparen 

that ratable takes fro® this pool as between wells connected to by 

Permian Basin and those by El Paso are going to be detemined by 

what £1 Paso determines i t is going to take under that contract. 

I t s rights under the contract are extremely pertinent to the 

operation of the proration system in the pool. As I understood th 

witness's statement, he said that they s t i l l propose to take a l l t 

gas they could from the El Paso walls and no more than they had tc 

fronx the Permian Basin wells. I f that is the approach of the 
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purchaser to this problem, we can expect the situation to get 

worse instead of better, and the question of what their rights 

under that contract may be w i l l be very pertinent in determining 

whether they are taking ratably in the f i e l d . 

For that reason we believe i t ia material and should be ad

mitted. 

MR. CAMPBELL: I f I s:ay be permitted a brief response to 

Mr. Howell, in the f i r s t place I agree with Mr. f-ialone that the 

conditions are probably going to get worse before they get better. 

This contract between Parisian ana Sl Paso is not like a contract 

between & producer and El Paso or a residue gasoline plant and Sl 

Paso. This is a contract between two purchasers in this area. 

I t is entirely predicated upon the advent of proration in flew 

Mexico ar.d presumes to further the purpose of this Commission in 

carrying out the rules ard regulations under prorationing. 

I think that for that reason i f for no other, i t la a materia, 

part of a determination of this Commission whether prorationing is 

necessary in this pool in the f i r s t instance, which is a question 

we have raised, and i f i t ' s going to be prorated, what th© effect 

of this contract say have upon i t . 

! f l . PORTER: Anyone else have anything to say relative to 

the adrrlssior: cf these exhibits? Mr. Christie. 

MR. CHBISTIi: I war.t the record to show that Mr. Malone 

wasn't speaking for Amerada in this particular instance. 
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I don't know what our position would be on that. Eight at ths 

tis.8 I think we would support El Paso. I think a contract i s 

sofcethinf, sacred and has no bearing on this case. 

MR. MALOME: I think I had better c l a r i f y my situation. I 

haven't had t i r e to check with the companies, but l e t me say I was 

speaking as Ross Malone, lawyer, expressing his own personal opinic 

I-R. CAMPBELL: J. think Mr* Howell realises that this con

tract. Mas beep f i l e d w'th and approved by the Federal Power Coc.-

&••:>.salon. I t i s a public record. I t is not In the s&rae category 

exactly as between two private parties. 

MR. rfCKELLs May I answer that I am f u l l y aware of that, 

and as a rat t e r of fact, I think there is a cop} of the contract or 

f i l e with the Commission. ¥ j point goes tc tne materiality of any 

contract as betweer the parties, i f we put that contract i n , then 

I would l i k e to see Gulf's contract with Permian Basin, and I 

would l i k e to see sore of the other contracts with Persian Basin, 

because you have just stated that what va taxe depends on this 

contract. What we take depends on what Persian Basin Sives us. 

I f you are going to go into that ramifie&tion, l e t us see what 

Permian Basin has contracted to purchase from t h e i r supplies. The 

einute you get into analysing contractual relationships between th« 

parties, you get into something that Isn't a matter before this 

Commission« 

We certainly don't consider this contract a secret. I t 

n. 
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hat been well publicized; cy whole point Is that contracts batuaan 

the parties are not ra t t r ia l to the issues in this case. 

KH. FCFTER: Mr. Howell, the Conarlsaion w i l l overrule 

your objection snd ads-it Texas Pacific Exhibits 12 and 12-A 

to the record. Vers yeu through with your questions? 

.,f*?. CAKPPSLL: *'o, s i r , I have a few rore questions. 

4 Mr. Woodruff, as you ar© aware, one of the issues in th is 

matter i s whether or not prorationing in ar:y for.?, or any formula i 

necessary i n the Jalrat Gas Fool. Tou have t e s t i f i e d that Sl Paso 

Natural Gas Cortpany is connected to , aad I didn ' t understand whsth 

i t was eighty-f ive to ninety percent of the wel l s , or purchases 

eighty-f ive or ninety percent of tha gas, which was i t ? 

A Eighty-five percent of the uni ts . 

'1 The units? 

A Which would be the acreage assigned to the wells connected 

of Sl Pa3o. I could give the percent of wells , but i t is s t i l l 

e ighty-f ive percent. 

Q You are acquainted, ara you not, with the provisions of 

the El Paso Natural las contracts in the Jalseat das Pool in Lea 

County? A Generally sc. 

Wt, HOrtSLL: Mow again I am going to o f f e r an objection 

going into a l l of the purchase contracts. 

MS. COOLEY• For what purpose? 

MFU OAJHPBELL: I m o f fe r ing t h i s , I an going to ask hi© 

i 
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a question about a section of the contract , but the f i r s t question 

I am going to ask hie relates to the provision of the contract 

which requires the buyer to take ratably on tha basis of a b i l i t y o; 

the individual wells to deliver gas into the l i n e . 

The reason that I'm asking that that be put i n i s that we hai 

taken tha position that El Paso Natural Oas Company being purehasei 

froft eignty-five to ninety percent of the units in this pool, that 

i f taere is a ratable take provision i n their contracts within 

tAis pool and that t m contracts contain eons sort of de l i v e r a b i l i l 

factor, "c':iat there ia no necessity for &,as prorationing ir* the 

Jalciat Oas Pool, 1 think i t is material for that purpose, 

KH. CwQiSYs kr, Ca&peeil, Section £>-i-l>, Annotated 

Wew Mexico Jtatutos, requires tn&t coe&ioi: purcnaser, which El Paso 

ia certainly qualified as auch i n the JaLoat Gas Pool, requires 

that coiaaon purcaaser must take ratably. Anything in addition to 

that would seer, to add vary l i t t l e , 

;£U C.\i-4?BELX.: I 'm aware of that, but I think that both 

of thee, in this particular pool have a bearing upon Miimuimr or not 

tae gas prorationing i s required, I Might 3a/ that X intend to 

tender tne contract into tha record, whatever the vocuaiaaion's 

ruling may be on, I certainly think that portion of i t to which 

I related ia caterial here. 

MR, COOLEY i fo c l a r i f y your position, you offer the con

tract to show that El Paso is required to take ratably in the 
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Jalmat Gas Pool? 

MR. CAMPBELL: And that there is a deliverability factor 

in the contract. 

Mi. COGLEY: would you please explain your later remarks 

concerning the deliverability factor? 

MR. CAMPBELL: Well, I ' l l have to read the contract. 

J4R. HOWELL: It is no secret. I have no objection to 

having this language read. I merely object to any of the contract! 

going into the record. 

KR. CAMPBELL: You don't object to ay reading this portion 

to hia?7 

KR. HOWELL: I do not object to your reading i t as a 

tender to the Gosaaission. But I do continue and renew my ©bjectior 

to any contractual provisions being made a part of this record. 

MR. CAMPBELL: Well, the portion which I intended to 

e;ake reference with this witness and which portion I now tender, 

is contained ir Article 12, Section 1 of the contract. 

"Buyer agrees, insofar as practicable, to take ratably fraa 

each allocation unit connected to its system in Lea County, based 

upon the well acreage allocation and the ability of individual wells 

to deliver gas into the buyer's gathering system against the workirg 

pressure therein, or against a pressure of 600 pounds per square irjch 

gauge, whichever is lower, within the allowable limits that cay be 

set frost time to tiree by Governmental authorities having proper 
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Jurisdiction thereof. In no event shall buyer be required to tek< 

or seller be required to deliver gas from any well in excess of 

25^ of the total of its open flow capacity." 

Q I will now ask the witness the question, and you Ray ob

ject, and then I•» going to tender the contract. 

MR. HOWELLs Qo ahead and isake your tender and tny objection 

goes to the whole line. 

Q Mr. Woodruff, you stated that you are generally acquainted 

with E l Paso Natural Oas contracts in Lea County area? 

A Tes, s i r . 

* I•a going to read you a provision of that contract, being 

Article 12, Section 1, " I t is expressly agreed that buyer undertak 

no obligation to purchase solely from seller and within the distri 

in which the acreage covered hereby i s located, nor to purchase at 

a l l times seller's f u l l allowable production. Buyer agrees, inso

far as practicable, to take ratably from each allocation unit con

nected to its system in Lea County, based upon the well acreage al 

location and the ability of individual wells to deliver gas into b 

er's gathering system against the working pressure therein, or aga 

a pressure of 600 pounds per square inch gauge, whichever is lower 

within the allowable limits that may be set tram tinse to tise by Q 

emmental authorities having proper jurisdiction thereof. In no e 

shall buyer be required to take or seller be required to deliver g 

from any well in excess of 25$ of the total of i t s open flow capac 
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Do you know whether such a provision is contained ir a l l of the 

Sl Paso Natural Gas contracts in the Jalmat Gas Pool? 

A I believe that i t Is* 

ii And would that —» 

MR. WEBB; (Interrupting) May it please the Coir&ilssion, 

Layton Webb with Sinclair. I don't believe that we can discuss 

al l of the contracts ln Lea County here. I»ra not sure that the 

witness gave a correct answer to that question. I think we are goi 

mighty far afield here. I think I have personal knowledge that tha 

statement is probably not contained in a l l the contracts. 

A Probably I was referring on an inflexion in my answer. 

MR. WIB8: I would like to object to any further reference 

to contracts in the Lea County Pool. 

MR. CAMPBELL: The witness has answered the question, I 

will Rake a tender of the contract dated April 6, 1951 between El 

Paso Natural Gas Company and Texas Pacific Coal and Oil Company 

relating to purchase of gaa fro© 11 Paso Natural Gas Company In 

Jalmat Gas Pool, Lea County, New Mexico. 

MR, HOWELL: I renew the objection on the behalf of SI 

Paso Natural Gas Company on the grounds that contractual agree

ments as between the producers and purchaser in the field are not 

material to any issue in this hearing. 

MR. CAMPBELL: I would like to have this marked because 

I have r;ade a tender, because I have t:ade a tender of i t . 

ng 

t 

DEARNLEY MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



(Marked Texaa Pacific's Exhibit 
No. 13, for identification.) 

KR. PORTER: Mr. Howell, your objection is sustained. 

Texas Pacific's Exhibit 13 w i l l not be included In the record. 

MR. CAMPBELLS Just to maintain the record here, i f the 

Commission please, may i t show that Texas Pacific Coal arid Oil Con. 

pany now tenders over the ruling of the Coaniaeion Texas Pacific's 

Exhibit No. 13. I einply do that to make a part of the record in 

the event of anything in the future. 

MR. PORTERj The record w i l l so show, that i t was tendered 

but denied. 

Ml. CAMPBELL: I have no further questions. 

MR. PCRTESs We'll take a short recess. 

(Recess.) 

MR. PORTER: The seating w i l l coiae to order. Mr. Webb. 

By MR. WEBB: 

•H I f i t please the Cocaalssion, Mr. Woodruff, in response to 

Mr. Campbell's question after he had read the provision out of 

the contract under which you are purchasing gas, apparently fror. 

Texas Pacific, he asked you i f that provision or a similar 

provision was in a l l of your contracts. I'm not sure that I under

stood your answer completely. 

A I believe my answer was that I believed that they are. I 

do not know. 

Q You do not know peraorally? 

39£ 
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A that they ar® in each and every one, but I believe that thj 

or similar type of provision i s . 

Actually contracts between the purchaser and seller are 

negotiated and not a l l of your contracts in the Jalmat area are 

the same? 

A I believe that to be correct. 

ME. POETER: Mr. Kelly. 

Bv JOHN KELLY: 

Q I would like to ask you one or two questions, Mr. Woodruff 

for clarif ication, and also to try and help E l Paso get a l i t t l e 

sore gas froro Lea County rather than have you go out of Lea County 

to pick i t up. Referring to Exhibit Mo. 1. 

k Tes, s i r . 

Q In order to Eiake this brief, let 's just take om irtonth, 

the month of September, 1957. Tour recontended nomination to the 

Commission is 6,797,000? k Yes, s i r . 

Q Is i t my understanding that you arrived at this recoKEsende 

nomination to the CoBanission by taking the number of non-marginal 

units connected to the E l Paso system and giving thers a basic unit 

allowable, let's say in the neighborhood of 20,000 M.C.F. times 

your number of units and then plus the non-marginal allocation, 

they should total this figure or close to i t , i s that right, or 

how do you arrive at this figure ? 

A well, that is the portion of our total market deisand frois 

it 
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a l l Lea County Pools which was nominated for in Jalmat to be pro

duced from a l l wells connected to El Paso's system, Now, the 

Commission takes that t o t a l volume along with the nominations of 

other purchasers and they deduct the amount that Is to be allocate 

to marginal wells and allocate the balance to the non-marginal wel 

w Let me put the question In another way. Do you reco&s'.end 

to the Commission a non-marginal unit allowable for a l l the non-

carglnal wells that you are connected to in Lea County on a ur i t 

base? 

• A I don't believe i t could be expressed as such, Mr. Kelly, 

Q Well, do you recosir.end to the Coraiiasior, l e t me say for 

the conth of September. Would you have those figures there how 

you recommended to the Commission your nomination for the raonth of 

September, 1957? 

A You oean the entire basis that I went through? 

H Yes. 

A I do not have I t readily available for rae. I might be 

able to find i t in our records. However, we do allocate, as I 

previously t e s t i f i e d to, each of these pools giving consideration 

to our contractual obligation in each pool, and the capacity of th 

wells to deliver our demand into our pipeline. 

v. Then you nominate a basic unit allowable in each pool then 

You recorisend to the Corp is sion a basic unit allowable for the 

ron-marginal wells? 

i 
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A No, s i r , -we don't recorarsend a basic unit allowable. We 

nominate a t o t a l volume of gas for th© pool and the Commission 

allocates that gas out i n accordance with the allocation formula. 

Q Do you recommend to the Cosass.ission the sa&e proportion, 

taking into consideration the n Ulster of connections you have in th< 

different pools, do you recommend the same proportion of gas be 

allocated to each pool in proportion to the number of non-marginal 

units that you do in each individual pool? 

A Not necessarily. 

Q Well, in the Jalmat Field for tne esonth of September, 

1957, t h i s , the allowable the Commission gave to the purchasers 

amounted to 20,379 M.C.F. per non-marginal unit. I f the Corasissioi 

had given a similar nomination to the non-marginal units in the 

Eumont Pool, just to take one other pool for instance of 20,379, as 

against 9,814, I believe that £1 Paso would have picked up ir. the 

neighborhood of two b i l l i o n extra feet f o r that month to your 

connection, and i f that were so, i f the Commission would allocate 

on an equal basis between the two pools, wouldn't that alleviate s< 

of your problem or. gas supply? 

A I don't visualise how i t would, Mr. Kelly. F i r s t , 1 think 

that each pool must stand on i t s own bottom and that the CoisGissioi 

must allocate the market demand expressed for that particular pool 

by the purchasers in that pool. 

q I f I understand you correctly, vou would ignore the fact 
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that we have separate pools i n Lea County? 

A That's r i g h t . I would not recoB&end that. 

MR. KELLY: That's a l l . 

MR. PORTER: Mr. Utz. 

By MP,. UTZ: 

^ Mr. Woodruff, i t has always been a l i t t l e questionable to 

rce how you arrive at your nominations and your deoar.d for each 

pool. Would you explain that to me? 

A I have attempted to point out in my testimony how we w i l l 

do so. I w i l l go over the general procedure again. We f i r s t 

estimate our t o t a l market detr.and for a l l of our customers. Then 

we, I •rr, thinking now in teres of the Persian Basin area. &e 

then estimate the volume of residue gas available frop processing 

plants in Texas and Mew Mexico that are connected to our system. 

The remainder of our market demand rust be supplied froa dry gas 

pools. We take that portion that i s to be supplied frorr- our Lea 

County Gas Pools and allocated i t out ar.ong the various prorated 

pools, giving consideration to the contractual obligation in each 

of those pools and th® a b i l i t y of the wells in the pool to produce 

our market demand. 

v; You do give weight to contracts and the a b i l i t y of the 

well to produce? A Yes, s i r . 

One other thing that I would l i k e to verify, referring to 

your Exhibit 1, which I believe you have there, I understood you 
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j 

to aay that the sixty-three b i l l i o n that you took for f i r s t nine 

months of 1957, that you took only that amount even though your 

allowables were sixty-nine t r i l l i o n , because that was a l l the Lea 

County area was capable of producing. Is that a true understands 

A Ho, s i r , I did not Bean to say that i f that were so. In 

1957 we were attempting to get a l l of our overproduced wells ir. 

balance, except when the market demand required, we never produced 

an overproduced well except in a few instances where i t was neces

sary to take sediment tests we did produce them at the time that 

was required. 

The balance of our production had to come free; those wells th« 

were in a net underproduced condition, that is the underproduced 

wells. The underproduced wells were not capable of producing our 

rsarket deraand. In fa c t , they weren't even capable of producing 

our allowables. I believe that I pointed out that we produce s i x t j 

three, I think I said sixty-four b i l l i o n , rounding off froa; our 

Lea County Gas Pools where our allowable was seventy b i l l i o n . 

Where we had actually asked for and had a market demand for ninety-

f i v e b i l l i o n . 

-v But you didn't take the allowable in an e f f o r t to balance 

the overproduction for a previous period? 

A ive did not produce overproduced wells unless i t was re

quired to do so in order to oeet our market demand. 

KR* PORTER! Anvona else have a Question? Mr. Brown. 

tt 
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KR. BROWN: David Brown, Pan American. 

Ey MR. BROW: 

•/ Mr. Woodruff, you recall that approximately eighteen month^ 

ago there was ar, industry corrrittee called Oas Proration Committee 

appointed by this Commission? A les, s i r . 

s, ¥ere you a member of that Committee? 

A I was. 

Q Did that Committee during i t s consideration of the matter 

recommend the same balancing period be temporary as suggested in 

Cass 1352 which you have recommended today for a permanent adoption 

A I t i s my recollection that we did. I do not recall your 

reference to Case 1352. I do not know what you have reference to 

in that particular instance, but we did consider this question. 

C Do you recall the decision of that Committee with respect 

to the special balancing provisions for overproduced wells? 

A I recall that at the time we concluded our recommendation 

to the Commission to say that we did not recommend that. 

Q Isn't i t true that that Committee rejected these special 

provisions for overproduced wells for substantially the same reasor 

given by Kr. Utz in his testimony in Case 1352 when he stressed 

that the special provisions should be only temporary? 

A I cannot recall positively just why we rejected i t , but 

I know that we did discuss that particular feature. 

w. Did that same Committee consider the def i n i t i o n of marginal 
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wells? A I t did. 

k Did they agree on a definition and r@coirir.ond a definition 

to this Commission? A Tea, s i r , they did. 

w Is i t the same defi n i t i o n that you have recommended today? 

A I do not r e c a l l . 

MR. BEOW*?: Thank you. 

KR. PORTER: Mr. Malone. 

MR. MALONE: I f i t please the Commission, Ross Malone. 

By Mt. MALONE: 

Q Mr. Woodruff, I'm sure that everybody present is aware of 

the fact I think the record ought to refl e c t the manner in which 

gas is taken from individual wells. I t Is true, Is i t not, that 

under your contract El Paso as the purchaser has the exclusive rigb 

to produce the well and determine the amount of gas that i s taken 

from i t ? 

A No, s i r , that is rot correct. 

Q Isn't i t true that you did exercise the exclusive right 

to do i t ? 

A No, s i r . I possibly could qualify my answer. 

Q Would you explain just how that works? 

A In that the operators of the well have a c a l l on gas from 

the well i f they desire to use i t for lease use gas l i s t , et cetera 

&e nave in many instances been denied the use of the well completel 

during such periods. However, where such r e s t r i c t i o n is not caused 
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by the operator, we are the ones who regulate the ar.ount of gas 

which is taken to the wells that we are connected to. 

V'oulri you agree that El Paao has the exclusive right to 

determine how much gas fror: a particular well goes into El Paso's 

f a c i l i t y ? 

A Yes, s i r . we do so. My recollection i s that the operator 

can deny us the privilege of taking i t i f ho thinks i t night be 

wasteful or injurious to his well to do so. 

You know, as a rat t e r of fact, that in the operation of 

these wells attached to your syster , that your switcher goes out 

and turns the gas or and off and puts in the rreter charts and take 

then; out and the operator doesn't know what has happened to his 

well u n t i l he gets a report frora El Paso? 

A That is unfortunately true in many Instances. The operat 

goes ahead and forgets about his well and we go ahead and get the 

gas out of them, but we do regulate the volure of gas froK the 

well. 

v.. So, in the f i n a l analysis, the person who determines wheth* 

an overproduced is going to be produced r^ore or underproduced is 

going to be produced enough, ia the switcher that goes out arid 

turns the controls, Isn't i t ? A Yes, s i r . 

He is the man that lives out in the f i e l d and works for 

El Paso? A That is correct. 

g You keep those switchers up-to-date on the status of each 

s 
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well whether i t is over or underproduced so that he w i l l know whi(h 

well,he ought to turn off or on? 

A v'e are aware in our dispatching department to the best of 

our a b i l i t y of that condition, and i t is th® dispatching department 

that asks the switcher to turn on and turn off wells. 

Q Is the decision as to the well to be turned on ard how long, 

i t is to remain, by whom is that decision made? 

A I t i s made In our f i e l d office by our dispatching department. 

i Does a f i e l d office have control over more than one pool, 

or do you have a f i e l d office for each pool? 

A I t i s over more than one pool. 

',1 I t is over more than one pool? 

A Yes. 

C How many pools in Southeastern New Mexico does the f i e l d of

f i c e handle the dispatching on? 

A Our f i e l d office handles the dispatching over a l l the gas 

wells. 

Q So that control i s in a single o f f i c e . How many switchers 

are there in this turning o f f or turning on? 

A I can't say, but I can get the answer for you real quick. 

Q Can you give us a rough estimate? 

A May I consult with my associates? 

i: Yes, i t may help to get the record complete. 

A I thought I could, but the man is gone. 
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•,. I f you car supplement th© record after the lunch hour, I 

think that information might be helpful. 

F. I would be glad to dc so. 

Ci Dc you know approximately how many wells ar individual 

switcher has the jurisdiction over to go over and turn o f f and on? 

A I r i l l be glad to give you that information at the sane time. 

A l l r i g h t , i f wo car have that average. Bo you know how 

many prorated dry gas pools there are in Hew Mexico? 

A I believe there are ten. 

Q In how many of those pools is El Paso a purchaser? 

A In each of ths pools. 

-i In each of the pools. So that El Paso is making nomina

tions monthly for a l l of the gas pools in Hew Mexico? 

A That are prorated, yes, s i r . 

Under the system of p ro ra t ion , inasmuch as the l ega l produ< 

t i o n i s determined u l t i m a t e l y by the nominations, i t i s possible 

f o r E l Paso to determine e n t i r e l y as between the pools o f New 

Mexico where i t s gas i s coning f rom, i s n ' t i t ? 

A Tes, s i r , I would say so. 

... That i s a f a c t o r which you take i n t o consideration each 

month when you make out your nominations to the Commission? 

A I don' t understand your reference to f a c t o r . I 'm a f r a i d 

I can ' t f o l l ow your quest ion. 

^ The fac to r of how much you are going to take from each 
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of the ten pools that you purchase fror. . 

A Vfe take into consideration how ruch w i l l he taken. 

0 Yes, the relative amount that is to come fror; each of the 

ten pools is sonethir.g that you have to determine when you make yob 

nomination? 

A Yes, s i r , we have to determine that. 

0 I t would be possible i f El Paso, I don't mean to imply that 

El Paso does, but i t would be possible through your nominations to 

control substantially whether the gas is produced we'll say in 

K0rthwesterr. Jsew Mexico or Southwestern, wouldr.»t i t ? 

A To some extent, yes, s i r , i t could be that way. 

,. You would be limited only by the capacity of the pools 

themselves to produce gas, wouldn't you? 

A The capacity of that and the capacity of our f a c i l i t i e s to 

handle the gas. 

., And the f a c i l i t i e s to handle — 

A Yes. 

H You have referred to quite a number of problems that seea 

to beset the gas trend and purchasing industry fluctuations in 

o i l allowables and shutting down of industry plants and cold days 

and warn days, a l l of those problems are common to a l l gas trans

portation f a c i l i t i e s such as yours, aren't they? 

A I do not really believe that i t i s true to a l l or that a l l 

of the factors are true to all? we have what I would c a l l abnormal 

r 
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conditions to t r y to visualize i n our operation primarily attribuU 

tc the large percent of residue from easimghead gas that we take 

into our system. That is not true of any other pipeline company 

that I k.iovc of. 

There are casinghead plants in Texas, quite a number in 

Texas? A Yes. 

4 Whoever buys the residue gas from those plants has the aami 

problem with reference to Texas allowable as you do? 

A Yea, s i r , waat I was tending to infer was that the degree 

d i f f e r s . That no one trys to produce with as large a percentage oi 

casinghead gas as KI Paso does, as I believe we have t e s t i f i e d to 

that, we operate out of t u * Permian Basin system with better than 

eighty percent load of casinghead gas, which is not common in any 

other pipeline company that I am aware of. No other major pipeline 

company certainly. 

•4 That is a very small percent of your overall gas require

ment, is i t not? 

A I t i s better tuan sixty percent. 

<, Better than sixty percent of your overall requirements for 

your entire system? A Yes, s i r . 

w There is a fluxuation that occurs from month to month as 

a result of climate that is a, common problem that exists with a l l 

transportation f a c i l i t i e s ? 

A -hot to the extent, I believe, that i t is common to 

ble 
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El Paso in many instances i n that wa are affected by whether i t i s 

wet or dry im our load to other pipelines furnishing gas pumping 

veils for i r r i g a t i o n purposes. Of course our i r r i g a t i o n load varies, 

i t is according to whetner i t has been raining or hasn't rained, 

ho other major pipeline company that I know of is aware of such a 

condition. 

^ You are saying that yours is the o i l y pipeline that serves 

gas in the area where a great deal of i r r i g a t i o n occurs? 

k I'm not sure that I understand your question, but there ar< 

areas where gas from El Paso's pipeline i s furnished to dis t r i b u 

tors who in turn supply to the buyers for i r r i g a t i o n purposes, 

and in those instances I believe that we are the only ones furnish

ing gas for that purpose. 

w. For that particular i r r i g a t i o n area? 

A Yes, s i r . 

0, But other pipelines furnish other i r r i g a t i o n areas, don't 

they? A That's right. 

Q So they have the same problem you do with relation to f l t u ; -

uatior, in gas for irrigation? 

A Some other pipelines do. I was attempting to say that I 

do not think that normally they do have that condition. I'ta 

thinking in terms of major pipelines. There are some that are 

formed primarily for that single purpose, which certainly may not 

he trim. 
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4 Icu mentioned that some sixty percent of your supply comes 

from the residue gaa. Cam you t e l l us what percent of the gas tha 

you s e l l goes to these i r r i g a t i o n areas for i r r i g a t i o n purposes? 

A I do not have that a-sailable in my Kind we could determine 

i t . I t ia not an exceedingly large percent. 

<4 Actually i t isn't as great a problem as some of the other 

things with which you have to deal in th i s question of supply and 

demand? 

A When you say some other things, I couldn't say yes to that 

question. I think the fluxuatlon — 

4 (Interrupting) Let ia© aay so«e of the other problems that 

you have t e s t i f i e d to. 

A I could not answer your question affirmatively. 

4 Please understand that I am not minimising your problems, 

I'm sure that you have the* and that they are tough ones, but I 

was trying to develop whether they were problems that were common 

to your industry and hence that operate in other prorated gas 

states very much as they would here. You referred to the operator 

exhibit, - I believe before we get to that exhibit there ia one ot 

question I would l i k e to ask. These problems that we have been ta 

ing about with which your coapar.y of necessity has to deal, are 

a l l problems relating to fluxuatlon in market demand and i t a effec 

on you and your take of gas, are they not? 

A I believe that's correct. 

* 
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4 Probably the bast way to eli&inata tnem, or to nini&iaa 

that aa much aa possible, would be to jast eliminate prorationing 

entirely, wouldn't it? 

A It would probably be a lot simpler to operate that way, 

4 That would be the ideal solution for your problem? 

A I can't say i t would be the ideal, but i t certainly would 

make i t a lot easier to operate. 

4 That being true, you don't have to concern yourself with 

the question of correlative rights and the effect on the operators 

of these takes. Tour basic concern ia meeting your market demand, 

isn't it? A No, sir. 

'4 No? 

A I possibly should qualify tnat to say certainly basically 

we must f u l f i l l our market demand, but we are also concerned with 

fulfilling our contractual obligation for our various purchasers. 

y Would you say that you were equally concerned with the 

protection of correlative rights as between the people in the field, 

the operators? 

A I think certainly as we attesspt to f u l f i l l our contractual 

obligations insofar as that would affect protection of correlative 

rights, we do so. 

«4 In other words, to the extent that your contracts require 

i t , you protect correlative rights? 

A — I believe it could be said that way. 
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MR. MALONE: Maybe Mr. Campbell would l i k e to reoffer 

his exhibit. 

MR. CAMPBELL: Maybe you would. 

„. You have referred to the Permian Basin interchange arrange 

ment. When did El Paso f i r s t undertake an ef f o r t to provide a 

market for the allowable allocated to Permian Basin wells? 

KR. HOWELL: I f the Commission please, just a minute, 

let's t r y to c l a r i f y one point. Are you referring to the contrac1 

which is a contract to purchase some gas from Permian which was 

introduced in evidence? 

MR. MLONB: Yes, that was the contract. 

MR. HOWELL: I think we get into confusion when you talk 

about the interchange agreement. We do nave a contract with 

Permian Basin where we pick up some of the i r gas and they pick up 

some of ours. 

MR. MALONE * The thing I was interested in is an analysis 

of the figures that you have given us of nominations against pro

duction and the effect in meeting your market demand of taking gas 

from Permian. I wanted to see when that situation was i n i t i a t e d . 

A I do not know when the i n i t i a l negotiations were entered 

into. However, the contract is dated May 9th, 1957. 

Q So far as you know, prior to that time El Paso had made 

no e f f o r t to absorb the allowable allocated to Permian Basin 

connections? 

• 
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A Ho, I did not say that, I am sure that negotiations went 

on for a sizeable period of time, 

Q 1 w i l l change the question to say that you had taken none 

of the gas prior to that t i r e ? 

A That's r i g h t , we were not authorised by the Federal Power 

Commission to do so. 

4 Does El Paso recognize the fact that under the statutes of 

New Mexico i t is obligated to take ratably i n prorated gas fields 

as well as non-prorated ones? 

A I cannot state what Sl Paso is aware of as i t pertains to 

interpretation of the statutes. I don't consider myself the witnes 

to discuss such a matter. 

v You have t e s t i f i e d that that switcher down there is the 

man who is going to determine whether ratable take i s affected or 

not. I thought you were familiar with the operation i n the f i e l d 

and hence could t e l l us whether in the instructions that go out to 

the switcher you are observing an obligation to take ratably. 

A I consider that we are, yes, s i r . 

H And do you make an eff o r t to observe a ratable take in the 

Jalmat Pool? 

A Yes, s i r , we do so long as, I started in so long as doing 

so we can meet our market demand. Of course, the question becomes 

as to what ia a ratable basis for taking;, on the existing allowable 

basis we cannot f u l f i l l our market demand and oroduce only the 
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allowable of each Individual well because of the i n a b i l i t y of t ar; 

wells to produce that allowable, 

h And that results from the failure to reclassify any marginal 

wells to which you have t e s t i f i e d , at least in part i t results frosf 

that, doesn't i t ? A That's righ t . 

Q You referred to the relationship between your contractual 

provisions and ratable take. Do you knov of any contractual provi-

sion that prevents El Paso from taking ratably? 

A None to my knowledge. 

Q So you do give preference, or do you give preference to 

ratable take over your contracts? 

A Vie do. Excuse re, did you say over our contracts? 

Q Yes. The problem isn't presented I f you don't have any 

contracts other than rate. How, I invite your attention — 

A {Interrupting) Excuse me for a minute, I am not sure that 

I understand what you were meaning by the question you just asked 

in which you asked i f we gave preference to ratable take over our 

contracts. Would you mind explaining what you have in mind In that 

question? 

Q You t e s t i f i e d awhile ago that you took ratably to the exterjt 

that your contracts d'dn't interfere. I wanted to see — 

MR. HOWELL! (Interrupting) Well, I don't believe that is 

what tho testirony was. 

?"?.. KkUifR! V a i l , T .ay haw 
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J u l • vELL: I suggest that you l e t the witness t e s t i f y 

and make the statement as to what the position i s . 

0 Would you t e l l us what your statement was with reference t£ 

the effect of contracts cr. ratable taking by your company? 

A T do not recall my exact testimony. However, our policy in 

the prorated pools of Lea County i s to take the allowable for each 

individual well i f i t ' s capable of producing i t . 

W And as regards takes in excess of the allowable, what 

is your policy? 

A v/e attempt to t r y to take as near on a ratable basis from 

each of the individual wells that are capable of overproducing as 

is possible. Whenever there has been a well shown by Texas and 

Pacific Exhibits, i t has not always been on the same equal basis, 

and that sometimes is not possible because during peak demand 

periods you have to take i t where i t can be produced. Some of ths 

wells can't make i t , so you have to go to other wells to get i t . 

s In those peak demands you do take gas where i t can be 

produced without any reference to i t s effect on correlative rights 

don't you? A I believe that's correc 

^ Now, you referred to an Exhibit Mo, 5 and you compared 

the months shown on Exhibit 5 for the months, the average months 

overproduction of the wells i r the Fulcher-Kutz Field, I believe, 

vhich vas 2,01^ to the maximum, underproduction of a single well in 

the Jslrat Pool. Was that the comparison that you made? 
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A No, s i r , i t waa not. 

Q Would you t e l l us what the comparison that you made was? 

A What I compared was the t o t a l allowable for the month of 

November for the Fulcher-Kutz Pool with one well in the Jalmat Poo' 

Q Would you make the same comparison, please, which is the 

largest pool in Northwestern Mew Mexico in comparison with El Paso 

connections? 

A Blanco-Kesaverde. 

•K Do you know what the comparison is in the Blanco-Mesaverde 

as compared to that single underproduced well in Jalmat? 

A No, s i r , I don't have that figure in mind, 

v. You selected in your testimony the smallest pool i n North

western New Mexico, didn't you? 

A I believe probably i t produces less than any other. I 

think our selection of that was premised on the fact tnat your 

witness had t e s t i f i e d to that in comparing i t with Jalmat also. 

So we took the Fulcher-Kutx Pool. Possibly we should have more 

properly referred to your Exhibit No. 4 on which the Fulcher-Kutz 

Pool is compared with Jalmat. 

Q You did not by your testimony intend to indicate that a 

comparison of these pools on the base of the average month's over

produced and underproduced of the wells in the pool was sn unfair 

comparison, did you? A I believe that I did. 

r You did? A "Ves, 
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Q You t e s t i f i e d on direct examination, I believe, that the 

Commission had to prorate these pools by pools and not by areas, 

didn't you? A Yes, a i r . 

w In answer to Mr. Kelly's etatanent? 

A Yea, s i r . 

^ He said that you would not agree to a recommendation that 

the proration be for the entire area and the pools be abolished? 

A That is correct. 

^ Then i f proration is to occur by pools and you are going to 

compare the ever and underproduced status of the pools, you would 

have to do I t or the basis cf the allowable of each individual 

pool, wouldn't you? A I believe so. 

Q And you — 

A (Interrupting) Other factors, I think probably and proper

ly should be considered too. 

g 3ut you w i l l agree with me then that i f you accept a pool 

basis for determining i t , that this exhibit does properly ref l e c t 

a comparison between the pools on the basis that the exhibit was 

prepared? 

A I agree that i t does refl e c t a comparison between pools whi 

shows that certain wells i r one pool are overproduced and under

produced as are the relationships in monthly allowable as compared 

to other pools. 

v Thjg rsxlm^r gccumuletion of rrderprodvetion in st single 

41? 
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Jal»at well resulted frora the failure to cancel and reallocate 

underproduction, did i t not? 

A That is one of the major causes, yes, sir. 

Q Such a cancellation has occurred in the northwestern New 

Mexico pools, hasn't it? 

A There was a cancellation February 1st, 1957, there hasn't 

been one since. 

U Thank you. dould you like to have a seat? I have one or 

two other questions. I'm not sure that I understood your teatiEonj 

aa to the place that deliverability, the part that it plays in 

Texas proration formulas. Would you state that again, pleaae? 

A I recall that I stated that in Texas the statewide rule, 

and I believe possibly i t Is included in the statutes for wells in 

non-prorated pools, require that production be limited to 25$ 

of the open flow capacity of the well, 

Q That is a limiting of production, isn't It? 

A That's correct. 

Q In non-prorated pools? A That is correct. 

Q Do you know how many prorated gas pools there are in Texas 

A I do not have that figure in Kind. 

Q Do you know how many there were when you were head of the 

gas proration department? A Ko, sir. 

C Would you accept the figure of 420 as being the prorated 

gas fields In Texas? 
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A I think that would be a reasonable figure, yes, sir, 

; Do you take any issue with the test laser y of Nr. Leibrock 

that of that 420 wells, only 21 have only potential or deliverabil 

ity in their proration factor? 

A I have no reason to question that. 

Q If that be true, then 399 of the 420 are on a straight 

acreage or well basis, aren't they? 

A No, sir. 

Q They are not? A Ko, s i r . 

Q What are they? 

A They have a great variety of proration formulas. 

Q But none of which include deliverability? 

A Assume that his figures are correct, that would be right. 

I might state just to clarify my answer, that many of then give 

consideration to one or more of the variable factors entering into 

recoverable reserve calculation which acreage, of course, does not 

do. 

3 Now, with reference to the question Kr. Ota asked you ae t< 

your definition of a marginal well, isn't i t true that a well 

which was shut down for workover or for socue other reason other 

than its inability to actually produce the allowable would be 

prejudiced if that permanent regulation was adopted? 

A I believe probably that it would, and I think I should hav< 

Gualified my recommendation to him in this respect, that upon a 

> 
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determination that a well appaara to be marginal, the oparator 

should be sc advised and aaked to ahow the Commission whether it 

was or was not a proper classification. 

Q I think that would be a very fair addition to i t . We can 

agree on i t . That's a l l I have. 

MR. PORTERi The hearing will recess until one-thirty. 

{Recess.} 

AFTERMOOS SESSXOH 

UR. PORTERs The meeting will come to order, please. 

Anyone else have a question of Mr. Woodruff at this time? 

MR. COOLEY: I have one. 

MR. PORTER: Mr. Cooley. 

Bv MR. COOLEYi 

'4 . Mr. Woodruff, in your direct testimony I believe you statei 

that your company had found that it was not possible to is eet the 

market demand for gas froa the Jal&at Gas Pool on tho straight 

acreage allowable formula, is that correct? 

A Tes, s i r . 

Q Would you please elucidate on that point, how you feel 

this is so? 

A Maybe I should state first that we cannot do i t and balarc 

our wells. The wells have a producing capacity which would enable 

us to do so, but the allowable is not allocated to the wells in a 

manner which w i l l permit us tf meet our my»r?fet demand. 
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Q Why do you feel that is so, Mr, Woodruff? 

k Well, that is true because a portion of the warket demand 

is allocated to wells which cannot produce the market decsand which 

cannot produce their share of the market demand or their allowable 

As a result — 

4 (Interrupting) Kay I interrupt in there, please, on these 

particular wells that you say cannot meet the carket demand, do 

you Keen that they meet the technical definition, aay the one that 

you Just proposed, of a marginal well or on peak deisand conditiona 

they can't continuously make their allowable? Are these marginal 

or non-marginal wella that you are referring to? 

A 1 would be referring to all wells. However, the additional 

or excessive allowable normally would be accumulated by a non-

marginal well. Of course, you take a portion of the total market 

demand and allocate to marginal wells. Sometimes i t is in excess 

of what that marginal well can produce, that volume in excess is a 

portion of market demand we must produce elsewhere. As 1 say, 

that portion of the market demand which the non-marginal wells are 

capable of producing during excess deiaand periods. 

•Q Right to that point right there seems to be in conflict, 

Kr. Woodruff, by definition of non-rarginal can't produce Its allc 

able is capable of producing its allowable. You say certain of th« 

non-marginal wells are not capable of producing their allowable. 

A My stating of that fact was premised on peak demand 

w-
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conditions* It's entirely possible that a well could over a year* 

period, say, produce its total allowable, i f i t could i t should be 

a r.on-taarginal well. Cne feature I think which 1 can point out 

to explain this is that in your over and underproducing rules or 

balancing rules, any well can over or underproduce for a six t&onth 

period and has an additional six months to make up its ever or 

underproduction. An overproduced well has to irake up its under

production during the six uonth period. It has to be getting in 

balance each one of those six months or an attempt should be made 

to do so, while the overproduced well is not, or of coarse, tries 

I 
to sake up its underproduction during the same period. 

But assume that i t can'it make up its underproduction, that 

underproduction is not cancelled until the end of the year. It 
I 

comes conceivably six months) after you have had to restrict your 

overproduced wells to get then back in balance. How that conditio! 

I think, was explained by our Exhibit Ho. 1 where we showed that 

we had a certain demand, a certain allowable, and that we produced 

so much gas. 

Well, a well that didn't have to be shut back to get in bal

ance would be incapable of producing the market demand, the market 

demand suffered because of i t . we had to go elsewhere to get the 

gas. 

'J Is this not a result of the suspension of the overage and 

underage rules which has occurred during tha pmrsbfl v; fft nt t.M. 

a 
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-

f ield? 

A It's much more acute because of that. Tha sane condition 

would exist, however, but on a lesser scale under normal, or under 

conditions where the rules were enforced. 

Q Might not that scale be reduced to the point where the 

rules would work through the cancellation of underage ard restric

tion of allowable? The rules have never been given an opportunity 

to work to their fullest extent In the Jalavat Gas Pool, have they? 

A Wo, they have not. 

Q Then i t is Just speculation as to whether they w i l l or 

w i l l not work? 

A Ko, I don't consider i t speculation. I consider i t to be 

conditions that I expected to be ths conditions that we would actuj 

ly encounter from the experience we have had in operating in the 

Lea County area. 

•* I t is understandable, Mr. Woodruff, that in periods of 

peak demand that your high deliverability wells icust be called upoi 

to meet this demand. Aren't these periods of peal; demand inter

spersed throughout the proration periods to the extent that these 

wells could be cut back during the normal demand periods in allow-

ing the other non-marginal wells to make up their underage? 

A That is what we always attempt to do. Tha ability of the 

other wells tc produce the market demand during; those periods is a 

dif f i c u l t y that we have shown in our Exhibit *c. l . 

t l -
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Q Periods cf t i r e over which ar overproduced well or your 

top deliverability wells would have to be shut ir. would be taterieJ|' 

ly reduced i f the balancing provisions were put 5rto effect? 

A ves. 

0 because i t would reduce the imbalance considerably? 

A That is correct. 

MR. COOLEY: Thank you, Mr. Woodruff. 

KR. PORTER: Anyone else have a question? Mr. Howell, I 

believe you asked for permission to allow the witness to explain 

an analysis of one of the previous exhibits. 

MR. i'fOWELL: Yes, would you turn to Operator's Exhibit 

No. 6? 

Rfi-DXEECT EXAMINATION 

By MR. HOWELL; 

<l Mr. Woodruff, have you ard your assistants wade a brief 

analysis of Operator's Exhibit Ho. 6? 

A Tes, s i r , we have. 

Q -fave you been able to correlate entirely the names of the 

wells furnished with the information contained on the chart? 

A Yes, s i r , I believe that we have. We have found one instance 

I believe where the numbers addled to the exhibit do not agree with 

the l i s t furnished ty the operators this corning, which caused one 

of the bars to disagree. 

0 Veil, you found at least one on that? 
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A Yes, sir. 

'4 Did you take the group, the four groups of high deliver

ability walls and determine what the net overproduction froic those 

four groups of wells ia? 

A ies, sir. As shown by Operator's Exhibit No. 6, 

Did you use the figures contained on Operator's Ro. 6 as 

a basis for this calculation? 

A Yes, sir, we did. We determined that the forty-eight welli 

actually, I believe our figures shown from this l i s t would show 

there were forty-seven In the four top groups had a net overpro

duction of 1,090,000,000 cubic feet. 

Referring to the top bar there, how cany wells are over-

produced as shown on Operator's Chart No, 6? 

A Nine wells. 

i • 
*i How many wells are underproduced? 

A Three wells. 

i"\ And what is the condition with reference to the second bar? 

A Nine wells ar© over and three are under. 

H What is the condition with reference to the third bar? 

A Mine wells are over and three under. 

Q And what is the condition with reference to the fourth bar? 

A Seven wella are over and five are under. 

'•«* How, did you likewise take the bottom four groups of wells 

with the lowest deliverability and compute the net underproduction 
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from that group of wells? 

A Yes, s i r , we did. 

Q What did you find to be the net underproduction using the 

figures as shown on this exhibit? 

A 1,143,000,000 cubic feet. 

Q Now, did you further rcake any investigation as to the con

ditions in this group number tan which has the long bar running 

to the right? A Yes, air, we did. 

Q How cany wells in that group do you find to be overproducec ? 

A Seven wells over and four wells under. 

Q Now, did you analyze the underproduction of the four wells' 

A Yes, s i r , we did. 

Q What did you find? 

A We found that of the approximately 856,QOC,OOG cubic feet 

of underage that one well had 797,000,000 of the total. Of course 

the other three wells would have only a small underage accumulated. 

si From that brief analysis which was c ade in between testi

mony here, have you concluded that Operator's Exhibit Ko. 6 demon

strates that the overproduction in the Jalmat Field is pretty well 

centered in the wells with the high deliverability and the under

production pretty well centered in the wells with the low delivera

bility? 

A Yes, s i r , I have reached that conclusion. 

Q Does that conform with vour actual experiatiee? 

r 
i 
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A Yes, s i r . 

KR. HOWELL: That's a l l . 

MR. PORTER: Anyone else have a question of the witness? 

Kr. Malone. 

RE-GROSS EXAMINATION 

Bv MR. MALOHE: 

Q Mr. Woodruff, I understood you to say that you analysed the 

over and underproduction in the four top groups shown on Exhibit 6? 

A Tes, s i r . 

Q And there were forty-seven wells in that group I believe? 

A That's what we found fro» your l i s t , yes, s i r . 

Q Those are the forty-seven wells in that entire group that 

have the highest deliverability, aren't they? 

A Yes, s i r . 

Q I f I understand your testimony, you further have found, as 

the exhibit shows, that twelve of those forty-seven are under

produced? 

A I believe i t would be thirteen. 

Q Thirteen? A Yes, s i r . 

Q Let's take the figure thirteen. Let's see, we have got 

thirteen out of the forty-seven highest deliverability wells that 

are underproduced in the face of your testinony, that you had the 

underproduced wells turned on a l l the time, you never did turn thet 

off, trying to equal this production. Can you account for that 
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Situation? 

A Sir, I certainly do not believe I ever said such a thing 

aa that* 

Q Wall, I beg your pardon. What did you say? I thought you 

said that you didn't ever turn off the underproduced wella, you 

were trying — 

A (Interrupting) Ko, excuse me. I believe I misunderstood 

what you stated. It is our policy to produce underproduced wells 

continually. I have not studied the individual wells, but I feel 

confident that were we to do so that aany of these wells would 

probably be multiple unit wells receiving allowables in excess of 

their producing ability, consequently incurring underproduction. 

Q That situation would be taken care of i f a redefinition or 

redetermination of marginal wells was undertaken, wouldn't it? 

A I believe so. 

Q But aa of the present tine then we got between twenty-five 

and thirty percent of the highest deliverability wella which are 

carrying an existing net underproduction, is that correct? 

A Did you say somewhere between twenty and twenty-five? 

Q Twenty-five and thirty I would say. 

A That is correct. 

Q If the allowable of those twenty-five to thirty percent of 

the wells was further increased on the basis of the high deliver

ability which those wells have, they would be carrying a greater 

D E A R N L E Y . M E I E R a A S S O C I A T E S 
I N C O R P O R A T E D 

G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C O 
3 - 6 6 9 1 5 - 9 5 4 6 



429 

underproduction ? 

A That is entirely possible, I think to answer your first 

question I should have pointed out one other feature, that we have 

the condition exhibited here I believe characteristic as of the 

end of SepteEiber. It was from your November schedule which I be

lieve would have reflected the conditions at the end of September 

as far as production is concerned, 

Q That is correct, 

A I previously stated that we were constantly attempting to 

get overproduced wells back in balance. Me were shutting their, in 

trying to get their; back in bal an ce, I think it entirely conceiv

able and probably through that many of these wells here were wells 

that we got In balance ard actually got in an unbalanced condition 

and reflected as such on the Koveuber, 1957 schedule. 

Q Wait a minute. You mean that switcher forgot to turn the 

well off — 

A (Interrupting) To turn the well off did you say? 

Q Yes, he had an overproduced well and converted it Into an 

underproduced well. Is that what you said? I«m not sure that I 

understood you. 

A Well, speaking of i t in terms of switcher, I would say that 

probably we left the well shut off longer than we needed to to get 

the well In balance with the result that i t ended up in an under

produced condition. 
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Q That is as of ROW at least entirely a speculation on your 

part because you haven't checked any of the individual wells, have 

you? A That is true, 

KR.KALOME: That's a l l . 

A I think it is very reasonable speculation, Mr. Malone. 

MR. KALONE: That's a l l . 

MR. PORTER; Anyone else have a question of the witness? 

The witness eiay be excused. 

(Witness excused.) 

MR. PORTER: Mr. Howell, did you offer your exhibits? 

MR. HOWELL: Ho, I did not, and I would now like to offer 

the exhibits in evidence, that would be Sl Paso Natural Gas Company 

Exhibits 1 through 6. 

MR. KALONE: May I inquire If we have the nucber of switch* 

and the nucber of wells available? 

MR. WOODRUFF: Tes, sir, I was just getting ready to state, 

I forgot to give you that. During normal operating conditions wher 

we are not encountering peak demands, we constantly have four switc 

ers. During periods of peak demand we call on other personnel 

available for switching and could have as r.ar.y as fifteen or sixtes 

or s t i l l more if our peak demand required l t . ie could call on our 

field personnel to go out and turn on wells, but in normal operatlr 

conditions we have four. 

MR. MALONE: That 13 for the Jalmat Pool? 
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lit, WOODRUFF; No, that is for the Lee County area* 

MR. KALONE: That i s for ths entire Lea County area? 

MR. WOODRUFF: That i s what I understand. 

KR. J-'ALONE: How rrany wells are you taking gas froc? 

MR. WOODRUFF: I ax: sorry, I don't have the exact nuxrber, 

but i t would be sonewhere around 600. 

MR. KALONE: So each switcher has a responsibility for 

turning off 150 wells under normal circuinstarces? 

KR. WOODRUFF: That is correct. 

MR. KALONE: Have you ever checked to see i f the under

produced wells are the ones closest to his house? 

MR. WOODRUFF: Ko, s i r , I have not r.ade such an analysis 

as that, but as I previously stated, his instructions to turn off 

and turn on wells come froa our dispatching department and are 

not left to his responsibility. 

MR• KALGHEs Thank you. 

MR. PORTER: Going back to tho matter of the exhibits, 

are there any objections to the admission of the exhibits? They 

w i l l be admitted. Mr. Cooley. 

MR. COOLEY: Kr. Woodruff, those switchers and your dis

patching department are also cognisant of the fact that even in 

unprorated pools they are required to take ratably, is that corrac 

KR. WOODRUFF: Yes, s i r , that is correct. 

ICR. COOLEY: What is th© number of wells in the unprorated 
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gas pools? In other words, what la the to t a l number of wells for 

which they are responsible? 

MR. WOODRUFF: I would guess that wo have something in 

the vicinity of f i f t y additional wells. I have not worked up that 

figure. 

KR. COOLEY: Thank you. 

*!R. PORTER: I f no further questions, the witness taay be 

excused. 

(Witness excused.) 

KR. HOWELL2 That concludes the testimony of Sl Paso Natur

al Gas Company. 

ICt. PORTER: Anyone else have testimony to present? 

MR. CAMPBELL: I have. I have soise rebuttal testimony. 

I f the Cotrjnlssion please, I wonder i f we could clarify the record 

before this witness starts as to that point we were discussing this 

corning as to whether there are one or two cored wells In the f i f t y 

eight well area. 

MR. MALCKE: The only confusion was on the Janda H and the 

Janda J. The correct designation is the Jarda J, is that correct? 

That is the log we furnished you, but Kr, Leibrock inadvertently 

referred to i t in his testimony. 

m . CAMPBELL: That well in or outside the fifty-eight 

well area? 

Mi. likWSZ; we have plotted the wella on the exhibit up 

432 
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there and showed their tc Mr, Keller at tht noon hour, 

FE. CAMPBELL: All right. I would like to recall Kr. 

Keller as a rebuttal witness, 

RE-DIRECT EXAMINATION OF MR, KELLER 

BT MR. CAMPBELL: 

Mr, Keller, tc clarify the point that was just discussed 

between I-lr. Malone and I , have you examined the location of the 

five wells, the cores of which were examined by hr. Leibrock in the 

Jalmat Gas Pool, as they have been marked on Operator's Exhibit Ko. 

l-A as to their locatlor? A Tes, s i r , I have. 

Q How nany of those wells are located within the boundaries 

of the fifty-eight well area to which ho has referred? 

A My inspection indicates one of the cored wells. 

Q Where are the other cored wells with regard to the exterioi 

boundaries of the fifty-eight well area, would you point those out 

for the Commission, please? 

A According to the information shown on Operator's Exhibit 1-

the Cities Service cored well Is located in Section 30, Township 21 

South, Range 36 East. 

Q Is that adjacent to the fifty-eight well area? 

A Nc, s i r , that's a distance of two and a half to three miles 

Another cored well, tho Continental Farrey A Ho. 1 is located i r 

Section 17, Township 23 South, Range 36 East. 

^ Is that adjacent te the fifty-eight well area? 

> 
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A Lo, i t is in excess of a mile and a half fron the boundar

ies of the f i f t y - e i g h t well area. 

H Where are the other wells? 

A The Gulf Janda J Ko. 1, which is a cored well, is located 

i n Section 4, Township 23 South, Range 36 East, issaediately west 

and adjacent to the f i f t y - e i g h t well area. That i s i t offsets the 

boundary l i n e . The Gulf Janda H lie, 1 is located in Section 2, 

Township 23 South, Range 36 East, and i t i s located in the f i f t y -

eight well area as outlined on Operator's Exhibit Ko, l-A. The 

other cored well , the f i f t h one, i s the Stanolind Meyers E Ko, 1, 

I believe located in Section 6, Township 24 South, Eange 37 East, 

I t is an offset to tne boundary line of tha f i f t y - e i g h t well area, 

i* So there are two wells taaaediately adjacent to the area anc 

one well within the area, is that correct? 

A Tes, s i r , the other two being located a distance of fro& a 

Biile and a half to two and a half miles. 

W Now, Kr. Keller, I think that the testimony of kr. Leibroci 

makes i t quite apparent that he disagrees witn your approach to th: 

Batter by which you relate reserves, upon your definition as you 

determine them to deliver a b i l i t y Qhi a factor i n the allocation fori 

l a . «oulU you please explain b r i e f l y to the CotH&iasion again, bast 

upon the inforasation you have obtained fro& Kr. Leibrock's approac 

and his testimony, why you adopted the approach you did aa to the 

reserves and generally how you applied i t ? 

1U-
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A Tes, s i r , I was faced with the problem, an engineering 

problem of devising, evaluating and recommending to this Commieslot 

a proration allocation formula which would do the best job of pro

tecting correlative rights. 

How, In order to do so i t is necessary to set up a quantitatii 

standard of comparison so that I may compare one formula, allocatioi 

formula with another and determine which ia the better of tne ones 

co&pared. 

Now, I think we have a l l pretty well agreed that the perfect 

formula froa the standpoint of furnishing ttaxiiaue protection to 

correlative rights would be one that distributed allowables sub

stantially in proportion to the recoverable gas in place under the 

various tracts.,........ 

I t is wy understanding tnat that is essentially, froes an engii 

eering viewpoint, what the statutes provide x'or. do I have chosen 

and i t ' s Biy understanding, that Mr. Leibrock also chose that standi 

of protection as a meaauresient to judge the relators desirability 

of one allocation formula compared to another. We did differ not 

in tne standard but in tne engineering calculations designed to 

evaluate that standard. One of us used the conventional volumetrii 

tietnod of calculating gas in place, recoverable gas in place per 

acre. That is the method which we have previously discussed wnere 

the gas reserve per acre is equal to the porosity, times the net 

pay t h i c k n e s s , fcirr.aa one minus the connate water t i n e s pressure 
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-

volume factor, times a recovery factor. 

I have chosen to use, for reasons I w i l l explain, the materia] 

balance approach. In fact, i t i s a graphical solution to the 

material balance equation. I have referred to i t as the extrapolal 

of a pressure production curve, I have taken that reserve and d i 

vided I t by the acreage assigned each well and arrived at the re

serves per acre attributable to the acreage assigned to each well. 

I think there might well be a question in the minds of this Com

mission as to why two engineers would use two different approaches 

to the evaluation of the reserves per acre, I would l i k e to ex

plain why I did rot use the volumetric approach. 

First of a l l i t seems quite apparent to me that the main re

quirement of thi s calculation of reserves in place is that i t be 

able to determine i f there is a difference between the recoverable 

gas in place throughout the f i e l d and I f such difference does 

exist, what that difference Is quantitatively. In a nut sh e l l , th< 

volumetric approach used by the operator's testimony is not capable 

to near the extent as the method employed by we of determining the 

variation in reserves per acre as they exist fror?' one part of the 

f i e l d to the next. 

The reason for that is that the data is simply not available 

from one part of ths f i e l d to the next to evaluate the various fac

tors that enter into calculation of the recoverable gas per acre, 

ard those factors of the porosity, net pay, connate water, pressure 
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volume factor, ard recovery factor. My availability of data in 

that field, I have, or had when I started, a very limited amount o 

core data, less than ono percent of the wells in the field, and ce 

tainly with such maager porosity information I cannot expect to 

differentiate between tie quality in terms of porosity of the pay 

from one place to the naact with so lit t l e data. 

Wow, unfortunately, it is common engineering practice wher. 

we do not have the data, to evaluate the variation in a factor froĵ i 

one place to the next, we make the assumption t hat what data we 

have is representative and apply it uniformly throughout the area, 

and that's fine i f we are attempting to evaluate the overall gas 

in place under a large area. But i t utterly fails to measure the 

difference from one place to the next in the field. 

The same type of situation exists in respect to the connate 

water data. There is not sufficient information in this Jalmat 

Field to evaluate the differences in connate water from place to 

place in the field. 

The third factor, the recovery efficiency, it's my understand 

ing that the operators' witness in calculating the recoverable gas 

in place, used a constant value for a l l of the wells for this 

factor, because there is not sufficient data to determine how much 

if any, i t will vary from place to place in the field. The pressure 

volume factor is a function of the pressures which we have measuree 

and r unfortunatelv f the variation in praaanres at laaat. in tha 

D E A R N L E Y - M E I E R 8C A S S O C I A T E S 
I N C O R P O R A T E D 

G E N E R A L L A W R E P O R T E R S 
A L B U Q U E R Q U E . N E W M E X I C O 

3 - 6 6 9 1 5 - 9 5 4 6 



t38 

f i f t y - e i i ; h t well area is very small, so that factor has very l i t t l < 

variaticr.. 

The other factor in the volumetric approach is the net pay. 

That can be determined or estimated from log core and other data. 

In summary, the data available tc me would jiot permit me to use 

the volumetric method in order to evaluate the differences in re

coverable gas in place. but I did uave available to me the presat 

production history of a l l of the wells in the f i e l d which I employ* 

In order to estimate the reserves per acre attributable to the 

acreage assigned the various wells; as I previously t e s t i f i e d I hac 

data enabling reserve estimates per acre of that nature available 

or 260 some odd wells, but there were only 226 of these wells that 

I had del i v e r a b i l i t y data. 

Do you consider that the approach used by you in your 

determinations was the only and the moat satisfactory approach for 

determining the situation in this Jalmat Field as a whole? 

A Yes, s i r , i t is the only method because of the data l i m i 

tations that was available to me tnat would enable me to make a 

reasonable and r e a l i s t i c evaluation of the variations in the qualit 

of the acreage throughout the f i e l d in terms of the reserves per 

acre. 

W How, nr. Leibrock has indicated that ir. his judgment some < 

your data is not thorough because i t takes averages and operates 

or a fielduide base. And I think ae also t e s t i f i e d that so far as 
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he wa3 concerned, that tos had made no studies with reference to ary 

other possible approaches to the question of one hundred percent 

acreage or some other allocation formula In thia f i e l d . !>id you 

-undertake to check your determinations with regard to this particular 

d e l i v e r a b i l i t y formula against ary other approaches ir. this Jalmat 

Oas Pool? 

A Yes, s i r , I did. My problem v&a to devise, evaluate and 

recommend to the Cornmission a formula which I f e l t would do the 

best job from a correlative rights standpoint. In ordar to attempt-

to solve such a problem i t is necessary to cor»3ider I thiiik a l l of 

the factors which can ba used from a practical standpoint in devis

ing an allocation formula. I have dons that. 

I€l. MALONE; I f i t please tne Commission, may I make an 

inquiry of counsel as to whether ha, as seems to be apparent, 

whether the preface which the witness has given aa to a different 

allocation formula than the twenty-five, seventy-five, times 

acreage that was tha sub loct of the hearing. 

IiR. CA2-IPBELL: lou mean taa d e l i v e r a b i l i t y aspects whiSi 

is the subject of the hearing? 

HH. HALO!!!:;: Is he now proposing a new allocation formula? 

MIL CAMPBELL: Ho, ne is not. 

MR. MALQ?E: I misunderstood hiis, but I thought that he 

3aid that he was going tc t e s t i f y on t h e i r formula against this fo 

IH. C/J'tPIlELL; -le isn't. de is going to t e s t i f y to a 

-eula 
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different approach agairst a de l i v e r a b i l i t y . He is not proposing 

ary different f c r r u l a . 

im. !:AL0?T*-: Thank you. 

A I * r rerely trying to describe a l i t t l e r.:ore in detail than 

I did before sore of the analytical work that I did in arriving at 

a de l i v e r a b i l i t y f omnia as being a formula that would do the best 

job of protection fror, a correlatitre rights standpoint. 

Would you refer to what has been identified as Texas Pacifi 

Exhibit 14 and state to the Cowsission what that is ard how i t , in 

your opinion, confirms the position that you have taker? 

A Well, as I have previously t e s t i f i e d , r-.y analytical work 

in respect to the allocation probler was necessarily confined to 

these 226 wells which I had pressure d e l i v e r a b i l i t y and research 

data on. 

As I previously explained i r one of the methods of analysis 

of that data was to divide those 226 wells into four equal groups 

after arranging the wells in order of increasing reserves per acre. 

That, as you r e c a l l , was tha basis of the analysis frot... v*hlch Texas 

Pacific Exhibit No. 11 was derived. 

Exhibit Mo. 14 arranges the data In the ear..e manner. For 

each of the wells I have taken the reserves per acre arrived at as 

previously explained, and divided i t by the reserves per acre of 

the average of the 226 wells. I have called that a relative re

serve, that is i t i s relative to the average of the group. 

c 
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I aave also taken Tor eacu of tne walls and calculated oi. the 

basis of the latest data available the acreage times deliverabilit: 

factor ard divided that factor by the acreage tiaea d e l i v e r a b i l i t y 

factor of the average well of the group which I have termed tne 

average relative allowable based on one hundred percent acreage 

tir.es d e l i v e r a b i l i t y . Correction, that i s the actual relative 

allowable on chat basis for each individual well. I have done the 

aatie thing on the basis of acreage tiaes pressure. I have done tlx 

sace thing on the basis ox acreage. 

One correction in t.iere, the allowable that I»a speaking of 

now is on a per acre basis so that i t w i l l be on a coiamon derioainal 

How, the rosult of that process is stoply t h i s , that i f a * e l l say 

has a relative reserve per acre of two, that is i t ' s twice as 

good as the average, and i f under a particular allocation formula 

i t s allowable per acre relative to the average well was two, then 

i t would conform to the perfect allocation formula because the 

reserves and tiie allowable would be in direct proportion. 

This process that i nave just described was designed in order 

that I could r.iaasure the degree to which any particular factor 

approached being i n direct proportion to tho reserves per acre. 

Nov;, I have plotted the average of these relative allowables and 

relative reserves per acre for each of the four groups that I nave 

divided the 226 walls in and have plotted then on Exhibit Mo. 11. 

14, is I t not? 

i 

ior. 
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A Jxcuae mo, 14. This enables on an average basis a visual 

determination of vnich factor of the three tnat are possible to us< 

or practical to ass f i t s closest to tne reserve dis t r i b u t i o n . The 

reserve distribution in terms of tne average relative reserves per 

acre is shown hy the solid rsd line on exhibit Ho. 14 located in 

thia location. Tna relative allowable per acre average for each oJ 

tho four groups i s shown by tne red dashed li n e baaed on one nundn 

percent acreage ttaes d e l i v e r a b i l i t y . 

. j i i i i i a r i y the relative allowable average based on acreage 

times pressure shown by the green l i n e , similarly the relative 

allowable average based on acreage as shown by the dashed dark blu< 

l i n e . Uince i t is allowable par acre, then tne relative allowable 

per acre for uie straight acreage the present formula would, of 

course, be constant for each acre assigned to the well. I t , I 

think, is quite clear that ox, an average basis the acreage tiaes 

d e l i v e r a b i l i t y factor more closely is in proportion to the reserve 

distribution tuan any of the other two factors. 

Kow, this relationship i l l u s t r a t e d here on an average basis 

is wliet prompted im to recoMiend a del i v e r a b i l i t y factor in the 

allocation formula. Actually the one hundred percent acreage times 

the deliverable factor and the basis of ity analysis sost closely 

f i t s the dis t r i b u t i o n , reserve distribution than the 25-75 that I 

have recoct endea. The reason 1 have included a twenty-five percent 

acreage i n the a l l o c a t i o n formula i n b«*rjiuae that, i n e f f # c t nut a a 

1 
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margin*! allowable in effect, that ia even tha very low deliver

ability wella will gat at a minimum allowabla aqual to ona-fourth 

the average well allowable. 

4 Nov/, Kr. Keller, It has been suggested that by using avera, 

as you have in this Exhibit Ko. 14 and as you did in Exhibit No. 

11 which has been referred to and in Exhibit ft and 9 where you 

divided the field into quarters there that you have not taken an 

accurate approach to the study of this field. Did you, after breal 

ing this down into the basis of quarters, undertake to check that 

method of approach that you used on averaging these things out or 

something like that? 

A Tes, si r , of course, I did, I realized in the conduct of 

this analysis that averages can sometietes be misleading and I 

certainly checked to be certain that these averages were reflect inj 

a trend and a relationship that on the whole was a true relation

ship. 

That, of course, is not a perfect relationship and there is 

considerable variation when we get into individual wells or small 

groups of wells, and it is for that reason that I prepared and 

presented Exhibit Mo. 10, because it certainly was not my intent t< 

edslead anybody that this was wore perfect than i t actually i s . 

But in order to check to see If this trend indicated by this 

average analysis shown on Exhibit 14 was a real trend, I divided 

the wells irto eirht groups IP a similar fashion t© Exhibit 14 and 

E 
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got the saiae conclusion. The curves aren't quite as smooth, but 

tha trends are s t i l l there. 

I s t i l l wasn't satisfied and realised, of course, that In the 

f i n a l analysis the thing that is going to determine whether or rot 

this is absolutely r e a l , this trend in general, la an individual 

well analysis, ao I took the data on the relative allowables cal

culated on seventy-five, twenty-five formula that I have proposed 

and calculated on tne one hundred percent acreage formula now in 

existence, and I took the relative reserves for each of these well 

calculate! in the scanner I have j-ist described, and I calculated 

ths difference between ths allowable i«nder each fomula, relative 

allowable under each formula for each well and the reserve which I 

thought of in terros cf a deviatior f r o r the perfect formula that 

is the reserve distribution for each well. 

I then arranged those deviations i r order of increasing devia 

t i o r s for each of the formulas and cerrr-ared the two. On that COEI-

pariser I found that 206 of the comparisons showed that t h * devia

tior. f r o r reserves was less f c r the seventy-five, twerty-five per

cent forrulp thar for the ore hundred percart acreage formula. On 

the tverty veils the opposite wea true, the deviation fror the 

reserves was greater for the seventy-five, tventy-five formula tha 

for the one hundred percent acreage f c r t u l a . 

I then, of course, concluded that title trend relationship 

- between reserves and dell v e r a b i l i t y v.v.ica I have demonstrated in 

i 
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previous testimony for example on Exhibits 8 and 9, although there 

are a l o t of individual well exceptions and is a general trend, 

I think I described i t as a rough correlation, the trend i s true 

and i t i s real and there i s a greater correlation on the whole 

between reserve distribution and the seventy-five, twenty-five 

formula recommended than there is between acreage and the re

serve distribution. 

xt i s cn that type of analysis that I have baaed my opinion 

taat the recoioitended formula does a better job of protecting 

correlative rights t.ian diss the hundred percent acreage formula. 

... You rec a l l , Mr, Keller, that Hr. Leibroek t e s t i f i e d i n one 

of his summarizing conclusions that one hundred percent acreage waa 

batter than your proposed de l i v e r a b i l i t y formula, was baaed upon 

his study of f i f t y - e i g h t walls within an area outlined in blue on 

Operator's l-A? 

(Marked Texas Pacific's Exhibit Ho. 
15, f o r identification.) 

Mr. Keller, using as you need the blank pieces of paper on thi 

board there for i l l u s t r a t i o n purposes, w i l l you explain to the 

Commission your reaction to the approach used by Mr. Leibrock on 

the f i f t y - e i g h t well area as compared to the approach which you usfl 

in arriving at your conclusions as to ar allocation forrcula 

throughout the entire field? 

A Tes, s i ^ . ?t sears qriite apparsnt that, there were two 

d 
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efforts made to calculate the deviation from the perfect formula. 

I have just discussed the calculation that I ©ade another one has 

been previously presented. They are ir contradiction of each 

other. In view of that, I believe this Commission should have an 

explanation, at least I feel imposed to give ay explanation of why 

this difference in conclusion comes about. Actually the difference 

in the conclusions in my opinion is the result in the differences 

in the methods of analysis. I would like to, if I nsay, illustrate 

briefly the pertinent differences in the two methods of analysis 

as I understand thara from the testimony which I have heard. 

Let ne put the Texas Pacific analysis on the left and the 

Operator's analysis on the right. First of a l l in the Texas Pacif: 

analysis there were 226 wells employed in the analysis, that is 

sixty percent of the wells approximately in the field. In the 

operator's analysis of the relationship between the deliverability 

formula and acreage formula and reserves, there were fifty-eight 

wells employed, which is approximately fifteen percent of the welli 

in the field. 

There is also a difference In respect to the location of thes 

wells in the two analyses as to whether they are representative 

of field conditions. Referring to Texas Pacific Exhibits Ko. $ 

and 9 which are r.aps showing the reserves and deliverability data 

available to tte, i t becomes apparent that tha reserves and the 

deliverability data used by the Texas Pacific analysis are pretty 

„c 
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well spread throughout the field and should be representative of 

the field aa a whole. 

The fifty-eight well area ia an area allocated in the 

center of the field. If you correlate that with the reserve tap, 

it is an area which Is predominantly*reserves, but th© reserves an 

Ll 

fairly uniform. In fact, as I recall the testimony was that the 

variation in reserves was four and a half fold in that area. Xou* 

recall froa my previous testimony that the reserves variation frors 

the 265 wells was about ninety-one fold. Many tictea greater. So 

in ,,y opinion the Texas Pacific analysis is uuch irore representative 

of field conditions from th© standpoint of both tho nucber of wellt 

and their location in the field as to whether they represent average 

field conditions. 

I would like tc next compare the two methods used to caleulati 

the reserves per-acre and their adaptAbility to toe problem at 

hand, that is trie problem of differentiating, deteruir.e quantitative

ly trie relative quality of the place to place in taa field in tenet 

of reserves per acre. 

As I previously testified, I obtained ey reserves estimates 

by a plot of pressure versus cumulative production. Tuoae points 

I extrapolated as a straight line to one hunured pound abandonment 

pressure. Now, that is at a graphical equivalent of solving this 

equation which I will put on the board here. In other words, I 

said that the recoveries per acre for acreage assigned to each of he 
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wells is squal to the slope of this line that is the change in gas 

production per change in pressure times the current preaaure Ednus 

ar. abandonment pressure divided by the acreage assigned to the 

wells. This is algebraically the same, I get the sar.e answer as 1 

I extrapolate this straight line and subtract from this total cu»i 

tive production, the cumulative to tha date in question, ar.d that 

waa the f i r s t of '57 was my date. 

Now, the operators* testirony, as I understand i t , they used 

a volumetric base where they calculated tne recovery per acre for 

eacn of tne well tracts equal to the net pay thickness, tiises the 

porosity, tires one, Tints connate ^ater, tires a pressure volume 

factor, times a recovery factor, to VB have now a COB pari son of 

the tv;o equations used to estiaAte reserves per acre cn the board 

Let's examine each of those arc! see how well they Beet the 

requirements of determining the difference in quality of acreage 

assigned to tne various wells, Referring to the Texas Pacific 

t.ethcd, we find that the recoveries per acre are determined by one 

two, three, four, five different factors, let's see how luany of 

those that v,a have to estimate or. each well tract and how many ar 

actually the result of measured data on each well tract. The gas 

production cumulative on each production is measured. The pressu 

points are measured, the preaaure as of 1-1-57 is estimated on the 

basis of measured data in some cases, and in other cases the pres

sure measurements is as of that date. I t is substantially measur 

tla-
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data. Ths abandonment pressure Is assumed, I have aasuired a one 

hundred pound abandonment preaaure uniformly for a l l tha walla I 

hava evaluated reserves on. The acreage is the measured acres 

assigned to each well. So we find that of the five factors, four 

of theisi are the result of direct measurements and one of than, the 

abandonment pressure, is an estimated nureber for each of the wella 

Now, let's examine the eethod of calculating reserve per acre 

the volumetric method used by the operators. Let's see how many 

of those factors are measured on each of tne wells, because the 

important thing is we're trying to differentiate, we are not tryin* 

to determine what the average over the fifty-aignt well area or th< 

227 twenty-six well area i s , we are trying to find out the differ

ence within that area. Tne thickness, aa I understand i t , for the 

fifty-eight wells was estimated from logs on tnirty-eight wella or 

about sixty-five percent of the fifty-eignt wells, or about ten 

percent of tne wells in the field. 

The porosity, as I understand i t , of tne fifty-eight wella, 

the porosity waa measured directly by sores on one well. That's 

roughly, oh, well let «a correct that. As I understand i t , a 

uniform porosity was used for each of the fifty-seven wells where 

core data wasn't available, and that was, 1 assume, the average of 

the five core analysis. But at beat that is based on five wells 

which is about a little less than five percent of the fifty-eight 

that would be somewhere around leas than one and a half percent 

! 
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of ths total field i f u.y numbers ara right. 

Q That figure would ba approximately nine and a half, tan 

percent of the fifty-eight, would it not, five wells In the — 

A (Interrupting) Excuse ise, Ten percent. I waa thinking 

of the two wells that I had before. 

Now, let*s examine what this porosity evaluation for each 

of the wells would mean. We are trying to evaluate tha difference 

between the wells on thia and yet in the analysis of the fifty-

eight wells i t has been assumed or estiiaated, whichever you want 

tc put i t , that on fifty-seven i t was the sa»e. 

i-icw, if you assume it's ths sare, how can you evaluate the 

difference? how, it's ay understanding that the basis for that 

assumption was the rasult of t-iis five cora analysis which showed 

t-iat the variation in porosity for tne five cored walls was very 

sj;.all, that Is frofu the nuabers as 1 have recorded ther,, the poros; 

only varied free, about 16.4^ to 17.9̂ * I don't believe that that 

is necessarily true at a l l , for example in checking available core 

analysis data I found that we had available two other, at least 

two other cored wells within the saiae areas as the five wells. 

I would like to discuss that porosity information. Coinci-

dently these two other cored wells that were available to we are 

offsets to the Continental Farney A Ho* 1 well which is one of the 

five wells. One of those offsets is the Sinclair Federal 714 Ho. : 

located Just as a south offset to the Continental Farney A-l. 

ty 
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Mow, the core analysis on that, employing the Interpretation 

made by the core analysis laboratory, there ware 22 faat of pay 

having an average porosity of 20.5^. 

•4 Have you marked the location of that well just south of 

the Continental Farney well? 

A Yes, s i r , i t i s located just south. 

q On Operator's Exhibit l-A? 

A On Operator's Exhibit l-A. Another cored v/ell I was able 

to obtain the data on was a southeast offset to the Continental 

Farney A No. 1, and t u t is the Texas Pacific State A Account 

Ko. 1 well To. y~). Cn the basis of tha core laboratories inter

pretation of that core analysis there was f i f t y feet of pay almost 

two and a half tiroes as auch as the other offset, having an 

average porosity of 12. l i• So although the fi v e wells upon which 

the operators bas-sd an average porosity ard applied i t , as I 

understand i t , uniformly to fifty-sever and f i f t y - e i g h t wella 

varied only froi« about 16.4;- porosity average per v e i l to 17.9, I 

find that there are three offsetting wells where the porosity 

varied from 12.'v to 2U.5f>. 

So I think i t is quite apparent that there is considerable dot 

that the assumption of uniform porosity has ary bearing on the data 

Dination of the differences in reserves per acre as between wella 

in the f i f t y - e i g h t well area. Of course, i t was taat inadequacy 

of information that led »e to use the alternative method that I ha1 

ibt 
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used. 

on to the comparison of the two methods of calculating 

reserves r»r acre, the operators lr order to using a volumetric 

estirate, had t© use an estimate of the connate water or a 

reasurere*-t of the connate water for each of the wells. Because 

one firus the connate water enters into that calculation so far 

as I know there 5s no data available to differentiate as to the 

actual connate variation within the fifty-eight well area. It 

is ry vmderstandinr, that a constant value for each of the wells wai 

employed in the calculations. 

So this has been assumed or estimated constant. The pressure 

volume factor I imagine was calculated on the basis of gas ar.alysi^, 

deviation factor analysis and the actual pressures on the wells. 

I assure that that was fror. actual data on most of the wells. Un

fortunately there's not jsuch variation in pressure within the f i f t ^ -

eight well area ard that factor will be fairly uniform. The re

covery factor was, as I understand i t , estimated at a eertain 

value ard this same value was assigned to each of the fifty-eight 

wells. 

In sunmary, we find then that there are the porosity, the 

connate water and the recovery factor where i t has been estimated 

or assumed for each of the wells that it's uniform and yet we're 

trying to evaluate differences between wells so we assume they are 

uniform. The other factor, pressure volure factor, the data or-
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pressure shows i t ' s f a i r l y consistent, so that factor i n tha 

f i f t y - e i g h t well ares is pretty uniform, although i t is not in 

the f i e l d as *t whole. 

The thickness, as I ttr.darstand i t , was primarily evaluated 

fror.. the ,?ar.a ray neutron logs. That probably is the factor that 

car. be best avaluated cf a l l the five factors amployed, although 1 

lias certain limitations which I ' l l discuss, I think, l a t e r on. 

'} *?ow, I would l i k e tc very b r i e f l y with you run through 

the exhibits that have been, cr sone of the exhibits — you have 

another matter? 

A Thore is one othar thing, and I would l i k e to point out hei 

in respect to the adequacy and the applicability of these two 

methods of analysis, and that is with respect to whether or not 

they represent f i e l d conditions. I already pointed out that the 

f i f t y - e i g h t well area is i n an area which i s f a i r l y uniformly 

fiood. That i s very well I l l u s t r a t e d , I think, by the fact that 

In the 226 v e i l analysis I found that there was a recovery per acr< 

variation of approximately ninety-one f o l d , that Is the beat was al 

ninety-one tines as good as the poorest. I believe that the 

testirony was that the variation in the f i f t y - e i g h t well area in 

tho recovery per .acre, I believe i t was four ard a half f o l d was 

the testimony, although ry data indicates that i t was closer to 

three ard a half fold variation. 

I think i t is relatively apparent froc that comparison that 
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the race-very per acre variation naturally Is pretty uniform in 

the fifty~#>ight well area, While I think that anybody that has 

studied the f i e l d Irrtovs that the variation recovery per acre through

out the field, is vary large, 

FR. PÔ TSH; We'll take a short recess, 

(Recess.) 

FR. PC-HTBR: The westing w i l l come to order. 

C Mr. Keller, T *~ going t© ask yoi:, i f yeu »'lll go through 

with r̂ e very b r i e f l y sows of the exhibits of the operators here 

and give us your reaction to those exhibits as they relate to your 

analysis of this situation i n the l i g h t of the presentation by Mr. 

Leibroek. 

F i r s t , in connection, with th© Operators' Exhibit Ko. l-A 

up there which is what I believe he called the difference rap, what 

cowaent do you have to moke in connection with that? 

A Well, s i r , as I reca l l this map shows that about f i f t y 

percent of the acreage f a l l s ir? the sane quarter of reserves and 

del i v e r a b i l i t y on wy Exhibits No. $ and 9 and about f i f t y percent 

doesn't. The only corarent I would l i k e to saake there Is that that's 

really not a measurement of the correlation or lack of correlation 

that exists between reserve and del i v e r a b i l i t y . For example, i f 

you just considered the red and blue area, about three-fourths of 

the area would correspond in respect to reserves and deliverability, 

I f you analyse the %f*rmm9nt between acreage and reserves on the 
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•iffillar type basis for any one quarter of the reserves, then three-

quarters of the reserves wouldn't f a l l in the satse quarter. 

4 How, would you plaase refer to Operator's Exhibit Ko. 2 

which contains a part of it as your original Exhibit Nc• IC with 

soae additional markings on it? 

k Well, the only comment I havo about the Operators• Sxhibil; 

No. 2 is that this just emphasizes the spreads and the data between 

the individual wells that I have already shown on Exhibit TTo. 10. 

I don't pretend that that spread doesn't exist. I f I had I would, 

certainly wouldn't have prepared Exhibit Nc. 10, I think it does 

tend to overemphasise that difference. For example, referring to 

group one reserves, the major 3ub group that so far is the differ

ence between reserves and deliverability is the number four which 

contains only two wells; similarly you go the group four reserves, 

the cajor difference between reserves and deliverability only con

tains four wells, so it perhaps overemphasises that, to my &ind, a 

little bit. 

w With regard to Operators* Exhibit Ko. 3» what comment do you 

have in connection with that? 

A Well, this Operators * Exhibit Ko. 3 purports to show that Uhere 

isn't any relationship or reasonable relationship, as I remember the 

expression, between reserves and deliverability, I would like to 

cosasent that the range on deliverability on the graphical scale is 

about half of that that is shown on the reserve scale which would 
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tend to visually distort or obscure any relationahip that doea 

exist* 

Of course, we know there is a relationahip that exlata area-

wise. Aa ahown by Exhibit 9 and on a general trend baala aa shown 

on Exhibit 10, It is a real correlation as exemplified by the 

deviation analyals that I previously teatified to* The other 

thing that I think warrants some eeiment ia that you can see that 

there is a large variation in reserves per acre, ninety-one fold 

actually, yet the one hundred percent acreage formula aaausiea 

there ia none. 

Q Do you conclude from that that the deliverability forusulaf 

despite lt*s, the fact that i t is not perfect, corces closer to 

recognising the reserves than the atraight acreage formula on the 

base of that exhibit? 

A Well, that is certainly true on the baaia of that exhibit, 

and a l l the studies I have done. 

Q With reference te Operators• Exhibits Mo. 4 and 5, just 

turn en over to 5. Have you ever, Mr. Keller, taken the position 

this hearing that the adoption of a deliverability factor in an 

allocation formula would serve as a cureall for over and under

production in lea County or anywhere else? 

A No, sir. I did express an opinion that the inclusion of 

deliverability factor should enable the purchaser to take more in 

proportion to the allowables than would one hundred percent aereago 
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formula. Of course, tha over and under ia alao a function of tha 

take practices of the purehaaer* 

Q How, referring to Operator'a Exhibit No. 6, you will note 

that there have been included on that exhibit, nuabera reflecting 

the actual number of wella en each aide of the aero line on exhi

bit, Operators' Exhibit 8©. 6. Would you atata whether or not in 

your judgment that exhibit when fully analysed aupporta your posi

tion with reference to thia natter? 

A Well, sir, my thought isn't in reapeot to any poaition on 

the thing. The thing that strikes m about thla exhibit is that ii 

obscures a relationahip that X think very definitely exlata* 

Supposedly thia exhibit ahcaia that there la a© relationahip betweei 

the deliverability of the wella and whether they ara over or under

produced* Well, ssy analysis @f that data aa suppleaented, cer

tainly shows that there is; for example, take the beat group of 

wella, there were nine overproduced and three underproduced, and 

there waa a net overproduction, aa I calculate, of approximately 

350,000,000 for the total of the twelve* 

Take the porous group of walla, tha number ten opposite waa 

true, nine of them were underproduced and one of thesi overproduced, 

The net underproduction waa cloaa to nine hundred Billion for the 

total for the group. 

How, in calculating for each group like that and plotting i t , 

I got a general trend which showed in general that the better wella 

i 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



45a 

tended to be overproduced and the poorer wella underproduced which 

ia naturally what you would expect, and ia what, aa I underatand i 

al l of the gas purchasers aay happens, 

Q Now, with regard to Operators* Exhibit So, 7, would you 

please refer to that? Bo you have any eoimoenta with regard to tha 

composite log? 

A Yes, sir, you will recall that in the fifty-eight well 

analysis the pay thiekneaa was one of the factors directly deter

mining the recoverable gaa in place and that there are only thirty, 

eight of the fifty-eight wella on which ga;:* ray neutron logs were 

used to estimate net pay, 

I want to point out briefly that you are limited where you 

Just have a game ray neutron curve In your ability to estimate pay 

and that ia illustrated, I think, on thia particular composite 

log. For example, at a depth of approximately 3530 feet aa best I 

could scale i t off, i t ia about aix feet of poroaity above ten 

percent considered pay by Mr. Leibrock. While in that aame intervi 

from 3520 to 40 on the gana ray neutron curve he haa interpreted, 1 

ahown by red, about 13 feet, In other words, there is some, a fals 

indication of net pay on the game ray neutron curve that la denied 

by the porosity curve, 

Q What brings that about generally? 

A Oh, well, generally lt»s simply this, that the game ray 

neutron curve measures first of a l l the radioactivity of the 

»» 
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formation, and aecond of a l l i t ip.eaeurea tha hydrogen eontant ef 

tha formation. Unfortunately shala has a high hydrogen content an< 

ao doea gaa pay, and often times sinee the type section is radio* 

activity, you may confuse ahale and gaa pay, and that'a illustrate* 

I think, well, there are aeveral poaaibilitlea there. Here i t ia 

right here at 3663, there la three or four feet indicated to be 

pay by the neutron game ray, but looking at the core analyais i t 

doesn't ahow up. 

Q Do these illustrate uncertainties surrounding the use of 

the gaca ray neutron curve to determine net pay thiokneaa, is that 

correct ? 

A That's correct. There's SOB* limitation aa to how accural 

ly you can estimate pay with that data. Of course other types of 

loga, any additional data improves your accuracy In thet respect. 

H Do you have any further cement on this exhibit? 

A I don't believe ao, no, air, 

Q How, refer to Operators' Exhibit Ho. 8, please. Will you 

state anything you might have to say with regard to Operators' 

Exhibit Ho. S? 

A Well, I don't know, I'm not sure I understand the intent 

of thia exhibit, but to se i t ia juet what haa been done is that 

three wells have been selected with pretty unifora pay thiokneaa 

pressure, et cetera,which would necessarily require that they have 

uniform recoverable gaa ln place for each well. And in auch caae 

.e-
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it would show for uniform conditions, a hundred percent acreage 

would be applicable bacauaa hundred percent acreage assumes that 

conditions are uniform. If you take examples that are uniform, 

well, you raore or less prove your case by your selection of data. 

How, I could take fifteen or twenty wells where the seventy-

five, twenty-five formula fits awfully nice, but I don't believe 

the selection of data like that means anything In respect to the 

applicability of an allocation fortmla. 

Q That uniformity that is indicated by the three wella or th 

tracts does not conform to your interpretation of the exlatent 

through the Jalmat Gas Pool? 

A No, ey studies indicate that the reserves per acre are 

about ninety-one fold on the extreme. 

Q Would you refer to Exhibit No. 9, please? This Is the ex

hibit I believe which you stated the conclualon reached waa differ 

ent, quite obviously, fro® the conclusion reached by you in a 

study of the field. What conaeent do you have in connection with 

Operator's Exhibit Ko. 9? 

A Well, I think m? explanation of the differences in the 

methods used to estimate the reserves per acre pretty well, as wel 

as the location and character of the fifty-eight well area aa 

previously discussed by r.e, pretty well explain the aneulta ahown 

on this exhibit. 

It is just a matter that when you choose an area which is 
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prttty uniform in the first place,and than you assume a lot of 

the factors used in calculating the reserve per acre are uniform, 

you arrive at a fairly uniform reeerve diatrlbution per acre in th 

area. In fact, i t was aomewhere between three and four and a half 

fold, well under that type of situation a hundred percent acreage 

factor would be more applicable becauae i t aaauctea uniformity, ao 

I think the selection of the area and the manner in which the 

data waa calculated dlctatee the reaulte ahown by thia exhibit, 

Q Now, Mr. Keller, you have had oceaaion to examine at least 

overnight these exhibits, and you were given an opportunity to 

atudy some of the logs used aa a baaia for thesu Iifould you state 

now for the Corasiasion what your conclusions are and whether or 

not your conclusions previously stated have been changed by virtue 

of the evidence and testimony offered by the operators? 

A Well, wy concluaiona in respect to the recommended allo

cation formula have not been changed, I am s t i l l of the ©pinion 

that the recommended seventy-five, twenty-five aUocation for&ula, 

although far fro» perfect, sore nearly serves to protect correla

tive righta than does the present hundred percent acreage formula. 

And I think i t ia the beat foruula I can deviae under the circum-

stances. 

MR. CAMPBELLi I believe that's a l l . 

MR. PORTER: Anyone have a question? 

MR. CAMPBELL: So you have anything else you want to state 

it 
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MR. PORTER: Mr. Malone. 

KR. MALONE: If i t please the Co&cission, I have a questioi 

or two. 

By MR. MALONE: 

Q I would like at the outset of cross examination, to request 

that we be given an opportunity to examine tha two core analyaea 

from the wells the witness testified to which we have net had 

acceaa to, and that we also be afforded an opportunity to examine 

the curves that were extrapolated on the 238 wells that are tha 

baais of the reserve figurea. I would like to obaerve at the out

set that I don't have any idea that by anything I aak you that you 

are going to back down from any position you have taken or that 

I can bring you and Mr. Leibrock into agreement, aa amoh aa I would 

like to. I only want to define the areas of dieagreentont and try 

to get theet as clearly set out as possible. */& I 

How did you define the nethod used by Mr. Leibrock in the com

putation of the recoverable gas in place in his fifty-eight wella? 

How did you refer to that, what process is that? 

A I referred to i t , I believe, the aaae as he did, as a 

volumetric calculation. 

Q As a volumetric calculation of gaa in place? 

A Recoverable gas in place. 

RE-CROSS EXAMINATION 
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Q What is the method thet yeu used for that purpose? 

A I obtained an estimate of that by obtaining the future 

recoveries of the individual wella on the baaia of an extrapolatioi 

tha pressure production data and dividing by the acreage assigned 

to the individual wells. That la a, really l t 9 a a graphical solu

tion of a material balance aolution. 

Q Xa that a material balance computation aa you understand 

that terra? A Tea, air. 

Q Would you tell us briefly the facto ra that are included 

In making a material balance computation? 

A In this particular computation, I think that I illuatrated 

those perely taking the slope of the pressure production curve and 

multiplying that by the remaining pressure down to the abandonment 

preasure. 

q Xs or is not it true that ir? naking a material balance 

calculation, one of the factors that you are required to take 

into consideration is the migration of gaa across the boundaries 

of the tract as to which the computation ia made? 

A Veil, the asauEption that ia implicit ia the calculation a 

I have conducted i t , ia that the volume of gaa being depleted 

free which the depletion ©ccura, remains conatant. 

Q Let ce be sure I understand you. Tou are aaeuming in your 

computation that there is no emigration of gas across lease lines 

during the period of tisie that production which you have put on yo 

t of 
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graph ia occurring? 

A No, I'm not assuming that. 

Q Well, I misunderstood you. Will you te l l KS what you did 

assume in that regard? 

A Wall, of course, the asaumptions are not made by ma, they 

are implicit in the equation, the material balance equation, the 

extrapolation of that straight line. I t simply eays that the volui 

of gas being depleted by that well or on which a pressure reductioi 

occurs as a result of production from that well regains constant. 

Where that volume of gas Is in respect to the lease lines ia not 

determinable fror such a calculation. 

Q So that i f the gas produced from a particular well on whici 

you made that computation included any gas that had migrated acres: 

lease lines, i t would tend to inflate the reserves which you would 

get, would i t not? 

A I don't agree that i t would tend to inflate above what? 

When you say inflate, that means increase above something. I um 

not sure of your reference. 

Q Above the recoverable gas in place under tha tract. 

A I don't know whether i t would be or not, the migration 

could be plus or minus. I t might deflate. 

Q Assuming a migration toward the well, i t would increase th 

reserves that would result fror your computation, would i t not? 

A Would you restate that, I'm not sure I understand that 

se 
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question. 

3 Assuming a migration of gas across tha laaaa lines to tha 

well on wnich you have extrapolated a curve, that migration would 

be reflected in your curve with the reault that you would ahow a 

larger reserve than the well in fact had i f you aeaumed aa a re

serve the recoverable gaa in place? 

A If the well is depleting an area larger than that aaeigned 

to i t and as a result migration occurs, the reserves calculated 

on the basis of the performance of the well would be larger than 

had that migration which we have assumed wasn't there, yea, air. 

Q So we are, I think, in complete agreement on that. The 

reserve calculation which you have aade would be inflated to the 

extent of any migration that occurred acroaa lease linea while the 

production was in process ? 

A Well, i t works both ways. 

Q Or deflated? A Or deflated. 

Q Exactly? 

A Tes, air. The performance of that well is governed by the 

area being depleted by that well. Now, whether or not that area 

conforms to the lease lines ia something that isn't determinable. 

* And froa the computation which you have made it'a injpoasib 

to say that the reserves that you have computed come froa within 

the lease lines assigned to the well which produced the gas, isn't 

it? 

Le 
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A Oh, certainly that's true for either Bathed of computation. 

Either one. But Bore so I think because of data Hesitations of 

the recoverable gas calculation fror. the volumetric calculations. 

Wow, Mr. Malone, I will certainly grant you that by sufficient 

data available, for example, let's assume we had a well drilled on 

every acre and we could measure the porosity and connate water and 

the pay thickneas on every acre in the tract, we could measure 

that accurately, then we could calculate a recoverable gas in 

place that would not include any Eigratleaal effect that would be 

a better nursber than the manner In which I have arrived at a resen 

estimate. 

There's no disagreement in ssy mind on that fror* a theoretical 

standpoint. The reason that that's not possible in this particulai 

situation, and the reason that la that th® recoverable gas in 

place doesn't, calculation doesn't evaluate any better, the gas 

that's recoverable underneath that proper Is because of the data 

limitations. 

Q Tou have said that the method used by Mr. Leibrock would bi 

a better method of computing the recoverable gas in place i f ade

quate information on the area was available? 

A No, I haven't said that. I have said that from a theoretic 

standpoint, if the data were available you could calculate the 

recoverable gas tn place without the r.igrational effects in i t . 

•4 And since th© New Mexico statutes 3ays that correlative 
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rights are based on the recoverable gas in place under the tract, 

i t would bo closer to the New Mexico statute than your aethod. If 

adequate material is available, wouldn't it? 

A Ho, it would not, 

Q For what reason? 

A {Interrupting) Well, for the — 

H (Interrupting) We're assuming that adequate material ia 

available. 

A Siraply that there are so many assumptions involved in that 

calculation that I think the sethod that I have used gives a close 

estimate of the recoverable gaa in place for the various well tracts 

than does the volumetric method. 

4 But you have adssitted that your method includes any gas 

that may have migrated across the lease line, have you not? 

A That effect ia in there, yes, sir. That is not an ad

mission, that is a statement of fact. 

Q If adequate information is available to make a study of thk 

type that Mr. Leibrock used, let's say i f complete information werji 

available to sake a study of that type i t would be a more accurate 

study aa to recoverable gas in place than your study, would i t not|? 

A Well, i t deper.de on how complete It was relative — 

4 I didn't say how complete. 

A ftell, how complete? 

Q I don't understand tuat there are degrees of completeness. 
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Assurre ar. ideal though an impossible situation, in other words, 

a situation that is so idsal i t ia iispoasibla to actually obtain i l 

Assume, for instance,that every location in the pool waa drilled 

and every well had been cored, 

A Tou ©ear? on 160 acres? 

4 Tes, Would you consider that would ba sufficient informa

tion to justify the type study made by Mr, Leibrock? 

A I think i t would certainly i f that much Information waa 

available, i t would certainly furnish more justification than exist 

but I don't think necessarily that that degree of completeness 

would furnish a better answer to the recoverable gas In place dis

tribution throughout the Jalmat Field, no, s i r , 

4 For what reason? 

A Because of the assumptions that are inherent with the 

volumetric nethod. For example, you have a well on 160 acres, the 

assumption is that you can define exactly the pay thickness,the 

porosity, the connate water saturation, the permeability, that 

exist under every acre of that 160 acres on the basis of one point 

in a 160 acres. That's just a fundamental Hesitation to the aetho< 

I t s e l f , and the data situation. 

4 Tou, yourself, as an engineer, have used and do uae that 

systen frequently, do you not? 

A As a last resort. I i*ean that is the least desireable set 

of estimating reserves. I t is the one that is subject, in uy ©pin 

a, 
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generally to the moat possible error, 

i Ke-', are you referring to tho estimation of reserves In a 

pool as a whole or under an individual tract? 

k I aw referring to the problem at hand. The determination 

of the variation ir. the reservea per acre or the recoverable gas l|n 

place froi; place to place ir the field, I aia not referring to tha 

determination for the reserves for a field or a largo lease as a 

whole, 

Q It is your opinion that the volutietric calculation is the 

least desireable system to be used for that purpose? 

A For the purpose at hand, yes, sir. 

Q Tes. 

A Of the two, there are only two available, that is certainljr 

the least desireable and that was my testimony. 

Q Well, I think we have got that difference of opinion 

delineated. How, it coats quite a bit of money to core a well, 

doesn't it? A Tes, air. 

Q Fifteen or twenty thousand dollars to take a cere on a well 

in this Jalmat Pool would not be an unreasonable estimate, would 1;? 

A No, sir. 

Q So that the coring of wells Is an unusual rather than a 

usual procedure in the developing of a field of thla type? 

A Mo, to the contrary, the coring is <a very general practice, 

Q Would you be able to estimate the percentage of wells 
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in this pool that were cored? 

A In this particular field, frcr ty knowledge, a very sir a l l 

perceitage was cored. 

Q In your experience in other southeastern f»ew Mexico gas 

pools, could you say what the normal percentage of coring would bel 

A f?o, sir. 

0 It is true that ir waking a volumetric calculation you 

take the core data that Is available, the electrical and radio

activity logs and through the Peking of cross sectlona determine 

whether or not a sufficient correlation exists to justify the 

raking of the study. That's the way an engineer, as I have been tc 

approaches that problem, is that substantially correct? 

A That is one method. 

Q Is that the trethod that you would have used in approaching 

a pool to determine whether or not you had sufficient Information 

to rrake this type study? 

A Well, i t just depends, Mr, Malone. Every problem Is a l i t t 

bit different and you have to design the methods of analysis based 

cn thet situation. 

Q Tou have fade that type ef analysis in making a study of 

this type yourself, have you not? 

A Yeu rear where I have tried to define the recoverable gas 

in place under tracts assigned individual wells? 

4 I ma&n in taking a volumetric calculation to deter&ine 

Id, 
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whether or not the iiiforsiatioii that you have available ia aufficier 

to Juatify a not pay determination you taka tha coraa that are 

available, correlate thaw with the electrical logs and radioactivit 

logs that are available, construct a cross section and try to deter 

mine then whether the uniformities are sufficient to permit you to 

draw sound conclusions. 

A Well, there is nothing unreasonable about that procedure. 

That could certainly well be used in trying to evaluate reserves. 

I wouldn't try to use i t in thia situation, no, sir. 

Q Tou have aald that you prefer the extrapolation of a curve, 

A I t ia not a matter of preference, i t la a matter of what 

usethod will yield a reliable anawer. 

Q Is the question of whether or not the core data which you 

have available and the logo which you have available to atudy a 

particular area, are or are not sufficient to make a volumetric 

atudy, one that an engineer has to determine on the basis of hia 

own knowledge and experience? In other words, is i t a professions: 

determination that he makes aa a scientist? There is no rule book 

that says this Information is enough and that one Isn't enough, 

is there? 

A Ro, sir , It certainly is a probleit that demands the use of 

discretion and judgment and experience and se forth. 

Q And so when that determination is aade by an engineer, 

it is Bade on the basis of all ef these factors, ian't it? 
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A Determination of what? 

Q Tha determination that there ia sufficient data available 

to make a volumetric calculation. 

A. Well, I think that's right, yes. 

Q It's up to the evaluator to decide whether his data ia 

sufficient to give hia the answers that he wants and i t is an 

area in which there is a room for a difference of professional 

opinion just as we have encountered here, is i t not? 

A Oh, certainly, but let me say this, that it's my opinion 

that an opinion in that respect, any opinion ia no better than the 

data analysis back of the opinion. 

Q Tou are not in a poaltlon to cocas ant on the data analysis 

back of the opinion testified to by Mr. leibrock without an oppor

tunity to study a l l of the logs and cores that he had available, 

are you? 

A Tes, sir , on the baaia of ay underatanding of hia teatiiaony 

I am and have done so. 

y And you feel that you are in as good a position to express 

a professional opinion as to the adequacy of Mr. Leibrock*a infor

mation as were he and the other engineers who reached a conclueion 

contrary to yours? 

A Tes, sir, if I understood his testimony correctly aa to the 

data available to raake thia determination of recoverable gas in 

place, I feel that I have enough information to forts an opinion, 
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and I have formed aueh an opinion. 

Q That likewise ia an area in which profeaaional opinions 

can differ, ia i t not? A Tea, sir. 

Q How, let's point out a l i t t l e wore clearly the location, 

please, of the wells on which core data was available up there. 

Would you please, since I can't get out of here, take a pointer and 

outline for the Commission the outlines of the fifty-eight well 

area? Would you just run the pointer arourd that fifty-eight 

well area, please? A (Indicates) 

4 Would you point out the location of the five wells, 

starting with the well that's to the southeast of the area? 

A {Witness complies) 

w Then, moving to the well to the northwest of the area. 

A (Witness complies) 

Q Then moving to the well to the southwest of the area. 

A There isn't any southwest, one west. 

Q To the west of the area. Then will you move to tne next 

well that is shown? A {Witness complies) 

Q Indicate the well which is within the fifty-eight well area 

A It is right on the extreme north end of the area. 

Q It is true then that the cores that were taken generally 

came from what we right call the periphery of the area as to which 

we were making a cress section, is i t not? 

A Ho, sir, just on two sides of the periphery. 
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Q Just on two sides? A Tes,sir* 

Q Where are the ether three? 

A Well, there's none en the north side, there's none on the 

south and west side, there's one on the southeast and then there'a 

three on the northwest and one in the area. 

Q Thank you very such. Would you return to th© witness chaii 

Do I understand your testimony to be that in your opinion a game n 

neutron log is not an adequate or sound basis for making a net pay 

atudy in conjunction with core information? 

A I don't believe I stated it in those terms, Mr. Malone. 

Q Tou do use then yourself, do you not, for making a study 

of that kind? 

A I have used the» in evaluating net pay and porosity, yes, 

sir, in conjunction with a l l the other data that waa pertinent in 

that regard, but not to diatinguleh between the reserve per acre 

as between individual wells where I didn't have a large number of 

wells cored. 

4 You do use the® in making a volumetric calculation, though 

of recoverable gas in place? 

A Oh, yes, air. Mr. I-ialone, I would like to explain that I*i 

not saying that a volumetric estimate just has no place in engin

eering. I'm certainly not saying that it's ofter used and is very 

applicable in estimating reserves, especially for a large area, se< 

I right illustrate that by this comparison. Although there is a 
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large, a fairly large difference in the reserves par acre ae be

tween the individual tracts in the fifty-eight well area aa betweei 

your witness's calculations and mine, in other words I think the 

variation vas somewhere around three o~ four percent for the volu

metric calculation* 

« Three or four fcld? 

A Excuse me, three or four fold. I get from u;y basis of mf 

data in there a variation of about, is it twelve fold or three or 

four tirres as much. 

Q That's ln the fifty-eight well area? 

A Yes, air. Yes, sir. Yet when we get the averages of the 

two methods, they're within about fifteen percent of each other foj 

the area as a whole, see, which just shows that the two methods 

for evaluating the total reserves for the total fifty-eight well aa 

are within fifteen percent of each other, which is within the 

accuracy of either method. 

Q Pardon ste. 

k But there is a large difference in the distribution of thoi 

reserves by the two methods,and it is Just cy opinicr., based for 

the reasons that I have already discussed, that the volumetric met! 

is inadequate to differentiate as to the distributior of those 

reserves and that the wethod that I have used does a such more 

reliable job of that. ^JlJ-^^ 

Q In spite of the faet that i t does reflect over and under 
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production in tho life of tho well, or put i t this way, dots re

flect drainage either from or to tha wall for which the reeerve ia 

computed? 

A It doesn't reflect drainage. It reflects the reost probabl« 

recoveries of gas that will he obtained froi» the individual wella. 

If there is drainage taking place, whatever drainage there la Is 

included in thet estimate. 

Q The estimate assuaes that that saae drainage will continue 

for the life of the well? A Well, i t varies. 

Q It does assume that l t will continue for the life of the 

well, does i t not? 

MR. CAMPBELL: He is attempting to anawer the queatlon. 

A I t assumes that the sane degree of drainage will continue 

to exist or that the same area or volusse of gas will continue to 

be depleted by that well i f the migration towards that well increaa 

in the future, then the curve should flatten in the future. I f 

i t decreases, then the curve aheuld assure a sharper slope, yea, 

sir, that is correct. 

MR. J4AL0MS: Thank you very much. < ^ 

KR. POUTER; Does anyone else have a question of the wltnes 

The witness pay be excused, 

(Witness excused.) 

MR. CAMPBELL? I would like to have the record show that I 

offered Applicant's Exhibit Wo. 14 in evidence. I believe that is 

BS 
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a l l tha additional ores, 

KR. PORTER! Any objection to the adraiseion of Texaa 

Pacific's Exhibit Ho. 14"? I t will be admitted. Anyone else have 

any testimony in the case? 

MR. MALONE: I f I t nlease ths Corr.iasion, i f we could have 

a short recess for us to see about the 22 f extrapolated curves. 

We wi l l be back and put Mr. Leibrock on for just a few questions on 

that question cr rest without any additional testimony. I think 

five minutes will be adequate. 

KR. PORTER: We'll take a short recess. 

(Recess.} 

KR, PORTER: The testing wil l cowe to order. We will 

recognise Kr. Malone. 

KR. KALOKE: We have nothing further, I f the CoGabission 

please, and rest. 

MR. PORTER: I believe we asked previously i f there was 

any further testimony. Does anyone have a statement at thia time? 

m . PAT acCAR?I-flr: Pat McCarthy, Parisian Basin. I t seems 

to us that this caso resolves Itself about one issue, namely 

whether deliverability should be astabliahed aa a factor In the 

proration formula. As I think most people in this root ara fully 

aware, Permian is in favor of deliverability. I would like to 

refer the Coirrr.lssicr to Persian's testimony in Case 5*2 heard on 

October 26, 1953 and to the transcript of proceedings in that case, 
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pages 73 to S3. Persian at that ties, through witness Fowley, 

recommended a proration formula of deliverability times acreage. Al

though Persian recommended one hundred percent deliverability tioes 

acreage while Keller has reconaendod seventy-five percent delivera

bility tires acreage with the rerualr ir3 twenty-five percent being 

based on straight acreage, wa believe !!r. -Cellar's recoBKenda-

tions in this regard would te an ir-.provea.ent over the one hundred 

percent straight acreage formula now being used by the CoEsciasion, itnd 

we believe i t will tend to place the allowables acre nearly where 

the reserves are. 

We, therefore, urge the Corcniaaion to grant the application 

Insofar as i t relates to deliverability. Thank you. 

KR. PORTER: Anyone else have a staterent? Kr. Johnston. 

HR. JOHNSTON: Paul Johnston, Oackel Oil Company. I would 

like to state that we have arrived at our position on this matter 

based on the analysis of all of the evidence that has been presentee 

ay both parties. I would also like to coaaaend the El Paso Natural 

Sas Company for the exceptional job they have done in the past. 

I think under the circumstances they have done a very good job. 

I find r-o quarrel with the n.annar in which they have conducted 

their business although thara ara apparent exceptions. I would 

agree, as an engineer, that there are weaknesses 1n any approach to 

the probler: of determining the reserves in ary field. Admittedly 

there are a lot of wells or there are some wells that are under-

D E A R N L E Y - M E I E R & A S S O C I A T E S 
I N C O R P O R A T E D 

G E N E R A L L A W R E P O R T E R S 
A L B U Q U E R Q U E . N E W M E X I C O 

3 - 6 6 9 1 5 - 9 5 4 6 



479 

produced. 

Mow, i f that ia caused by a condition that is not mechanical, 

then that particular unit that Is underproduced will in ail probabil* 

ity rer.air underproduced for tha remainder of th© life of that unip 

Mow, then, it would rot, in our opinion, protect correlative 

rights though i f on the one hand we used the formula as presented 

by Kr. Keller wherein if a well had produced approximately, or a 

unit Had produced approximately one-half of the reserves, i t follows 

that the pressure would be approximately one-half of what it was in 

the beginning. Although there might remain considerable anount of 

reserves and it night also be possible for that unit to meet the 

contract specifications and s t i l l continue to produce an equal 

amount of gas to determine units for a considerable period of time, 

If we used that formula in an instance of that kind, then we 

would penalize that well. One way of looking at it would be just 

because i t had produced half its reserve. Those wells that are be

hind on production now if i t ia not due to mechanical conditions 

as I nave stated,then i t probably never will reach a balanced posi

tion, and i f there is a balancing of production within tne pool, 

then in the long run each one of those units will have produced the 

amount of gas that we can get from that unit ar.d e t i l l protect 

correlative rights by allowing each operator to produce his well nô  

and at the sasse time. 

The application of eithor formula to a well is not going to 
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charge the amount of gas that's in place thera now. I do feel, 

however, that It is necessary that the Commission tnforce tht 

present rules and regulations in order to protect correlative right 

ar.d also In so doing would bring about a balancing of our Jalmat 

Gas Pool insofar as proper allowables are concerned, and each well 

mist ba properly classified. Without elaborating further, we oppoi 

the application of Texas Facific Coal ar.d CI1 Company at this time. 

2!T>. POSTER: Mr. Malone. 

Pit• KALOHE: I f i t please the Coimiasion, I think inasmuch 

as Texas Pacific is the Applicant here they are entitled to close, 

and I would like to make a very brief eumsary stateesent insofar aa 

the case of the operators is concerned. The Cosaiiealon has certaii 

l y been patient with us in a very long case and one that resolved 

into three sittings. I don't presume to think that anything I can 

say is going to make any major contribution, 

I would like to point out about three things which have 

developed which seem to rae to be of some consequence in thia hear: 

First, the situation with which re are faced, or tne Coraaiasion is 

faced, is the fact that the acreage formula has been in existence 

in the Jalmat ard other Southeastern Sew Mexico Fools during the 

entire period that we have had proration in those pools. Th® 

Jalmat Pool, which we are dealing with hare, is as the testimony 

shows, from* thirty-five to forty percent depleted. Investments, 

royalty purchases and well Investments have been made on the basis 
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of the acreage formula which is in existence* 

I think that in view of the fact that this Coinriaaion long a 

resolved the question of potential irt oil wells against the po

tential and in favor of a straight acreage basis, gave those peopl 

who assur.ed that acreage was going to continue lathe gas fields 

of Southeastern Hew Mexico a right to assume that at least unless 

some very compelling reason arose, that the acreage formula which 

had been In operation v.'ould be continued. In a great ©any respect! 

that question that the Conraission decided that they are going to 

allocate oil on the basis of a A&acre or 80 acre proration unit, 

giving no consideration to how much that well might produce on 

potential test, is involved the ease determinations that the Com-

mission is faced with here,and our entire Industry has been devel

oped in ??ew Mexico on ar acreage basis as far as oil is concerned. 

This pool has been developed during its prorated life on an acreagi 

basis. 

We are now faced with an application by a single operator in 

that pool who wishes to change to incorporate a deliverability fori 

la into that proration system. An operator proposing that to the 

Commission, it would seem to se, assumes a very heavy burden in 

view of the fact that the Commission has fought this battle out 

first on oil and arrived at acreage, fought this aaice battle out 

on gas when we adopted the original Southeastern Wow Mexico rules 

and decided on acreage against the sam»© arguments that have been 
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presented here, ard against the same formula that haa been pre-

eented here, sc that I think that the Applicant carried a very 

heavy burden of proof lr asking the Commission that a change which 

would have such a radical effect cr the operators as shown by cur 

exhibit should be rede at this time. 

Now, we had a complete difference of opinion between two 

engineers on what the relative reserves, or the recoverable gas in 

place, of these tracts was. I think we finally delineated the 

reason for their difference of opinion. It was which way do you 

go to compute reserves.! Ve finally got Into the record the fact 

that i f a well had been drained surrounding operators during the 

course of the life when Its production curve was plotted, that its 

reserves were going to reflect that and hence a deliverability 

formula would tend to merely perpetuate that drairage in the life 

of that well to the destruction of the correlative rights of the 

acreage around i t . fWe feel that the approach taken by Mr. Leibrock 
ir----., 

was the ocly engineeringly proper approach to the problem under 

the circumstances. I'm. sure that Texas Pacific feels the sane wâ  

about Mr. Keller*s approach.] 

I think we have demonstrated that there is rooR for a differ

ence of professional opinion on the question. But Texas Pacific 

is carrying the burden of proof and as far as I can see fro» the 

testimony here, at the very wost there is an equal division of 

professional opinion, so that In that case the party carrying the 
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burden of proof trust necessarily f a l l . I t perhaps is not sur

prising that al l of the pipeline co&paries who are represented her< 

have supported the introduction of deliverability, because as Mr. 

Woodruff readily agreed, if we just didn't have any proration, the 

pipeline ccnpary's life would be a lot easier. Deliverability is 

the nearest thing to no proration without getting to proration, 

because it Is letting the wells produce as they will produce. 

It isn't surprising that they, having to c;eet problems of 

rarket derard, would want to take the gas where they can get it 

easiest and quickest. Neither is i t surprising that the operators 

whose correlative rights are affected definitely by the formula 

feel that the formula that gives the greatest poaeible protection 

and greatest stability should be retained. 

We respectfully ask the Commission there be no change in the 

acreage formula. 

MR. PORTEIj Mr. Walker. 

MR. WALKER j Don Walker, Sulf Oil Corporation. We are, 

of course, one of the operators in the Jalvat Pool and we feel 

that the Applicant haa failed to ahow that gas prorationing is 

unnecessary in this pool, nor has he shown that the allocation 

formula including deliverability will wore nearly protect correla

tive rights than tht present one hundred percent allocation, acreage 

allocation formula. V.'e urge the Comission to continue the present 

allocation foruula in the Jalmat Gas Pool. 
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KR. HINKLE; I would like to make a stater; ert or. behalf 

of ITurble. Under cur conservation statutes it is the duty of the 

Oil Conservator C omission to prorate the production of gas fro?n 

any field or pool where the capacity of the pool to produce exceedi i 

the market demand. In carrying out proration the Coasniaeion nuat 

alao inaofar aa poaaible prevent waste and protect correlative 

rights by setting allowables up to prevent discrimination between 

pools and wella within the pool ao that each owner inaofar aa 

practicable will have an equal opportunity to produce hia equitable 

and fair share of the recoverable reserves in place. 

The Uncontradicted evidence in thle case shove thet the wella 

in the Jaliaat Pool have the capacity to produce in exeeaa of the 

market demand, and therefore, we eubnlt that the primary requests 

of the Texas Pacific Coal and Oil Company's application must be 

denied. 

With respect to the request of the Texas and Pacific, that 

deliverability be eatabliehed as a factor in the allocation of gaa, 

Hubble would like to urge the Commission to retain the preeent 

field rules for the Jalnat Pool because of the following reasons: 

First, the existing rules incorporate deliverability in that mar

ginal wells are allowed to produce all the gas that they are 

capable of delivering. 

Second, the evidence in the case clearly shows that the allo

cation of gas under ths present rules will more nearly permit each 
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operator to produce its fair share of the recoverable gas in place 

than would tha deliverability formula proposed by Texas Pacific. 

Third, the present rules will tend to prevent less migration 

between proration units and will thus better protect correlative 

rights than would the proposed allocation forvula incorporating 

deliverability as a factor. 

Fourth, that deliverability can be etrongly influenced by 

manmade factora which would tend to prooote economic waate due to 

the fact that the ultimate recovery of gaa from the pool will not 

be materially increased. 

Fifth, deliverability aa a factor in the allocation formula 

was thoroughly considered by the Conanission at the tine proration 

was instituted. I t was rejected then and we urge it be rejected 

now because the present rules have not been given a fair trial in 

that they have not been enforced. 

Humble recommends that the preeent rulea, including the bal

ancing and well reclassification provisions, be a t r i c t l y enforced 

and that no change be considered by the Commission u n t i l after the 

rules have been enforced for a reasonable period of time. I t has 

beer conclusively demonstrated that there Is need for revision. 

Kimble would further like to go on record as being opposed to tem

porary orders granting exceptions to the* rules for the purpose of 

effecting periodic adjustments such as the order issued in connec

tion v.ith Case Mo. 1352. 
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*4E. jp&iT&l; Kr. Kellahin. 

KR. KELLAHr?: Jason Kellahin, representing Phillips Pet

roleum Ccr.pary. In the original hearing in this case Phillips 

Petroleur Cowpany advocated acreage aa being the beat means for 

quickly instituting prorationing in the Jalmat Pool with the sug

gestion at that time that i f the Commieeion in the future saw the 

need for i t they could take a look at the eituatlon and aee how 

i t was working. 

Aa has been pointed out a number of times here, the present 

rules have not yet been fully given a fair teat alnee there haa 

been no balancing period in this pool. On the basis ©f the informi 

tion which ia now available, and I»a\ sure practically a l l the infoi 

mation available has been presented In this case, we can see no 

reaaon for changing the rules certainly at this time. 

rfe would like to point out in that connection that approximati 

twenty percent of the deliverability teats have not yet been re

ceived by the Commiaeion, and certainly until that information ia 

in we do not feel the Commission should contemplate any ehange in 

the formula In the Jalmat Pool. For that reason we oppose the 

application of Texas ar.d Pacific Coal and Oil Company in this case. 

Now, I would like to cake this further stater.ert in behalf of 

.Samedan Oil Corporation. As the Co&ruission will recall, a situa

tion involving Sacedan, i t helped to institute prorationing in 

Southeastern hew Mexioo, i t has been suggested in connection with 
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this case that due to the fact that Sl Paso natural Gaa Company 

is connected to fror* eifht to eighty-five percent of the wells in 

the Jalret Pool and has a gas purchase contract with Permian Basin 

which should and probably will help relieve the situation to some 

extent, that there is no need for prorationing in the Jalmat Pool, 

and that Is the prime part of the Texaa Pacific application. 

However, if the CoraclesIon will recall, In the original hearii 

in thia case the manner of production, not necesaarlly by the pipe 

line alone, but by their use of gas from the gaa well, reeulted in 

an unequitable situation which affected Samedan and that informatl< 

was fully presented to the Commission in the original case in the 

Jalmat Pool. 

Under the statute, as Mr. Hinkle pointed out, the Commission 

is bound to prorate gas where the capacity of the pool exceeds the 

market demand, and for that reason Samedan certainly opposes any 

termination of gas prorationing in the Jalmat Pool. Further, 

Samedan sees no need, on the basis of the evidence presented here, 

for changing the present allocation formula and opposee the appli

cation. 

m, P01TER: Mr. Slrple. 

FfR. DIPPLE • Harry Dipple for Continental Oil Company. 

Continental concurs in the review and recorrendatlons made by Mr. 

Kalone and those that have followed hir in opposition, to the appli

cation, I would like to sention just one additional thing in 
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addition to those that others preceding r.a in statements hare al

ready portioned. T thir!-: at least tc re it was something that 

3*ered rather significant and ran through a l l of this hearing, and 

that is that Applicant's testimony dealt with reserves which we pu 

in quotes on our exhibits, and I would like to call the Commission 

attention that Applicant's witneaa never teatifled and offered 

exhibits on the basis of recoverable gas in place. 

He had a special definition, whether he ever reported i t to 

the Commission or not, for reserves, he had a manner of arriving a 

reserves, and i t certainly bares a faint resemblance only to 

recoverable gas In place, and i f there is any question in the Com

mission's mind about that, I would merely remind you of his anaweri 

to the last couple of questions on croaa examination by Mr. Malone 

The only other thing I would like to say is somewhat personal 

to Continental Oil Company and perhaps to me as an individual. I 

want to thank the Commission for having granted the continuance. 

It fell ruy lot to speak up originally and ask for the continuance. 

I think there was good reason for the Commission being reluctant ii 

granting I t . It was granted, and I think the exhibits and the 

testimony that we have brought today has vindicated us in our 

request and we believe that tho evidence, the exhibits will not on 

serve to perait the Commission to arrive at a proper conclusion 

in this case, but I believe i t will ba of assistance materially in 

administering your proration duty in the stata with respect tc 
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other gas pools. 

I want tho record to show that ve do appreciate that. In 

conclusion Continental opposes the application in i t s entirety and 

joins in ths recorrendation that the pressnt rules be s t r i c t l y 

enforced. 

MR. PORTERt Mr. Wade. 

MR. WADS: H. N. Wade with the Texas Company. Texas 

Company believes that the evidence presented in thla caae without 

doubt should indicate to the Coaalaalon that prorationing should 

continue in the Jalmat Field. Texas Company concurs with the 

recommendation of protestants that the one hundred percent acreage 

be retained aa the basis for prorationing of gas production from 

the Jalmat Pool. 

I t seems evident that the protestants in this case have 

quite adequately shown the Commiasion that the one hundred percent 

acreage allocation Is the best available under the circumstances 

which exist in the pool. One of the major considerations before 

the Commission is the disruption of equities across leaae lines 

which have been established over a considerable period of time 

which would undoubtedly occur l f the present proration formula was 

eliminated. 

Tt is our belief that the presert production problems in. the 

pool can be handled under the framework and rules of the Corriseioi 

originally adopted by the Cor mission. The Texas Company recorxendi 
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that the rules ard regulations adopted fcr tha Jalmat Pool be 

continued ir offset wi.thc.it charts ard that the applicatior by 

•"•exas Pacific he denied. 

MR. PORTER: Mr. Houston. 

MR. HOUSTON: R. L. Houston for Shell Oil Company. Shell 

has only four wells in the Jalmat Pool and probably wouldn *t be hei 

but for the fact we see locoing in the background applications in 

the other Southeastern New Mexico gas pools similar to thia i f the 

application for Texas and Pacific for placing of deliverability 

factor in the formula is granted. 

We have no particular objection to most of Texas and Pacific»i 

requests, certainly we think that the present rules should be en

forced and that this long unbalanced situation should not continue, 

that the Commission should begin to have its balancing periods, 

but we object most strongly to the placing of the deliverability 

factor in the proration forwula in the Jalmat Pool. We think that 

the unbalanced situation that has been pointed out by Texas and 

Pacific would be alleviated considerably by the putting into 

effect of the present rules and consistently enforcing them, and 

we furthermore think that the placing of deliverability factor in 

the forwula would rot prevent an unbalanced situation in the futurt 

as shown by the several srraphs introduced showing that there are 

unbalanced sit^at5ons in the Hells where there are deliverability 

factors in the ferrule. 
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t.+a ai^r v i S r l tcpoint out that ?atter of considerable irtereat 

to a l l cf the operator's i ~ the field, that if yeu put die liver ability 

factor !*• there, why as Mr. teller testified on cross examination, 

the deliverability of wells can be Improved by stimulation methods , 

and with the result will have a series of workovers by the operators 

which has been testified would cost from five to ten thousand 

dollars each, and spread over the number of wella that are under

produced would run somewhere in the neighborhood of two million 

dollars. 

The natural expectation la that after everybody had boosted 

his well we would be in the, back in the same relative position 

we are now. So there would be no gain for the operators for that, 

there might be some gain for the acidising companies and fracting 

company, but as far as the operators in the field are concerned, 

their correlative rights, there would be no change. For these ra, isons 

and because i t is unfair and unwise to change rules at this late 

date, why we oppose the placing of a deliverability factor in ths 

formula. 

HR. PORTER: Mr. Tomlinaon. 

MR. TOfr'LTNSOIf: B i l l Tomlineori, speaking for Atlantic. 

Atlantic Is opposed to the application of Texas and Pacific in a l l 

Its aspects, including the proposed chanr.e fror the present 100$ 

acreage allocateo- fomtla to ore of 75^ acreage tiires deliverabil

ity plus 25** acreage. Fror;. our study of the Jali;.at Foci and of tho 
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detrimental to correlative rights. «»e think that above a l l tha 

Ccr.r. ission should strive to obtain r.axiiuuD protection Tor correla

tive rights In reachirr a decision on this case. 

MR. PORTEI!: Mr. Howell. 

KR. HOWELL: Ben rifowell, representing Sl Paso Natural 

Gas Company. I wish to say that the prime concern of E l Paso 

Natural Gas Company in this hearing and in the isaues which have 

been raised, and 1 think thoroughly explored, i s the desire to be 

able to continue tc purchase from operators in the Lea County area 

and particularly the Jal&at Pool, the quantities of gas required 

fcr cur market. 

I think that the evidence has shown that in the operation of 

the rules up to this date, that a starket which existed for Lea 

County gas and for J&lsaat gas was not served by reaaon of the im

position of proration rules aa they have been operating in the f ielld 

The argument is made that the acreage formula i s more nearly in linji 

with the reserve recoverable gas reserves in place. There has 

beer: much engineering testimony pro and con. I t seems to i?;e to be 

undisputed that i t is admitted that the gas, recoverable gas re

serves in. place under the Jalr-at Field are xiot equal throughout tha£ 

field SLi.a that there does rev; exist substantial discrepancies. 

I suggest that the i*«»re fact of toe large voiu&es of gas which 

are subject to cancellation &iid which we aope the Commission will 
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cancel on January 1 and which wa hope will ba cancelled at eix-

montha interrala in time to come and red la tribute to the overprodu< 

wells does ahow that wella are given allowables which they cannot 

produce, and to that extent i t le an unrealistic allocation of 

the allowablea. 

The difficulty from the standpoint of marketing and the basil 

of our fear in not being able to purchase and market the gas that 

we want from the Jalmat and other Lea County fields, le the fact 

that the correction cornea about a year too late to take care of 

the market that may exist in the previous year. 

Now, from the standpoint of the operator who ia going to have 

underproduction cancelled at the end of the year, that operator 

would be in as equally as good position i f he were never given an 

allowable for that well which was ar impossible allowable to make. 

What we are doing in going around cancelling a year late r.ight be 

said of using a round comb or. your hair ard Just going around and 

round, we come around at the same place at the end as i f we had 

put a deliverability factor into an allocation formula. 

I do not care to elaborate at more detail, but El Paso has con 

slstently had fear that the market derard carrot be rade, i t cannot 

be met with continued applicatior of a straight acreage formula, 

ard therefore supports that portion of Texas Pacific's application. 

We do not support the portion of Texas Pacific's application aak-

ir.fr, for the termination of proration in the Jain at Field, ^or the 

'ed 
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establienment of any maximum overproduction in excess of that whic* 

the rule now establiehed. We do aupport their application inaofar 

as i t asks for cancellation of underproduction and redistribution, 

and we do support their application in the request that a deliver at 

ity factor be included aa a realisation of what le taking place anc 

will take place with regard to the wella which are incapable of pri 

dueing a fair share of the market for that field. 

MR. STEWARTi R. H. Stewart with Standard Oil Company of 

Texas. Standard opposes the application of Texas and Pacific and 

recommends that the Commission continue the present hundred per

cent acreage formula. 

MR. BUTTON: Granville Ihitton, Sun Oil Corpany, Dallas. 

If it please the Coiwsisaion, I would like to read the statement of 

3un OH Company in this case. 3un Oil Company both as an operator 

in the Jalnat "as Pool and as a ratter of principle, Is unalterably 

opposed to the termination cf gas prorationing in tne Jalrat Pool. 

Sun's position is that properly constituted and administered pro

ration rules should be fostered as conservation treasures. Equally 

important, such rules create a condition in which each mineral 

interest owner is given, an opportunity to recover his fair share 

of the hydrocarbons under his land or the equivalent thereof. 

The attainment of these regulatory goals Involves public 

policies which are not amenable to control by private contracts. 

In addition It miprht be noted that under the stabilised 

i l -
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condition* realised under well admiriatered proration rulaa in tha 

State of Hew Mexico, the number of wella drilled in Hew Mexico has 

increased frois 677 in 1950 to over 2,000 during the first eleven 

months of this year. With respect to the alternative requests of 

the Applicant, Sun Oil would like to make the following comments: 

With reference to the request to redistribute underproduction to 

overproduced wells, the evidence adduced in thia caae doea not 

clearly indicate that such underproduction haa reaulted from the 

inability of the wells to produce their average allowable. 

On the other hand the rules promulgated by Order R-520 contain 

express provisions for moving marginal well production from the 

total allowable prior to distributing the remaining allowable among 

the non-marginal wells. Therefore, under the rules, such under

production would not be a result of lack of average producing 

capacity. To redistribute such underproduction to overproduced 

wells would seem to constitute the taking of one man'a property 

and giving i t to another. 

However, i t is realised that gas prorationing ia in ita in

fancy and that the practicalities and complexities of gas produc

tion probably prohibit the attainment of an ideal proration system 

as of this date. 

Therefore, if Rule 10-R-520 and Rule 586 of Order H-967 is Int 

preted to require such redistribution on balancing date, Sun Gil Co 

pany has no present oblection providing the redistribution ia made 

•r-
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the dates apscifisd in Order R-336. On the other hand, Sun would 

object i f this rediatribution proviaion ahould be continuously uasc 

in ths future to permit certain walla connected to one particular 

pipeline to receive the allowables of wells connected to another 

pipeline* 

With reference to the Applicant*a request to eatabllah de

liverability aa a factor in the proration formula* i t is Sun'a poei 

tion that the deliverability of the gaa well, as the potential of 

an oil well, is not an indication of recoverable gas in place* Tc 

relate recoverable gas in place to deliverability requires the 

assumption of limiting factors so restrictive as to make such a 

supposed relation undependable for proration purposes. Although 

oun recognises thatallocation upon acreage alone does not distribut 

production in as fair a manner as upon acre-feet, which is not, in 

turn ia not as fair as upon in-place hydrocarbon voluir.es, such acre 

allocation is practical and is much fairer than an allocation upon 

a formula based primarily upon deliverability. 

Under the circumstances existing in the Jalmat Pool, 3un Oil 

Company is satisfied that the Special Rules and Regulations aa aat 

out in Order R-520 after notice and hearing, present a fair and 

reasonable method of prorationing gaa. Therefore, Sun Oil Company 

reepeetfuliy requests that theae rules be retained and enforced in 

the Jalmat Gas Pool. 

MR. PORTER: Hr. Christie. 

age 
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m. CHRISTIE j R. 3. Christie, A&erada Petroleum Corpora

tion. Amerada concurs in the teatlmony presented by the protectants 

in this case. The evidence indicates that the allocation formula 

now ln effect allocates allowables in a more equitable manner than 

the one requeated by the application. Ve ask that the Applicant*a 

application be denied. 

KR. HOTTERj Citiea Service is the operator of several well* 

in the Jalmat Pool and i t ia my ©pinion i f deliverability ia a 

factor in proration, thia will cause most wells t© be stimulated 

by fracting or other weans to increase the productive capacity of 

the wells. *e feel that the expense for stimulation will not 

necessarily increase the future earnings of wells in the Jalmat 

Pool. 

Cities Service Is therefore in favor of the present rules for 

the Jalirat Pool ard urges their retention. 

m , PORTE&: Mr. Brown. 

kft. BRuw'Sj Jack Brown, Pan American. Pan American concurs 

in the closing statement rade by Mr, Malone, and joins with the 

other operators in opposing the application of Texas Pacific in ita 

entirety. 

In view of the previous statements, there seems to be li t t l e 

remaining to be said. However, I would like to add that i t has 

been our observation, and in order for any gas proration formula tc 

work, requires conscientious effort on the part of the gas purchasars, 
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the producers end the Conservation Commission. Hot any one of tho: 

by itself, no aiatter how hard i t tries, can make a proration 

formula work. Without conscientious effort on the part of a l l 

concerned any proration formula can f a i l . 

m. WEBB* Layton Webb, Sinclair. I agree that there ia 

very l i t t l e more that can be added. We do wish to concur in the 

closing statement by Hr. Malone and oppose ths Texas Pacific 

application in all respects. We request the retention of the 

present rules. 

MR. MILLERt Aaron Miller, Tidewater, Hobbs. Tidewater 

believes that the operators' testimony shows that one hundred 

percent acreage is more equitable and permits the operators in the 

Jalmat Pool to recover their fair share of the gas than would Texai 

Pacific's proposed changes. 

Tidewater, therefore, concurs with Mr. Malone's closing state* 

ments and urges the Commission to deny Texas Pacific's application 

and to deny the present allocation formula. 

ME. MALONE: If i t please the Commission, Mr. Salinger 

for Skelly who was here and had to leave asked me to express his 

concurrence in the expression of the operators group. Skelly was 

not a member of that group. 

MR. PORTER: Anyone else? 

MR. CAMPBELL: 1 think I ought to say at the outset even 

though I aw a good Irishman, I am not mad at the Texas Company and 

is 
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these other protestaxta v;ho have leer picking on s.e. X nave a 

few observation 1 would like to *.ako. I'h&y we going to be very 

brief. 

It seems to &e rather unusual that a number of the statements 

which have been made here by various companies with regard to the 

basic errors in the use of deliverability factor in a formula, not 

a l l of them, but many of them would be applicable to the use of 

deliverability anywhere. I think that the Commission knows that a 

number of these operators are operating under a deliverability 

formula in other portions of New Mexico in the San Juan area. I 

don't know how much resistance there waa to such a formula at 

the time i t went into effect. I know there were suggestions of 

other types of approaches, but so far as I know there haven't been 

any applications by any of the operators to abolish i t in that area 

I can't believe that the operators have as great concern about 

the basic principles of i t as some of them may indicate or that 

the Commission has been as remiss in its duty to properly allocate 

gaa as their statements would indicate insofar aa the San Juan 

Basin area is concerned. 

We made aeveral requests in thia application. Some of the 

operators who have made atatomenta don't agree with any of them 

even that the purchasers ought to nominate realistically. I would 

like to briefly outline taem and indicate to the CoCifiission our 

position cn thet;. 
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Wt believe, aa I indicated at the opening statement of this 

hearing, that i f gaa prorationing la going to continue to operate 

as i t has operated in the paat, i f the Commission Is foins; to 

listen to the pleas for passing these balancing periods as they 

have in the past, and fror what I have seen of the evidence of 

some underproduced wells in this hearing they will hear It again 

before long. I f that is going to be the procedure under ^as pro-

rationing, moat certainly we would be better off without i t i f 

a l l of us would rely on our contracts and look out prf our own gaa 

wella and the way the gas purchasers treat them. In the alterna

tive we have made several requests. We requested that the Commie-

alon immediately cancel underage and redistribute i t . The applica

tion is a li t t l e bit ambiguous as the Sun statement indicates. 

However, we requested that i t be done leased lately and that It be 

redistributed to all the wells, non-marginal wella in the Jalmat 

Gas Pool. 

The reason for that was that the accumulation of underage and 

overage had built up to such a pelct that i t not only was affecting 

the contractual and property rights cf the Applicant, but i t waa 

affecting the market for gas fro»; Lea County and the Jalmat Gaa 

Pool in particular, as has been testified to by El Paso Natural 

Gaa Company. 

We don't like to see ovr gas remaining in the ground, our 

wells beinir shut in and possibly drained when gas is be in-* aold 

500 
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froa ether areas. Te provide a market, that ia naturally and nor

mally a part of tha market to which our wella are entitled. 

The Commission has entered ar Interim order which has essentia 

ly irade i t possible for us this year to sell, If Sl Paso will take 

i t , additional pjas during; this year fror* wells which have been 

shut in or shut back for a considerable portion of this year. 

That has provided us with some relief. I wish to state that the 

Applicant does not necessarily concur in the suggestion of Sl 

Paso Natural Gas Company that this interip order become a part of 

the regular rules. Me believe that there should be sufficient 

flexibility to permit the proper marketing of gas and sale of gaa 

from Southeastern Mew Mexico. We do not believe that the rules 

should put an impossible adminiatrative burden on the Commlseion 

and the Commission staff. 

We believe that somewhere between the two approachea perhaps 

that are now being suggested that that flexibility can ba provided 

without the administrative burden. 

Now, with regard to the request that the Commission require 

the purchasers to nominate in a manner that will permit them to 

take to th© gaa wells. It has been testified here that the failun 

to supplement nominations during the last two nontha of the last 

six t:onths of 1956 resulted in overproduced wells going Into the 

proration period for the first six months of 195? In a situation 

that was actually mors severe than it should have been. We believi 

1-
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that purehaeers should ba directed in 8ome manner to aat up a 

aretes of nonlnatlona and supplemental nominations which would pre 

vent that reoeeurring in the future and aggravating the aituation 

further. We had suggested the establishment of maximum takea from 

individual units based upon twice the monthly allowable for any 

single ror.tb. We rade that recommendation in order to avoid a 

reoccurrence of some of these treiaendeus peaks from individual 

wells. 

I don't know what the effect may be upon the wella. Nonethe

less i t has a drastic effect upon the balanced situation on thee a 

wella. We believe i t might prevent the purchasers from creating 

a bad situation between individual wella or individual unite in 

the Jalmat Gas Pool. 

Then, of course, we did recommend that trie Commission include 

in the allocation formula a deliverability factor, and we propoaad 

a formula which we believe Mr. Seller adequately explained and 

justified In every respect. There has been some cotx.ent here that 

property rights have been acquired on the basis of the present 

rules. I'm sure that the attorneys recognise that that can't be 

the basis for a legal argument. I t may be for an equitable argumei 

but the same ones who made the suggestion that they had acquired 

vested rights also presented the argument that this ayetem ehould 

be given an opportunity to work. Really It haa only been in effeci 

a short tine. Tt has never been enforced. Therefore l t ought 

i 
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to bo given an opportunity to work. 

That position seems to me to be somewhat inconsistent. Ve 

believe that the evidence of thi? operators even taken in ?. fifty-

eirht well area of which their own testimony shows thore waa a 

deviation of abcvt four ard a half, four to four â d a half I be

lieve i t was, between the reserves — their own calculations withii 

that area and their testimony that straight acreage allocation 

assumed the same reserves under every acre, indicates that straight 

acreage is not a just and equitable way to allocate res production, 

We too appreciate the Commission^ having been so patient in 

hearing this matter. We recognise that we stand, to put i t mildly, 

somwhat in the minority in this situation as has been indicated 

here by these statements. We do not believe that our request la 

at a l l an unreasonable one. It is one which haa been stated has 

been considered by the Commission before. It has taken us two and 

a half or three years of operation under the gas prorationing sys

tem to realise tnat i f we are to sell our gas in the Jalmat Qaa 

Pool and only our share of the gas, which Is a l l we are entitled t< 

we have got to have some way In which to permit our wells which 

are capable of producing, our wells which have slseable reserves t< 

produce their share of the gas. And that unless we do so we are 

going to lose even more of our gas market to other gas aoureea in 

the future. 

Mt. PORTERj Anyone else? 

t 
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Tha Coaniaaion appreciates the referencee to ita patience. 

Thia caae I belieYO has taken up I believe about four days, poaeib: 

mors. However, It«s been a very interesting case and I'm not greal 

ly concerned about the time consumed by any case as interesting aa 

thia and Ifm not even bothered so much by people frequently glanc

ing at their watches, but I think the other two Commissioners got 

a l i t t le concerned a l i t t le while ago when my secretary asked to 

see rcry 195ft calendar. 

We will take the case under advisement. The hearing is 

adJourred**--

a* 
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C E R T I F I C A T E 

STATE OF NEW MEXICO ) 
i SS 

COUNTY OF BERNALILLO ) 

I , ADA DEARNLEY, Court loportor, do hereby certify that the 

foregoing and attached transcript of proceedings before the New 

Mexico Oil Conservation Commission at Sarta Fe, Hew Mexico, is a 

true ard correct record to the best of wy knowledge, s k i l l and 

abil ity. 

IN WITNESS WHEREOF 1 have affixed my hand and notarial aeal 

this J^7^ day o f ^ u * * ^ /fmT& 

Notary Public-Court Reporter 

My commission expires I 

June 19, 1959. 
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