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EXAMINER HEARING 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
January 7, 1958 

IN THE MATTER OF: ) 

Application of Gulf Oil Corporation for an order ) 
suspending the cancellation of underage accrued *) 
to eight gas wells in the Eumont, Jalmat, Tubb ) 
and Blinebry Gas Pools, Lea County, New Mexico. ) 
Applicant, in the above-styled cause, seeks an ) Case 1360 
order suspending the cancellation on January 1, ) 
1958, of the underage accrued to the following ) 
gas wells in the Eumont, Jalmat, Tubb, and ) 
Blinebry Gas Pools: ) 

Eumont Pool ) 

Bell-Ramsay St. *C» No. 1, NW/4 SE/4 ) 
Section 34, Township 20 South, Range 37 ) 
East ) 

Jalmat Pool ) 

Arnott-Ramsay "E" No. 2, SW/4 SE/4 Section ) 
16, Township 25 South, Range 37 East ) 

Arnott-Ramsay "E M No. 5, SW/4 NW/4 Section ) 
16, Township 25 South, Range 37 East ) 

J. R. Holt "A* No. 2, SE/4 SW/4 Section 16,) 
Township 24 South, Range 37 East ) 

Tubb Pool ) 

Hugh No. 7, NE/4 NW/4 Section 14, Township ) 
22 South, Range 37 East ) 

Harry Leonard "E" No. 4, NE/4 NE/4 Section ) 
16, Township 21 South, Range 37 East ) 

Blinebry Pool ) 

— 

J. N. Carson WAM No. 4, SW/4 SE/4 Section ) 
28, Township 21 South, Range 37 East ) 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



3 

H. Leonard "E" No. 4, NE/4 NE/4 Section 16, ) 
Township 21 South, Range 37 East ) 

a l l in Lea County, New Mexico. ) 

IN THE MATTER OF: ) 

Application of the Texas Company for an order ) 
suspending the cancellation of underage accrued ) 
to two gas wells in the Eumont Gas Pool and Jalmat ) 
Gas Pool, Lea County, New Mexico. Applicant, in ) 
the above-styled cause, seeks an order suspending ) Case 1361 
the cancellation on January 1, 1958, of the under- ) 
age accrued to the following gas wells in the ) 
Eumont and Jalmat Gas Pools: ) 

Texas Company Riddel Well No. 2, NE/4 NE/4 ) 
Section 12, Township 21 South, Range 36 East;) 

Texas Company State of New Mexico HB" (NCT-2)) 
Well No. 3, NW/4 NW/4 Section 16, Township 23) 
South, Range 36 East; ) 

al l in Lea County, New Mexico. ) 

IN THE MATTER OF: ) 

Application of Schermerhorn Oil Corporation for an ) 
order suspending the cancellation of underage ) 
accrued to one well in the Eumont Gas Pool, Lea ) 
County, New Mexico. Applicant, in the above-styled) Case 1362 
cause, seeks an order suspending the cancellation ) 
on January 1, 1958, of the underage accrued to the ) 
following named gas well in the Eumont Gas Pool: ) 

Schermerhorn Oil Corporation Gulf-State ) 
No. 1 Well, SE/4 SW/4 Section 31, Township ) 
18 South, Range 37 East, ) 

Lea County, New Mexico. ) 

BEFORE: Daniel S. Nutter, Examiner 
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TRANSCRIPT OF PROCEEDINGS 

MR. NUTTER: We will call up next Case 1360. 

MR. COOLEY: Case 1360: Application of Gulf Oil Corporatic 

for an order suspending the cancellation of underage accrued to 

eight gas wells in the Eumont, Jalmat, Tubb, and Blinebry Gas Pools 

Lea County, New Mexico. 

MR. KASTLER: If the Commission please, I am B i l l Kastler 

representing Gulf Oil Corporation, and I would like to state that 

we at this time request that three of the wells concerned or contai 

in this application dated November 20, 1957, be stricken from 

consideration in this case. Those three wells are: No. 1, Hugh 

No. 7, located in the northeast quarter northwest quarter of Sectio 

14, Township 22 South, Range 37 East, which was in balance at the 

end of December, 1957, therefore out of the purview of this case. 

No. 2, Harry Leonard ME" No. 4, Northeast northeast of Section 16, 

Township 21 South, Range 37 East, which was in balance at the end 

of November of 1957. 

MR. COOLEY: Is that in the Tubb or Blinebry? 

MR. KASTLER: Those two wells are both in the Tubb, and 

this is the portion of the Harry Leonard No. 4 in the Tubb Pool. 

The third well which we would like to have stricken is the J. N. 

Carson "A" No. 4, southwest quarter southeast quarter, Section 

28, Township 21 South, Range 37 East. We want this stricken becaus 

of a relatively unsatisfactory workover. We don't believe that i t 

is a clear enough case to present at this hearing at this time. 
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MR. NUTTER: Is there objection to the amendment of the 

application to omit these three wells from the scope of the hearing 

I f not, they w i l l be omitted. 

MR. KASTLER: I have as Gulf Oil Corporation*s witness 

this afternoon Mr. John H. Hoover from Roswell, New Mexico. 

(Witness sworn.) 

JOHN H. HOOVER 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 

DIRECT EXAMINATION 

Bv MR. KASTLER: 

Q Wil l you please state your name and who you are employed 

by, and your position? 

A My name is John H. Hoover, employed by Gulf Oil Corporation 

Roswell, New Mexico. 

Q Mr. Hoover, have you previously t e s t i f i e d as an expert and 

te s t i f i e d before the New Mexico Oil Conservation Commission? 

A No, I haven't. 

Q Where did you receive your formal education? 

A I received a B. S. degree i n Natural Gas Engineering from 

the University of Oklahoma in January of 1941. 

Q Has a l l or substantially a l l of your professional experienc 

been in the f i e l d Of natural gas work? 

A A l l of i t . 

Q Would you please trace your experience since graduating in 

? 

» 
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1941? 

A After graduating in 1941 and spending five years in the 

service, I went to work for Gulf in February of 1946 in the Gas and 

Gasoline Department. I came to New Mexico in May of 1949 s t i l l 

in the Gas and Gasoline Department, and have served in that capacity 

ever since as Gasoline Plant Engineer, Gasoline Plant Superintendert, 

and present District Gas Engineer. 

Q At which Gasoline Plant were you the engineer? 

A At our Eunice Gasoline Plant at Eunice, New Mexico. 

MR. KASTLER: Mr. Nutter, I submit that he is qualified. 

MR. NUTTER: Mr. Hoover is qualified as an expert. 

Q Mr. Hoover, are you familiar with a l l of the wells now 

concerned in Gulf Oil Corporations* application in Case No. 1360? 

A Yes, I am. 

Q Are a l l of those wells at present underproduced? 

A All -

Q I meant to phrase i t differently. Have they produced their 

f u l l allowable as of the end of 1957? 

A All of the wells are underproduced, with the exception of 

the ones which we asked to be stricken from the application. The 

others are underproduced. 

Q Are a l l of those wells connected to Permian Basin Pipe Lin? 

Company? 

A Yes, they are. 

Q Would you please outline the reasons for bring the application 
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dated November 20, 1957? 

A During the past several months, Permian Basin Pipe Line 

Company has been unable to produce the full allowable, due to the 

fact that the market, the development of gas had exceeded the rate 

at which i t had been expected, and the facilities for processing 

the gas weren't adequate to handle the gas. Those conditions 

have since changed. 

Q Have you prepared exhibits for introduction in this after

noon's testimony? 

A Yes, I have. 

Q Would you briefly describe the nature of your exhibits for 

this hearing? Do you have an exhibit for each well, showing a plat? 

A Yes, there is an exhibit for each well, and on each well 

there will be an exhibit, a plat showing the location of the well. 

There will be a recent well test which we have elected to report 

on the New Mexico Oil Conservation Commission Form C-122-C, which 

is a one point back pressure test. I t gives the pertinent informa

tion and --

Q (interrupting) That recent test was made for the purpose cf 

this hearing? 

A I t was. 

Q To determine the rate of flow? 

A Yes. 

Q And what is the third part of each exhibit for each well? 

A We have tabulated the production or underproduction, as the 
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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 



8 

case may be, for each well, and we attempt to show there how the 

wells got into the position they are in and we are listing the 

accumulated underproduction, the production by month, and the 

current allowable, which we have taken from the gas proration sched 

and then to correlate that, we are listing a column showing the 

days the well was operated for that month, which is from our own 

records. 

(Gulf VExhibit No. 1-A 
marked for identification.) 

Q Mr. Hoover, I call your attention to exhibit labeled and 

marked Exhibit 1-A. I believe that is entitled Bell-Ramsay St. 

"C" No. 1, and i t is a plat. Would you please explain where the 

well is Ideated. 

A This well is located 1650 feet from the south line and 

2310 feet from the east line of Section 34, Township 20 South, 

Range 37 East, Lea County, New Mexico. 

I t also shows the acreage assigned to this well for a 400 

acre gas proration unit. I t is described as the northwest quarter 

and the south half of Section 34. This well was completed as a 

single zone gas well on June 25, 1954, after a fracture treatment. 

On fifteen minute O.C.C. test ending 10:00 A.M. on June 25, 1954, 

the well flowed at a maximum rate of 6,000 MCF with a hundred pound 

back pressure. 

(Gulf's Exhibit No. 1-B 
marked for identification.) 

Q Now, Mr. Hoover, I wish to call your attention to Exhibit 

j l e ; 
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marked 1-B which shows the results of a recent test. Would you 

explain how the test was made and what those results are? 

A This test was made to determine the producing capacity of 

the well into the purchasers* pipe line, and the test is made durin 

the period November 25 to December 4, 1957. This test shows that 

the well is capable of producing 1,505 MCF per day into their pipe 

line. 

(Gulf's Exhibit No. 1-C 
marked for identification.) 

Q I now call your attention to Exhibit marked Exhibit 1-C. 

Would you please, referring to this, explain what is shown and what 

conclusions you can make from that? 

A This shows the status of the underproduction, starting with 

September, 1955, and going up through November of 1957. I t shows 

the accumulated underproduction by months; the days the well was 

operated during that month; what the production was; and what the 

current allowable was. I would like to point out that as of the 

end of September, 1956, that this well had accumulated an under

production of 139,301 MCF, and i t will be noted that during that 

period, under the days operated column, that at no time was the 

well produced a fu l l monthly allowable or fu l l monthly time. 

Q What happened subsequent to September, 1956? 

A I t will be noted that the well was shut-in in September 

of 1956 until in February of 1957. I t will be noted that the 

underproduction had accumulated to a total of now 295,098,MCF. 
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Q Mr. Hoover, can you state the reason for that shut-in for 

such a long period? 

A This is a unit in which Gulf and Pan American pooled their 

acreage, Due to a misunderstanding in the payment of royalty, the 

well was shut-in until this agreement was approved and was finalize 

The agreement was approved by the Land Commissioner on December lOt 

1956, retroactive to November the 1st of 1955. 

Q Would that account for,that retroactive approval account fc 

an even greater underproduction than would otherwise have been 

evident? 

A Yes, i t would. 

Q During the year of 1957, or the remainder of the year aftei 

the approval of the agreement, has the well shown its tendency to 

reduce its underproduction? 

A Yes, i t has. I t will be noted, starting with March of 1951 

from then on, that the well was produced a minimum of 29 days for 

the month and has averaged full production for the month, and that 

underproduction has been reduced from 295,098 MCF to 84,716 MCF as 

of the end of November. 

Q Is i t your opinion that i f the relief applied for were 

granted, that this well would produce a l l of the underproduced 

allowable by the end of the next six months? 

A Yes. 

Q In addition to its current allowable for each of these six 

months? 

d. 
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A Yes. 

(Gulf's Exhibit No. 2-A 
marked for identification.) 

Q Now I call your attention to the second well on our applice 

tion, an Exhibit you have labeled Exhibit 2-A, a plat showing the 

location of Arnott-Ramsay H E W No. 2 well. Would you describe the 

location and the unit served by that well, please? 

A This well is located 660 feet from the south line, 1980 

feet from the east line of Section 16, Township 25 South, Range 37 

East, Lea County, New Mexico. I t also shows the acreage which is 

attributed to this well, being a 280-acre unit. This acreage i s 

described — I might mention that the acreage is outlined cross-

hatched. The acreage i s described as the southeast quarter, the 

east half of the southwest quarter, and the northwest quarter of 

the southwest quarter of Section 16. 

Q In 25 South, 37 East? 

A Yes. This well was completed February 1st, 1940, as a 

single zone gas well, and i t is our understanding that a compressoi 

had been set to serve this well. 

(Gulf's Exhibit No. 2-B 
marked for identification.) 

Q I now call your attention to Exhibit 2-B. Would you please 

explain the results of the recent test performed on this well? 

A This test was made between the dates of December 2nd and 

December 4th, 1957, and i t was made to determine the producing 

capacity of this well when the line pressure was lowered by virtue 

-
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of the compressors which we are informed have been installed. It 

shows that the well is capable of producing 3,337 MCF per day 

against a pressure of approximately 92.2 pounds per square inch 

absolute. This pressure is approximately the gathering system 

pressure as planned. 

(Gulf's Exhibit No. 2-C 
marked for identification.) 

Q I now diiect your attention to Exhibit 2-C. Would you 

please explain what can be seen on there? 

A This tabulation, like the one previously mentioned, shows 

the status of the underproduction, days operated, the actual pro

duction, and the current allowable. You will notice here that 

this well is considerably underproduced, being 272,857 MCF as of 

the end of November. However, I would like to point out that for 

the period of September, '55, through November of 1956, which is 

a fifteen-month period, that the underproduction increased 190,494 

MCF, and i t will be noted that the well was not produced a full 

monthly time on the average through that period. From the period 

December, *56, through November, '57, which you will note that the 

well is now being operated a fu l l time during the month, that the 

underproduction has only increased 23,937 MCF for this twelve 

months period. 

Q Mr. Hoover, at any time, as shown on this xhibit 2-C, was 

this well attached to a compressor? 

A No, i t wasn't. 
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Q And you believe it is now attached to a compressor, you 

have testified to that? 

A That is my understanding. 

Q Is i t your opinion that this well is now capable of produci 

the underproduced amount, in addition to its current allowable ovei 

the next six months i f this relief were granted? 

A Yes, i t is my opinion. 

(Gulf's Exhibit No. 3-A 
marked for identification.) 

Q I next call your attention to Arnott-Ramsay "E" No. 5, 

Exhibit No. 3-A. Would you please locate the well and state the 

completion history? 

A This well is located 560 feet from the west line, and 1980 

feet from the north line of Section 16, Township 25 South, Range 

37 East, Lea County, New Mexico. I t also shows the acreage assigne 

to this well, and i t is a 280-acre gas proration unit. I t is 

described as the northwest quarter, the east half of the northeast 

quarter, the southeast quarter of the northeast quarter of this 

Section 16. The well was originally completed in the Langley-Matti 

Oil Pool on February 1, 1940; recompleted as a single zone gas well 

on October 8, 1955. On 15 minute O.C.C. test ending 2:15 P.M. 

October 8, 1955, flowed at a maximum rate of 4,875 MCF, with three 

hundred pounds back pressure. 

Q Is this well attached to a compressor at this time? 

A I t is my understanding that i t has been. 
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(Gulf's Exhibit No. 3-B 
marked for identification.) 

Q Will you now refer to Exhibit 3-B and recount the results 

of a recent test? 

A This test was made during the period December 2nd to 

December 4th, 1957, to determine the producing capacity of this 

well at a lower gathering system pressure, which would be accomplis 

by the installation of compressors. This well will produce 2,190 

MCF a day with a tubing pressure of 371.2 pounds per square inch 

absolute. 

Q That test also simulated conditions of having a compressor'* 

A Yes. 

(Gulf's Exhibit No. 3-C 
marked for identification.) 

Q Now, referring to Exhibit 3-C, would you state what your 

findings are, and your conclusions? 

A Here again we have listed the underproduction, the days 

operated, the production by months, and the current allowable. I t 

will be noted that as of the end of May that this well, May of 

1957, that this well had reduced its underproduction to 9,500 MCF. 

However, at the end of June, which is the period that we're con

cerned with on this balancing period, that the underproduction had 

increased to 25,633 MCF and the well was only operated six days. 

In July of '57, by operating the well 28 days, the underproduction 

had been reduced to 4,954 MCF, and i t has increased since that time 

Q Is i t your opinion that this well, if allowed to produce 

14 
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its unproduced gas, would produce that as well as its current allow 

able over the next six months? 

A Yes, i t would. 

(Gulf's Exhibit No. 4-A 
marked for identification.) 

Q I wish to direct your attention now to Exhibit 4-A, which 

is marked J. R. Holt "A" No. 2. I t is also another well in the 

Jalmat Pool. Would you state the location of the well, the unit, 

and the history of the well? 

A This well is located 660 feet from the south line and 1980 

feet from the west line of Section 16, Township 24 South, Range 37 

East, Lea County, New Mexico. I t has 280 acres assigned to i t , 

which is described as the southwest quarter, the west half of the 

southeast quarter, and the southeast quarter of the northeast 

quarter of this Section 16. 

MR. NUTTER: I think that should be the southwest of the 

northeast. 

A Southwest of the northeast, yes, s i r . This well was 

originally completed in the Langley-Mattix Oil Pool on April 4, 

1940; recompleted as a Langley-Mattix Oil-Jalmat Gas dual after 

fracture treatment on January 19, 1956; on 15 minute O.C.C. test 

ending 4:00 P.M. October 2, 1955, i t flowed at a maximum rate of 

3,970 MCF with 320 pounds back pressure. 

(Gulf's Exhibit No. 4-B 
marked for identification.) 

Q I now direct your attention to Exhibit 4-B. Will you please 

15 
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state the results of the test? 

A This test was made to simulate the conditions of the lower 

gathering system pressure which would result from the installation 

of compressors, and the well was tested to atmosphere and i t was 

made between the dates of December 2 to December 9, 1957. I t shows 

that the well is capable of producing 2,409 MCF per day with a 

casing pressure of 141.9 pounds per square inch absolute. 

(Gulf's Exhibit No. 4-C 
marked for identification.) 

Q I now direct your attention to an exhibit marked 4-C. Will 

you please relate what your findings are on that and what your 

opinion is? 

A This tabulations shows that the well, the underproduction 

had gone up as high as 96,716 MCF, as of the end of April, 1956. 

As of the end of May of 1957, i t had been reduced to 17,435 MCF. 

As of the end of June i t had increased to 21,057 MCF, and i t will 

be noted that in July of 1957 that the well was not produced at al l 

this being a matter of pipe line requirements or pipe line proratio 

ing. I t is not the fault of the well. I t further shows that the 

well decreased its underproduction as late as October of 1957. 

Q Mr. Hoover, in this and in a l l other previous exhibits, 

can you show generally that up until the end of November of 1956 

the days of production of these wells was somewhat uneven and less 

than the fu l l months? 

A Yes, i t was. 

» 
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Q And generally since that time i t has been greater? 

A Yes, with the exception of July of '57 which was not pro

duced at a l l . 

Q In your opinion would this J. R. Holt "A" well No. 2 produce 

the unproduced amount of gas i f that were carried over into 1958? 

A Yes, i t would. 

(Gulf's Exhibits No. 5-A, 5-B & 5-C 
marked for identification.) 

Q I next direct you to exhibit marked 5-A, Harry Leonard "E" 

No. 4 well in the Blinebry Pool. Would you state the same general 

data in regard to this well? 

A This well is located 660 feet from the north line and from 

the east line of Section 16, Township 21 South, Range 37 East, Lea 

County, New Mexico. I t also shows the 160 acres which is attributed 

to this well, being the northeast quarter of this Section 16. 

The well was originally completed in the Drinkard oil pay on 

November 22, 1948, recompleted as a Blinebry-Tubb gas-gas dual 

on March 20, 1954. On 15 minute O.C.C. test ending 11:15 A.M. 

March 20, 1954, flowed at a maximum rate of 2,080 MCF through sever 

inch casing annulus with 1175 pounds back pressure. 

Q Referring now to Exhibit marked 5-B, would you state what 

the results of a recent test have been and when that test was taker? 

A This test was made with the well producing into the purchaser's 

pipe line between the dates of November 25th to December 5 of 1957. 

I t shows that the well is capable of producing 785 MCF per day 
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against a line pressure of 588.4 pounds per square inch absolute. 

Q Referring now to Exhibit marked 5-C, will you state what 

is disclosed on there? 

A I t will be noted that the underproduction went up and down 

depending on the days the well operated. However, getting down to 

the period of June, 1957, i t shows that the underproduction had 

been reduced to 8,090 MCF per day. Then i t will be noted that the 

underproduction increased until the end of October of 1957 when 

it had reached a figure of 47,767 MCF, but has been reduced in 

November to 44,067. 

Q Do you know what caused the increase in the unproduced 

allowable beginning July of *57? 

A I t will be noted from the days operated that in July i t 

only produced nine days; August, twelve days; September,zero; in 

October, ten days. This was a period in which we experienced trout 

with being able to dispose of the condensate, due to Magnolia's 

pipe line prorationing. I t was shut in the entire month of Septemb 

due to full storage. 

Q Mr. Hoover, in your opinion would this well, the Harry 

Leonard *E" No. 4 in the Blinebry Pool, produce its unproduced 

gas if that amount were carried over into the f i r s t half of 1958? 

A Yes, i t would. 

Q Have a l l of these exhibits and the parts A, B, & C of 

Exhibits 1, 2, 3, 4, and 5 been prepared by you or at your directio 

A Yes, they have. 
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MR. KASTLER: Mr. Nutter, I would reqjest that these be 

admitted into evidence in this case. 

MR. NUTTER: Without objection, Gulf's Exhibits 1 through 

5 will be admitted in evidence. 

MR. KASTLER: Parts A, B, and C. 

MR. NUTTER: A, B, and C of each of those exhibits. 

Q Mr. Hoover, do you believe that the granting of this applica

tion would afford protection of correlative rights? 

A Yes. 

Q Do you believe that granting this application would result 

in any waste of gas? 

A In my opinion i t would not result in waste. 

MR. KASTLER: Those are the only questions I now have on 

direct examination. 

MR. NUTTER: Does anyone have any questions of Mr. Hoover? 

MR. CAMPBELL: I do. 

MR. NUTTER: Mr. Campbell. 

MR. CAMPBELL: Jack M. Campbell, Campbell and Russell, Roswsll, 

New Mexico, appearing on behalf of Texas Pacific Coal and Oil Compaiy. 

CROSS EXAMINATION 

By MR. CAMPBELL: 

Q Is the sole basis of your request, Mr. Hoover, the lack of 

market outlet for the gas from the wells you seek relief on here? 

A In some of the cases i t was, I believe on the last case. 

Q Let's refer particularly to the wells in the Jalmat Gas PooL. 
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A Yes. 

Q I noted that on at least one or two of those, you indicated 

that compressors had recently been installed? 

A Yes. 

Q Is that true on a l l three of those wells? 

A That is what we are informed. 

Q Then how can you be certain that the reason for the deficie 

or the underproduction from those wells was due to lack of market, 

rather than the inability of the wells to buck the line, or are you 

sure of that? 

A Well, I think from our tabulation -- did you have one par

ticular one in mind? I think on the one — 

Q Let's take the Arnott-Ramsay "E" well No. 2. 

A All right. I believe in my testimony, during the fifteen 

months' period in which the well was not produced a full thirty or 

thirty-one days a month, that the underproduction had increased 

some 190,000 MCF, and that the following twelve months' period, 

which was the start of essentially fu l l monthly production, the 

underproduction had only increased 23,000. What we're saying on 

this, that this high underproduction is due in part to the lack of 

full monthly production back during this period in September of *55 

through November, '56. 

Q The installation of the compressors would indicate that 

i t may also be due in part to the inability of the well to buck 

the line? 

icy 
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A That's right, and the test that we made indicates that 

the well has a shut-in pressure of only 539.5 pounds per square 

inch absolute, and we're trying to produce into a line pressure of 

approximately 500 pounds. 

Q Are you aware of whether there are other wells in the Jalmat 

Gas Pool that have accumulated underproduction under the same circum

stances, inability to buck the line? 

A I t is my understanding that there are several. 

Q Have you made any study to determine the extent of that 

as to how much underproduction might be involved, if underproduction 

based on inability to buck the line pressure were maintained and 

authorized after the end of 1957? 

A On the outside companies? 

Q Other well*. 

A No, I haven't. I have only been concerned with our own. 

Q With regard to that particular well that we mentioned, I 

believe that you used a figure commencing in September of 1955? 

A Yes. 

Q That was the time, wasn't i t , at which you increased that 

size of that unit? 

A Yes, that is correct. 

Q And since the time the size of that unit was increased, that 

well has been consistently underproduced, has i t not, except for 

a few months in the f i r s t part of 1957? 

A Yes. 
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Q Prior to that tine, the well had been rather consistently 

overproduced, had i t not? 

A I don't have the figures prior to that time. 

Q Prior to that time. Are the wells that you have included 

in your application here, and again with particular reference to 

the Jalmat Gas Pool, a l l of the wells that Gulf has that were under

produced on June 30, 1957? 

A No, no, they are not. 

Q How did you happen to select these particular wells? 

A We selected the wells in which we f e l t that they were capable 

of reducing their underproduction by virtue of setting the compressor, 

or in some cases there, that they were not produced for no reason 

of the fau l t of the well. 

Q Do you feel that any of the other wells that may be under

produced are perhaps marginal wells that have not been classified 

as such, or have you studied i t on that basis? 

A Yes. You are speaking of our wells? 

Q Yes. 

A We have one well which has accumulated considerable under

production, in which i t i s , we think, a marginal well; however, 

i t does not f a l l under the classification of a marginal well, since 

i t w i l l produce i t s allowable four to five months out of the year, 

but that is not one of the wells i n this case. 

MR. CAMPBELL: I think that is a l l . 

MR. NUTTER: Any further questions of Mr. Hoover? Mr. Cooley. 
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By MR. COOLEY: 

Q Mr. Hoover, have a l l the wells that are the subject of this 

hearing been underproduced since the institution of prorationing 

on January 1, 1954, continuously underproduced? 

A Yes. Well, now, since what date was that? 

Q I said January 1, 1954. Your records go back only to 

December of '54. Prorationing was instituted January 1, 1954. 

A No, sir, I don't believe that I can, you might notice there 

on the Harry Leonard No. 4 in the Blinebry, which shows i t has an 

overproduction as late as July '55. 

Q As late as July,;*55?' 

A Yes. 

Q All the rest of the wells have been continuously underproduced 

since the institution of prorationing, except the Harry Leonard 

"E" No. 4, since August of '55? 

A I can't answer that question on a l l those wells. 

Q At least since December of — 

A (Interrupting) All these others that I have here, since 

December of '55 have been underproduced, with the exception of the 

Harry Leonard "E" No. 4 in the Blinebry. 

Q Now, Mr. Hoover, are you aware of whether or not there has 

ever been a cancellation of underproduction in any southeast New 

Mexico gas pools? 

A As far as I know, there has not been. 

Q That's since January 1, 1954, there has been no cancellation 
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whatsoever? 

A That's my understanding. 

Q You are aware that Order 520 and the other orders affecting 

the other pools here call for cancellation every six months? 

A Yes, s i r . 

Q And that those orders have been successfully suspended 

throughout the life of prorationing in that area? 

A Yes. 

Q To what do you attribute, measurably speaking, the large 

amount of underproduction that has accrued to a l l of these wells, 

lack of market or lack of ability to produce? 

A I think that the majority of it was lack of market and 

facilities to process the gas. 

Q Now, at least on the three of the wells in the Jalmat Pool, 

there must have been some concern over ability to produce against 

line pressures, otherwise the compressors would not have been put 

on the wells, would they? 

A That is correct. 

Q So at least for those three wells there is some question 

concerning their ability to produce during that period, against the 

line pressure? 

A Yes. We're saying on the Arnott-Ramsay * E m No. 2 and 5 

that they definitely need the service of a compressor. 

Q What about the J. R. Holt No. 2? 

A I believe i t does need i t , but that i t is not as imperative 

24 
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as on the other two, since we indicated that i t was capable of 

producing its underproduction one month there during the normal 

period of, of higher than normal allowables, but I believe on the 

long pull that i t will be benefited by the compressor service. I t 

will be able to keep current. 

Q Aside from the necessity of compressor service, the only 

other fact would be the inability of Permian Pipe Line Corporation 

to take your gas, is that correct, provide a market for your gas? 

A Yes, except that on the f i r s t well that we discussed, whicr 

we ran into trouble with the approval of the communitization agree

ment in which i t was not Permian*s fault. 

Q That is true. 

A But part of the underproduction was their inability to 

market a l l the gas available. 

Q Now what factors make you believe that there is now a marke 

for the gas? I am assuming that a l l of these five wells can pro

duce their allowables, you s t i l l can't make up this underage unless 

Permian can buy your gas, is that not correct? 

A That is correct. 

Q The situation has been continuous underproduction for a 

long and extended period of time up to date. You have answered 

with respect to each of these five wells, you feel that i f the 

underage is carried over for another six months they can make i t up 

A Yes. 

Q What change has occurred in the marketing conditions that 

t 
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makes you believe tha*t Permian can now buy the gas? 

A I think i t i i evident from a l l of our wells that are con

nected to Permian Basin that their ability to take the allowable 

has changed since the end of July of 1957. 

Q Ability to take the allowable is one thing — 

A (interrupting) And to reduce the underproduction. 

Q Since what day did you say? 

A July of 1957 is the time that we noticed the particular 

change, and I believe that was the date in which they had worked 

out their agreement. 

Q Taking the well, the Harry Leonard ME" No. 4, i t doesn't 

show much improvement? 

A No, sir, and that was for reasons other than the pipe lines 

ability to take the gas. 

Q Purchaser prorationing by Magnolia? 

A Yes, being able to move the condensate which has since beer 

changed, and I believe i t is reflected in the number of days that 

that well operated during, say, November of '57. 

Q Moving on then to the other four wells, I believe they are 

rather similar, aren't they? They a l l have pretty continuous 

underproduction since that date? 

A Yes, with the exception of this Harry Leonard "EM No. 4, 

is that what you are speaking of. 

Q With the exception of the Harry Leonard HE" No. 4, you had 

pretty continuous takes on all of the wells? 

26 
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A Yes, si r . 

Q At least since July. During that period since July, you 

have failed to reduce the underage on practically every well, 

haven't you, the present underage is greater than i t was in July? 

That is the case on Bell-Ramsay St. "C" No. 1, i t is greater than 

i t was in July? 

A Bell-Ramsay St. n C* No. 1, yes, i t i s . I would like to 

point out one thing there. I t will be noted that the current allow

able for the month of November of '57 was higher than at any time 

since we have tabulated here, which is September, '55. 

Q This is evidence that they can't even take the allowable, 

let alone reduce underage? 

A Well, I think i t is evident from our test that i t will 

produce the average allowable. 

Q No, I'm not talking about producibility, I am talking about 

marketability. 

A Well, I think that they would have taken i t in the case of 

those Jalmat wells if the compressors had been installed earlier, 

that those wells would have been able to show a marked reductic 

in the underproduction. 

Q With the record of continuous underproduction such as you 

have on these three Jalmat wells which you mentioned, why was the 

decision to install compressors so belated? Do you have knowledge 

of that? 

A No, I do not. 
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MR. (X)OLEY: That's a l l the questions I have. Thank you, 

Mr. Hoover. 

By MR. NUTTER: 

Q Mr. Hoover, referring to your Exhibit No. 1-C, I think that 

this well was shut in for a period of six months less sixteen days-!-

A Yes, sir. 

Q — at one time? Now when did you say that that unit or 

communitization was approved? 

A I t was approved by the Land Commissioner December 10th, 19E6. 

Q Was that the final approval that you needed for that unit? 

A Yes, sir. 

Q That made an official unit out of it? 

A That straightened out our problem of distribution of royalty, 

his approval. 

Q In other words, you had twenty-one days there in December, 

you had a l l of the month of January, and you had twenty days in 

February? 

A Yes, sir . 

Q After the unit was approved? 

A Yes. 

Q But you didn't produce the well? 

A That's right. 

Q So that would be two and two-thirds, two and a half months 

of production that wasn't produced? 

A Yes, sir. 
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Q Or allowable that wasn't produced. Why was that not taken 

care of? 

A That was just a period of time in there from getting the 

information that i t had been approved to the field to open the well 

up. 

Q Well, that amount of allowable that wasn't produced during 

that two and a half months after you had the unit approved is just 

about equal to the underproduction that you have got on the well 

now, isn't it? 

A Yes, sir, i t is roughly so. 

Q If you had gone ahead and produced your well during that 

period after the unit was approved, you wouldn't have this amount 

of underage that you have accrued to the well right now? 

A That is correct. If we hadn't had to shut the well in at 

a l l , the well would have been overproduced or would have been in 

balance by the start of this proration period, too. It's one of 

those things that was ;not the fault of the well, of its ability to 

produce. 

Q I t was just an oversight in not producing the well for two 

and a half months? 

A Yes, s i r . 

Q On your Exhibit No. 2-C, I note that from December, 1956, 

through November, 1957, which is a period of twelve months, there 

have only been five days that the well was not produced. The undei 

has increased during that time 15,000 MCF. 
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A Which period was that? 

Q On Exhibit 2-C. 

A Yes. 

Q From December of '56 to November of *57» 

A Yes. 

Q There were five days there that the well was not produced? 

A Yes. 

Q And the underage increased 15,000 during that period? 

A Yes, s i r . 

Q Why would the underproduction increase that much with just 

five days shut in? 

A I believe that this needs the service of the compressor. 

Q Likewise from July, 1957, through November, 1957, which is 

a period of five months, the well was shut in one day? 

A Yes, s i r . 

Q Being one day in November, and the underproduction increase 

53,000. What would be the reason for that? 

A Well, I'm not in a position — 

Q Is i t in need of a compressor? 

A I t is in need of a compressor, but there might be a variati 

in pipe line pressures in there that would make a difference. For 

example, 31 days in August i t produced 27 million — or 27,511 MCF] 

for 31 days in October 20,028, for the same number of days' opera

tion. I t may be that the line pressure would vary, or the way that 

the well was produced. I cannot say on that, but I go back to my 
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original testimony that a compressor to serve this well is needed. 

Q Excuse me if I missed this, and you already answered the 

question* Did you state why on Exhibit No. 4-C your well was shut 

in for the entire month of July, 1957? 

A I stated that as far as we knew i t was pipe line require

ments, prorationing. 

Q The gatherer of the liquids was prorating? 

A No, the gas purchaser. 

Q Had the well shut in? 

A Yes. 

Q And on your Exhibit 5-C this period throughout the summer 

months of '57 when the well was shut in was due to pipe line pro-

rationing by the purchaser of the condensate? 

A Condensate, yes, si r ; and in September where i t produced 

no days, i t was shut in for that entire month due to full storage, 

condensate storage. 

Q Did you make any request to the Commission for any sort of 

relief or anything on that pipe line prorationing? 

A Not to the Commission, to Magnolia. 

Q Did you plead your case to them? 

A Yes, we approached them with the idea that they were pro

rating production which was not proratable production; in other 

words, the condensate was not prorated, i t was produced incidental 

with the prorated gas. 

Q What did they t e l l you? 
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A They finally came back and said that they would, in this 

case in September, that they would run the condensate. As I recall 

they were going to base their runs back on July runs, which they 

didn't run anything in July which would throw them to run nothing 

in September. So in October, by the time we were able to alleviate 

this situation, they said that they would run a l l the condensate 

from gas wells. They would not psorate that. But i t was not until 

we had already been hurt. 

Q By the time they gave you some relief, several months had 

gone by? 

A Yes, si r . 

MR. NUTTER: Anyone have any further questions of Mr. Hoove 

MR. UTZ: Yes, I have. 

MR. NUTTER: Mr. Utz. 

Bv MR. UTZ: 

Q Mr. Hoover, aside from the Harry Leonard "E" well No. 4, 

what other wells did you have to curtail production due to Magnolia 

prorationing? 

A That i s the only one. 

Q That is the only one? 

A Yes. 

Q How much liquid does that well make? 

A On a gas-oil ratio test taken October, 1957, i t made 15 

barrels of condensate for 1,094 MCF of gas, or a gas-oil ratio of 

72,933. Would you like the gravity on that condensate? 
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Q Yes. 

A I t has a gravity of 65.8,API gravity corrected. 

Q That well would only have to produce three million per day 

to produce more liquids than a normal unit allowable? 

A Yes, s i r . 

MR. UTZ: That's a l l . 

MR. NUTTER: Any further questions of Mr. Hoover? If not, 

he may be excused. 

(Witness excused.) 

MR. NUTTER: Does anyone have anything they wish to offer 

in this case? 

MR. MCCARTHY: Pat McCarthy with Permian Basin Pipeline 

Company* We had some testimony in support of the application in 

this case. However, the same testimony will be offered in the 

next two cases, so we would like to move that the direct testimony 

in the next two cases be heard f i r s t , and then we would like to 

incorporate i t . I'm sure the Applicants would agree to that. 

MR. CAMPBELL: I have a witness I would like to put on in 

this case. I would like to defer putting him on until I have hearc 

the testimony from those in support of the application. I have no 

objection to them handling this in some manner where that could be 

worked out. I wouldn't want to put the witness on until I heard 

what Permian had to say. 

— 

MR. COOLEY: Texas Company and Schermerhorn are representee 

here? 
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MR. WHITE: Yes. L. C. Whit*, appearing for The Texas Comp< 

MR. MOORE: Yes. 

MR. COOLEY: Your testimony is going to be applicable to 

al l three cases? 

MR. MCCARTHY: Yes. 

MR. COOLEY: There is no necessity of you hearing their 

testimony before you put on yours? 

MR. MCCARTHY: The way we have i t arranged, i t would work 

better. 

MR. COOLEY: Why not put on your testimony and incorporate 

i t in the other three cases? 

MR. WHITE: We have no objection as far as the Texas Comparjy 

is concerned to letting the cases be consolidated. 

MR. COOLEY: Is Schermerhorn agreeable to that? 

MR. MOORE: J. H. Moore from Hobbs. Yes, we would agree 

with that. 

MR. KASTLER: Gulf concurs with that motion. 

MR. COOLEY: Let the record show that Cases 1360, 1361, and 

1362 have been consolidated for the purposes of hearing only, and 

three separate cases will be written. 

I understand you have no objection to The Texas testimony 

and Schermerhorn and Permian and yourself? 

MR. NUTTER: We will proceed next with Case 1361. 

MR. COOLEY: Mr. Wade, are you the only witness? 

MR. WADE: Yes. 
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(Witness sworn.) 

HERBERT N. WADE 

called as a witness, having been f i r s t duly sworn, testified as 

follows: 

DIRECT EXAMINATION 

By MR. WHITE: 

Q Mr. Wade, will you state your full name, please? 

A Herbert N. Wade. 

Q By whom are you employed and in what capacity? 

A Texas Company as petroleum engineer. 

Q Are you familiar with the Texas Company's operations in the 

Eumont and Jalmat Gas Pools? 

A Yes, si r . 

Q Have you had occasion to make a study of the Texas Company' 

State "B" (NCT-2) Well No. 3 in the Jalmat Pool? 

A Yes, sir, I have. 

Q Have you made a similar study of the Texas Company's Riddel 

Well No. 2 in the Eumont Pool? 

A I have. 

(Texas Company's Exhibit No. 1 
marked for identification.) 

Q I direct your attention to the Applicant's Exhibit No. 1. 

Will you state what i t is and what i t is designed to show? 

A Exhibit No. 1 is a plat of the area in the vicinity of 

Texas Company's State HB" (NCT-2) lease upon which is shown the lealse 
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outlined in yellow. The lease is comprised of the northwest 

quarter of Section 16, Township 23 South, Range 36 East; the well 

in question. Well No. 3, is located in the northwest quarter of tha 

quarter section at Position MDtt. I would like to point out that th 

plat does not include any oil wells. This is strictly constructed 

to show the relative locations of gas wells in this vicinity. 

Q Before proceeding, Mr. Wade, have you previously testified 

before the Commission? 

A Yes, s i r , I have. 

MR. WHITE: Are Mr. Wade's qualifications acceptable? 

MR. NUTTER: They are. 

Q Proceed, please. 

A I think that covers i t . 

Q That covers Exhibit No. 1? 

A Covers Exhibit No. 1. 

Q In the course of your studies did you make any completion 

data on this particular well? 

A Yes, s i r , I have studied the completion information. This 

well was completed originally as an oil well on July 25, 1943. I t 

was plugged back to its present total depth of 3492 feet and perfor 

from 3305 to 3417 during remedial operations completed March 25, 

1955. 

Q Was i t completed as a gas well? 

A I t was completed at this time as a gas well. The perfora

tions were fracked and the well flowed 11,146 MCF per day on test 
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from the Yates Sand. This well will not enter the pipe line 

unassisted, and as a result was underproduced 324,578 MCF as of 

July 1, 1957, and was underproduced 403,854 MCF through November, 

1957. 

Q Do you have any data sheet showing the allowables and othei 

history of the well? 

(Texas Company*s Exhibit No. 2 
marked for identification.) 

A Yes, si r . What has been marked as Exhibit 2 is a data 

sheet which was prepared to show the monthly and daily allowables 

in MCF for the subject well during the two-year period from January, 

1956 through December of 1957. Also shown on the sheet is the 

result, or a summary of the result of an open flow potential test 

dated November 19, 1956, on f i l e with the Commission, from which 

was caldulated an open flow potential for the well of 2,325 MCF 

per day. By utilizing the information available from that test, 

I was able to extrapolate along the pressure volume curve and detei-

mine that if the pressure had been reduced to 400 pounds per square 

inch absolute, this well would have been able to produce 1400 MCF 

per day. In fact, one of the actual measurements,as is also indiccted 

on the data sheet taken during the test,at one of the points on the 

test indicated that the well was capable of producing 661 MCF per 

day at 481 pounds per square inch absolute. 

These test data indicate that the well, if proper facilities 

had been supplied, would have been able to produce its allowable. 
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I think that the test information, since the well has not been 

produced at a l l during this period, is s t i l l applicable, and I 

think the well would perform essentially as i t did on that Novembei 

•56, test. I t would be noted that just a reduction of approximate] 

twenty pounds below the approximate line pressure would have allowc 

this well to produce its allowable on, I believe i t was thirteen 

of the twenty-four months involved in this tabulation. 

Q Do you attribute the cumulative underproduction due to the 

fact that there was no compressor on the pipe line? 

A Yes, s i r . 

Q What are your recommendations to the Commission as a resull 

of these studies, Mr. Wade? 

A I recommend that this well be excluded from the cancellatic 

provision of Orders 520 and 836, and given an opportunity to make 

up its underproduction during a reasonable period of time, probably 

not to exceed one year. We would have no objection to reviewing 

this well's — or the progress on this well at the end of a six 

months period, if the Commission would so desire. 

Q Mr. Wade, what negotiations if any have you had with the 

Permian Basin Pipe Line in regard to taking up this cumulative 

underproduction? 

A We have had a constant period of negotiations with Permian 

Basin Pipe Line, commencing as early as January, 1956, as early as 

February of 19 — or as late as February, 1957, we were informed 

by Permian Basin that a study was under way to determine the 
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feasibility of installing compressor facilities to handle productic 

from this well, and as recently as June of 1957, through a letter 

to the Commission which is in the Commission's f i l e s , Permian Basir 

indicated that the compressor faci l i t i e s were to be installed, were 

on order, and that the underproduction would be reduced from this 

well as soon as those installations were completed. 

Q Has the compressor been installed as yet to your knowledge? 

A I t is my understanding that i t is installed and in operatic 

Q Does The Texas Company have any assurance that the under

production that has been accumulated will be purchased? 

(Texas Company*̂  Exhibit No. 3 
marked for identification.) 

A We have a letter which has been marked as Exhibit 3, dated 

November 11, 1957, to the Commission, to the attention of Mr. Porte 

from Mr. Rex Fowler, Manager of Gas Purchased Operations. 

Q Of the Permian Basin? 

A Of the Permian Basin Pipe Line Company, that I will read 

in part. "Permian Basin Pipeline Company is the purchaser of the 

gas produced from the subject well." Subject well being the State 

of New Mexico "B" NCT-2 Well No. 3. "Permian informs the Commissic 

that if the subject well is capable of producing in excess of its 

assigned allowable after the compression facilities referred to 

in The Texas Company letter are installed, Permian will endeavor 

to accept deliveries from the subject well in excess of the assign* 

allowable after January 1, 1958 so that the cumulative underproduc 
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w i l l be produced." 

MR. WHITE: I f the Cominission please, we have Exhibit 3, 

the original l e t t e r , and assuming i t w i l l be admitted at the proper 

time, we would lik e to substitute a Verifax copy of the orig i n a l . 

MR. NUTTER: That is acceptable. We can do that right now. 

(Texas Company's Exhibit No. 4 
marked for identification.) 

Q Directing your attention, Mr. Wade, to Texas Company 

Riddel No. 2 Well, is that portrayed by Exhibit 4, and i f so, w i l l 

you refer to Exhibit 4 and explain i t , please? 

A Yes, s i r . Exhibit 4 is a plat similar to the one prepared 

for the previous well, which indicates the Texas Company's Roy 

Riddel lease to be located in portions of Section 12, Township 21 

South, Range 36 East, and with specific attention drawn to Well No. 

2, the subject well, which is located in the northeast quarter of 

the northeast quarter of Section 12. The lease is outlined on the 

plat in yellow and again, the plat does not show any o i l wells. 

Q Will you give the Commission the benefit of any completion 

data that you may have on this well? 

A Yes, s i r . This well was completed June 1, 1955, as a Queen 

Sand gas producer from an open hole interval of 3530 to 3676 feet. 

I t was fracked and tested at 3,421 MCF per day. During a remedial 

operation ending March 12, 1957, the well was again fracked, this 

time with 20,000 gallons of o i l and one pound of sand per gallon. 

Prior to this operation, the well would not flow into the 425 pound s 
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per square inch line. Ninety days after the operation the well 

flowed at the rate of 321 MCF per day into this line. This well 

was underproduced 70,034 MCF as of July 1, 1957, and through 

November of 1957 was 98,433 MCF underproduced. 

(Texas Company's Exhibit No. 5 
marked for identification.) 

Q I ' l l have you refer to Exhibit No. 5, and ask you to state 

what that is and what the purpose of the exhibit is? 

A Exhibit No. 5 is a tabulation of monthly and daily allowabJ 

in MCF for the Riddel No. 2 for the two-year period from January, 

1956, through December, 1957. Also shown on this sheet are the 

results of two open flow potential tests. The f i r s t was taken 

September 8, 1956, and is on f i l e with the Commission; and i t showe 

a calculated open flow potential of 1,275 MCF per day with one 

actual measurement during the test at 499 pounds per square inch 

absolute showing the ability of the well to produce at that pressui 

of 1,057 MCF per day. Thus during a period of time from, say, 

January,'56, to December,'57.and probably some period beyond, basec 

on this test i t would be my belief that this well, if proper facilj 

ties had been available, would have been able to produce a l l of 

its allowable. 

The second open flow potential test was made by Permian 

Basin Pipe Line December 18, through 20th of 1957. On this test 

the calculated open flow potential was 1,720 MCF per day. By 

utilizing the extrapolation data with a pressure reduction to 450 
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pounds per square inch absolute* It was determined that the well 

could have been able to produce at that pressure 940 MCF per day. 

Thus from the March, 1957, date of fracking to this latest test, 

based on this test i t would be ray opinion that the well,with propei 

compressor facilities or with proper facilities to lower the well

head pressure, could have been able to produce its allowable* 

Q Do you have any recommendations to make to the Commission, 

based upon the studies of this well? 

A Yes, sir* I recommend that this well's Underproduction not 

be cancelled as would be required under Order 520 and 836, in ordez 

that i t can be given an opportunity to produce its underproduction; 

an extension of the non-cancellation provisions for a reasonable 

period of time, probably one year, is recommended. We would not 

object, again in this case, to a review of the progress on this wel 

at the completion of a six month interval, 

Q What is the basis for your recommendation that these wells 

be excluded from the cancellation provisions, and all other wells 

of The Texas Company be subject to such cancellations? 

A I think that the other underproduced wells operated by The 

Texas Company are in their underproduced condition primarily due to 

a lack of market* The damage to correlative rights incurred in 

these wells is offset to a large degree by the fact that most of 

the wells on Permian*s system are in the same condition, and are 

being treated in a similar manner. Also, these wells are for the 

most part producing their current allowables, and any cancelled 
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underproduction will be relatively small* However, the two wells 

in question are not producing their current allowables, even though 

they are capable of producing these allowables, and the under

production to be cancelled is very large, 

Q What will be the result with respect to these two wells, 

i f the application i s not granted, Mr. Wade? 

A If The Texas Company*s two wells are not given an opportune 

to produce this underproduction, and other wells in the vicinity 

continue to produce assigned current allowables, i t is inevitable 

that The Texas Company's correlative rights will be jeopardized. 

The allowable not produced by the company's wells, both of which 

are capable of producing these allowables with proper f a c i l i t i e s , 

will be reflected by reduced reservoir withdrawals and uncompensate 

drainage will occur, 

Q Mr, Wade, were Exhibits Nos, 1, 2, 3, 4, and 5 prepared by 

you or under your supervision? 

A Yes, s i r . 

MR. WHITE: At this time we move the admissibility of 

Exhibits 1 through 5 inclusive. 

MR. NUTTER: Without objection, Texas Company's Exhibits 

1 through 5 will be received. 

MR. WHITE: That concludes our direct examination. 

MR. NUTTER: Does anyone have any questions of Mr. Wade? 

MR. CAMPBELL: I do. 

MR. NUTTER: Mr. Campbell. 
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CROSS EXAMINATION 

Bv MR. CAMPBELL: 

Q Mr. Wade, as I understand you the Texas Corapany*s position 

is that the only basis upon which they feel that relief from the 

cancellation provisions i s justified i s in a situation where wells 

have been unable to produce because they have not had proper fa c i l i 

ties to produce into the line? 

A I think that that is one justification, i f the operator 

has been diligent in trying to get those f a c i l i t i e s . 

Q You may not be able to answer this question, however, you 

may be, and I am going to ask you. Do you know whether the contrac 

which The Texas Company has with the Permian Basin Pipe Line Compar 

requires them to reduce their line pressure to receive your gas 

down to a certain point or not? 

A I don't want to get too far into contracts, Mr. Campbell. 

I think our contract does have that provision. I f you have any 

detailed questions concerning — 

Q (Interrupting) No, that i s a l l I'm going to ask you. 

A Okay. 

Q Am I correct that this well in the Jalmat Gas Pool of your< 

has not produced a cubic foot of gas for the last 19 months? 

A I think that the last time i t produced — 

Q (interrupting) You had a small amount of production in 

June, 1956, and had none since then? 

A That's right. That is the last time i t produced. 
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Q The well has been consistently underproduced — 

A (interrupting) Yes,sir, 

Q — since the inception of prorationing, is that correct? 

A I'm not sure since the inception. 

Q Well, since i t started producing in October of 1954? 

A I think probably i t has. 

Q Have you made any study to determine what other wells, oth€ 

than The Texas Company wells in the Jalmat Gas Pool, might be suffe 

ing under the same handicap as your wells in the Jalmat Pool, with 

regard to being unable to buck the line pressure? 

A No, sir, I haven't made any study. I assume that if they 

had the same extenuating circumstances we did, they would be here. 

Q You don't know what percentage of the accumulated under

production as of June 30, 1957, could reasonably be attributed to 

wells which were unable to buck the line pressure? 

A No, sir, I don*t know that. 

Q Have you made any study to determine what the status of 

the offset gas units i s ; for instance, the Amerada unit,dd© you 

know whether i t has accumulated underproduction? 

A I can look. I have tried to determine. That well again 

is which one? 

Q The Amerada well to the east of your unit in the Jalmat 

Pool. I think i t is on Exhibit No. 1. It appears to be their 

Amerada JCT. 

A JCT No. 1. 
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Q There are only two wells on the unit, i t appears, I don't 

know which, 

A I believe that the JCT No, 1 is underproduced, or was under 

produced through November, 66,638 MCF. 

Q And No, 2 is likewise underproduced, is i t not? 

A Yes, s i r , 

MR. CAMPBELL: I believe that's a l l . 

MR. NUTTER: Any further questions of Mr. Wade? 

MR. COOLEY: Yes. 

MR. NUTTER: Mr. Cooley. 

BY MR. COOLEY: 

Q Mr, Wade, Ifm sure you are aware that our New Mexico Oil 

Conservation Commission rules and regulations define a marginal 

well as a well which is not capable of producing its allowable? 

A Yes, s i r . 

Q Now, especially with reference to gas wells, speaking of 

producibility and deliverability of a well has very l i t t l e meaning 

unless you know what pressure you are producing against, is that 

not true? 

A That is true. 

Q Then would you say i t would be a fair assessment of the 

definition of a marginal well i f i t would not produce its allowable 

against the line pressures into the line in which i t is connected? 

A I believe also at this time we are determining that a well 

cannot be classified as a marginal i f i t produced i t s allowable 
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during any one month, 

Q This one hasn't produced anything for 19 months? 

A You are talking about State "B", However, the reason i t 

was not classified as marginal is because The Texas Company and 

Permian Basin* Pipe Line requested that the Commission not classify 

i t as marginal because compressor faci l i t i e s were to be installed 

to allow i t to produce. 

Q The Commission, I realize that, has deferred classification 

on this well. I f you say the line pressure is not the pressure 

against which non-marginal may serve a well should be determined, 

what pressure would i t be? If producibility means nothing until 

you say against what? 

A I think that would have to be the basis for i t . 

Q This well has, the NCT>2 No. 3 has been unable to produce 

anything against the line pressure? 

A Yes, s i r , that's right. 

Q For the last 19 months? 

A That's right. 

Q Wouldn't i t seem to you then that that well has been in 

fact marginal during that period? 

A I t possibly by that strict determination has, but I think 

that there are extenuating circumstances which would remove i t 

from that category, due to the fact that we had indications that 

i t would not remain in that category very long. 

Q Is i t not also true that any well that is unable to buck 
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the line pressure could by the installation of a compressor then 

be able to produce gas into that system? 

A Not necessarily. 

Q Wouldn't a great majority of them? 

A Probably. 

Q And a great majority of the wells under which underage is 

going to be cancelled as of January 1, 1958? 

A That could possibly be, I don't know what the circumstances 

are surrounding the particular wells in question. 

Q Then possibly the only difference between this well and 

other wells in the Jalmat and Eumont Pool which have evident inabii 

to buck the line pressures in that area, is that in this case your 

company or Permian Basin Pipe Line, or whoever is putting out the 

money for i t , feels that i t is economically justified to install 

compressors, in this case? 

A Essentially that's correct, and also — 

Q (interrupting) Ideally i t would be to have a compressor 

for every well that couldn't buck the line pressure? 

A I think each one would have to stand on their own as to 

whether or not the correlative rights are going to be damaged with

out i t . 

Q Any well that fails to produce its allowable that could, 

by the installation of some facility, be able to produce that, 

might conceivably be considered as having its correlative rights 

violated? 
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A That's right. 

Q This situation is not too different froa many situations 

in the pool? 

A Except we are bringing i t out. 

Q That you are prepared to install compressors is the big 

difference? 

A Yes. 

Q During the past 19 months, it has been incapable of pro

ducing its allowable or any gas? 

A Into the line pressure as it existed, yes. 

Q Then considering the producing characteristics of these 

wells, they have had the same opportunity as far as a purchaser is 

concerned, as far as the Commission is concerned, to produce their 

allowables, as any other well in these pools, is that not true? 

If the well just wouldn't produce i t , i t hasn't been denied the 

opportunity, i t is just the inability of the well? 

A We feel like that it's been denied unjustifiably the 

opportunity to produce its allowable. 

Q By whom? 

A Not by the Commission. 

Q By the purchaser? 

A We think that they should have,these compressor facilities 

should have been installed, and we feel like that we have acted 

as diligently as possible to see that they were installed. 

Q I'm completely ignorant. Is the practice for the purchaser 
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A I wouldn't say i t is the practice. I t is in some instances!, 

Q In this particular instance, is Permian installing the com

pressor? 

A Yes, s i r , 

Q Is the Riddel No, 2 presently producing any gas? 

A Yes, s i r , 

Q Is i t making its allowable now? 

A No, s i r , 

Q How long has i t been since i t has made itsaallowable? 

A I t last made i t in July. 

Q Of «57? 

A Yes, s i r , 

Q And prior to that, how long — let's say in the last two 

years, how many months during the last two years did i t make its 

allowable? 

A I think May, June and July. 

Q Of 1957? 

A Yes, s i r , 

Q And not at a l l during 1956? 

A I think not. 

MR. NUTTER: At this point, Mr. Wade, I wonder, i f you 

don't have the tabulation here with you today, I wonder i f you woû d 

furnish us a tabulation of each of these wells' production by 

months from 1955 to date; and also the status of the well at each 
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one of those months. I t is that status as to whether they are 

overproduced or underproduced, and the number of producing days 

that the well produced, and also i f there were any months that 

there was an abnormally low production, we would appreciate an 

explanation of why that production was low during that month, 

A All right, s i r , 

MR. COOLEYi I believe that's a l l * Thank you, Mr. Wade. 

MR. NUTTER: Does anyone have any further questions of Mr. 

Wade? 

MR* WHITE: I have one more* 

MR. NUTTER: Mr, White. 

REDIRECT EXAMINATION 

By MR. WHITE: 

Q Mr. Wade, in regard to your State "B" well, had a compressc 

been installed 19 months ago, is i t your opinion that that well 

would have been capable of meeting i t s f u l l daily allowable? 

A Oh, yes. 

Q Is i t your opinion that with a compressor installed, that 

the well can make it s current allowable and make up the accumulate 

underproduction? 

A Yes, sir * 

Q Is your opinion the same as to the other subject well, the 

Riddel well? 

A Yes, s i r , 

MR, WHITE: I believe that's a l l we have. 
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MR. CAMPBELL: May I ask a question arising out of that? 

MR. NUTTER: Mr. Campbell. 

RECROSS EXAMINATION 

Bv MR. CAMPBELL: 

Q Have you calculated. Mr. Wade, how much production you will 

have to get from that well next year to make up this accumulated 

underproduction, plus a normal unit allowable? 

A I have made a calculation. Would you like to give me ao 

normal unit allowable? 

Q Do you think that probably for the year two hundred, two 

hundred fifty million is pretty conservative? 

A I f you will accept the one I have chosen. 

Q What is i t ? 

A We're talking about which well now? 

Q The Jalmat well. 

A I made the calculation in this way. I averaged the allow

able, the daily allowable as shown on Exhibit 2 for the two-year 

period, and I arrived at an average allowable of 630 MCF per day. 

To that arbitrarily I adddd a five percent increase in demand, or 

to come up with a unit allowable of 661 MCF per day. My calcula

tions, utilizing the information on our open flow potential test 

and extrapolating again on the curve, I arrived at the ability of 

the well to produce at 100 pounds per square inch gauge pressure 

of 1870 MCF per day. The underproduction, as of 12-1-57 was 

403,854. The allowable for December, 1957, is 21,052. The under-
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production as of 1-1-58 will be, or should be 424,906 MCF, 

I have subtracted the 661 MCF per day allowable from the 

1870 MCF per day capacity, and I have arrived at 1,209 MCF per day 

producing capacity available for reducing underage, I have divided 

the 1,209 MCF per day available capacity into the underproduction 

as of 1-1-58, and I arrived at 352 days, 

Q You mean the underproduction as of June 30, 1957, don't you 

A I didn't do i t on that basis, I'm trying to reduce a l l 

underproduction, 

Q Were you seeking here to get relief in advance — you are 

calculating that into your next year's production, i s that true? 

A Yes, s i r , 

Q Is the total production approximately, on that calculation 

would run in the vicinity of 650 million, wouldn't i t , for the year 

approximately? 

A I ' l l accept i t , 

Q Do you know of any well in the Jalmat Pool that is producir 

that amount of gas? 

A No, si r , I don't know that they aren't, 

Q Are you satisfied that this well, based upon its previous 

production history, can do that? 

A I think i t can, 

Q Without waste? 

A Yes, s i r , 

Q Without abuse of anybody else's correlative rights? 
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A Yes, s i r . I don't see how we can abuse anybody's correlati 

rights with this well. 

MR* CAMPBELL: That's a l l . 

MR. NUTTER: Mr. Wade, your application for both of these 

wells is for a one-year period of time in which to make — 

A (Interrupting) Our application did not indicate an exact 

period of time. 

MR. NUTTER: In your testimony you mentioned a year? 

A Yes, s i r , I did. The application did not, is what I was 

going to say. We are asking that this — I think that the reason

able period of time in which to make up this underproduction will 

be one year, subject, of course, to review i f the Commission would 

like to at the expiration of six months. 

MR. NUTTER: Mr. Kastler,here? 

MR. KASTLER: Yes. 

MR. NUTTER: Did you state in your case, Mr. Kastler, the 

length of time that you were requesting for an extension of time? 

MR. KASTLER: I don't believe we did. We did, i t was six 

months.« 

MR. NUTTER: Six months? 

MR. KASTLER: Yes, s i r . 

MR. NUTTER: Does anyone have any further questions of Mr. 

Wade? If not, he may be excused. 

(Witness excused.) 

Does anyone have anything further they wish to offer in 
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Case 1361? If not, we will proceed to Case 1362, 

MR. MCCARTHY: I t i s understood that our testimony will go 

to a l l three cases. 

MR. MOORE: Mr. Examiner, I would like you to swear me as 

a witness, please. 

(Witness sworn,) 

J. H. MOORE 

a witness, of lawful age, haying been f i r s t duly sworn on oath, 

testified as follows: 

DIRECT EXAMINATION 

MR. NUTTER: State your name and position, please. 

A My name is J. H. Moore, I work for Schermerhorn Oil Corpora

tion. I have charge of Lea County, New Mexico, 

MR. NUTTER: Speak up as much as you can, Mr. Moore. 

A Okay. The application here by Schermerhorn is for one well, 

that being the Gulf-State No. 1 well, which is located in the south

east southwest of Section 31, Township 18 South, Range 37 East. 

This well is in the Eumont Field. 

MR. NUTTER: Mr. Moore, let me interrupt you at this point. 

Have you ever testified before this Commission as an expert witness 

prior to this time? 

A Yes, I have. 

MR. NUTTER: Were your qualifications accepted? 

A Yes, sir, they were. 

MR. NUTTER: Your qualifications are acceptable. The witness 
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may proceed* 

A This well was completed as a single unit or single phase 

gas well on an eighty acre unit* I t has been assigned one-half 

unit allowable since completion* During the past 19 months, i t has 

accumulated, i t has an underproduction subject to cancellation of 

16 million cubic feet. The well is a non-marginal well* I t is 

capable of producing in excess of its allowable,during several mont 

recently i t has produced in excess of the allowable* During three 

months of the past most recent 19 month period, during three months 

i t had no production at a l l . In two months i t had less than one 

hundred thousand MCF, I would like to submit Exhibit No. 1, which 

is a test made on this well, 

(Schermerhorn*s Exhibit No, 1 
marked for identification,) 

This is a 168 hour test, which was made December 5th to 

12th* This test was made by engineers working for Permian Basin 

Pipe Line Company. This test shows that at 100 pounds deliverabili 

the flow rate, the deliverability is 584 MCF per day. On a 30-day 

month, the flow or the deliverability then, at 100 pounds, would 

be seventeen million five twenty* This well i s at the present time 

is capable of producing the allowable. I t is not capable of making 

up the back allowable, unless a compressor is installed, and at 

the time a compressor is installed, i t will make about two and a 

half times the present allowable; so that i t should be able to make 

up the allowable in a short time. 
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I believe that that's a l l that I have to offer. That i s 

the Exhibit No. 1 for this case. 

MR. NUTTER: Did you have anything further? 

A No. 

MR. NUTTER: Does anyone have any questions of Mr. Moore? 

Mr. Cooley. 

CROSS EXAMINATION 

Bv MR. COOLEY: 

Q Mr. Moore, you say that the exhibit was not prepared by 

you or under your supervision? 

A The test was made by Permian Basin engineers, and we had a 

production man witness the test. 

Q I t is true and correct to the best of your knowledge? 

A That is correct. 

MR. NUTTER: You are offering this as your exhibit? 

A That's right. 

MR. NUTTER: Without objection, Schermerhorn*s Exhibit No. 

1 will be received in evidence. Does anyone have any questions of 

Mr. Moore? Mr. Campbell. 

Bv MR. CAMPBELL: 

Q Your well is in the Eumont Gas Pool? 

A Yes. 

MR. CAMPBELL* DO I understand that the cases have been 

consolidated for the purposes of the hearing, and that the testimor 

will be applicable in a l l three cases? 
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MR. NUTTERi Yes. 

MR. CAMPBELL: No further questions. 

MR. NUTTER: Mr. Cooley. 

Bv MR. CUOLEY: 

Q In your opinion, Mr. Moore, what is the cause or causes foi 

the present underproduced underage for the subject well? 

A I think the fact that for three months during the past 19 

there was no production, and two months there was less than 100 MCI 

for the month, and that is the main reason for the underproduction 

in this particular well* 

Q What period or what proration period was that in? 

A For October, 1956, there was no production; November, ,56 

there was 96 MCF for the month, that was a l l . In December of *56 

there was none. For January, *57 there was no production. For 

February, '57, I am sorry, that is January, '57, there was no 

production; for February, '57, there was 63 MCF for the month, that 

was total. For March the production was 11,928 MCF. 

The well, during the past, let's say the four most recent 

months that we have here, let's say for August, September and 

October,the well produced approximately the allowable, just a l i t t l 

bit more than the allowable. 

Q Well, sir, obviously the cause i s not producibility of the 

well, or deliverability of the well, but rather attributable to 

some other cause? 

A That is correct. 
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Q Do you know why there were low takes during October, Noveib 
December, of ,56, and January and February of *57? 

A I imagine that i t was a market condition, and the Permian 

Basin elected not to produce the well during those times and expect 

to make i t up at a later date. The well is not capable of making 

much more than the allowable, so they have not been able to make i t 

up, 

Q The deliverability of the well is against the line pressure 

i t does not have a compressor now? 

A I t does not, 

Q The deliverability of the well against the line pressure 

is right at allowables? 

A That is correct, 

Q Consequently i t can't make up any? 

A That is correct. The Permian Basin plans to install a 

compressor for the wells in this area, 

Q Do you have any assurance from Permian Basin or any other 

gas purchaser that there will be a market for this gas, this undera 

A Yes, we have had correspondence with Permian Basin Pipe 

Line Company, and they have indicated that they plan to install 

compressor facilities for wells in this general vicinity, 

Q You misunderstand my question. The compressor would not 

increase the market, I am speaking about the market for gas which 

has been the problem concerning or confronting Permian Basin Pipe 

Line for some time. Do you have any assurance from Permian Basin 
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that there will be any increased market, or that the situation 

that occurred i n October, November, December, January and February 

w i l l not reoccur? 

A I have had no direct indication of the future market, othei 

than correspondence with Permian Basin Pipe Line indicating, or 

that they are i n agreement with our asking for a non-cancellation 

of this back allowable. That i s the only indication that I have, 

MR. COOLEY: Thank you very much, 

MR. NUTTER: Mr. Moore, would you furnish us a tabulation 

of the production each month for this Gulf State Well No, 1 of 

yours, from January, 1955, to date, together with the number of da\s 

per month that the well produced and the current status of the well 

at the end of each month; and also i f there were any low months 

of production that are obviously outldf line with the rest of the 

months, an explanation of why the takes were low during those months? 

A I can say now there was no mechanical cause for them and — 

would that be from January — 

MR. NUTTER: 1955, to date. 

A January, 1955. Yes, I ' l l furnish you that, to you, 

MR. NUTTER: Does anyone have any further questions of Mr. 

Moore? I f not, he may be excused. 

(Witness excused.) 

Does anyone have any testimony now that they wish to offer 

in Case 1360 through 1362? 

MR. MCCARTHY: Yes, s i r . 
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MR. NUTTER: Mr. Moore, for the sake of the record, would 

you state how long your request is for an extension of time, or 
how long a period of time you are asking this extension to be 

granted for? 

MR, MOORE: The time would depend on the installation of 

a compressor, and I understand i t would be about three months for 

that, so I would say a year. 

MR. NUTTER: A one-year extension of time. Thank you. 

MR. COOLEY: Go ahead and make your appearances. 

MR. MCCARTHY: Pat McCarthy, Permian Basin Pipe Line Compar 

MR. COOLEY: How many witnesses? 

MR. MCCARTHY: Just Mr. Tribble. 

(Witness sworn.) 

GASTON L. TRIBBLE. 

called as a witness, having been f i r s t duly sworn on oath, 

testified as follows: 

DIRECT EXAMINATION 

BY MR. MCCARTHY: 

A Gaston L. Tribble, Omaha, Nebraska. 

Q By whom are you employed? 

A Northern Natural Gas Company and Permian Basin Pipe Line 

Company. 

Q What is the relationship, i f any, between these two compani 

A Northern owns approximately ninety percent of the stock of 

Permian. 
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Q How long have you been employed by these companies? 

A Since September, 1950, 

Q Will you please give a general statement of your educationa 

background? 

A I received a Bachelor of Science Degree in Petroleum Engine 

ing from Texas Technological College in 1950. 

Q Will you explain generally the nature of your employment 

for Northern Natural Gas Company and Permian Basin Pipe Line Compari 

A The f i r s t two years I was employed as a well operator by 

Northern in the Texas Panhandle Field and the Hugoton Field. Aftei 

that I was employed by Northern Natural Gas Producing Company, whic 

is a subsidiary of Northern Natural Gas Company, for approximately 

one year as an o i l scout in the Amarillo, Texas, District Office. 

From September, 1953, to September, 1956, I was employed as Product 

Engineer for Northern Natural Gas Company and Permian Basin Pipe 

Line Company in Omaha. Since that time I have been employed as 

Assistant Manager of Gas Purchased Operations for both companies. 

Q Will you describe in a l i t t l e more detail the duties and 

responsibilities of your present job? 

A My principle duties are the administration of our gas pur

chase contracts; included within that is the supervision over makir 

nominations to the several State Commissions and the allocation of 

gas to our various sources of supply and to the individual wells 

within the sources of supply. The allocations of our gas require

ments are made in accordance with contract provisions and State 
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Rules, Regulations and Orders. In order to make these allocations, 

a knowledge of the over or under production status of the individua|l 

wells and the ability of each to produce is necessary. 

Q Are you a member of any professional societies or organiza

tions? 

A I am a member of the American Institute of Mining, Metallur)-

gical and Petroleum Engineers, and a member of the Independent 

Natural Gas Association of America, and the American Gas Associatiojn, 

Q Have you ever worked on any industrial committee organized 

either by this Commission or any other State or Federal Commission? 

A Yes, I served on an industry committee, appointed by this 

Commission, to standardize the testing of gas wells in the State of 

New Mexico. I am now serving on an industry committee, appointed 

by the Kansas Corporation Commission, to standardize gas well testijng 

in the State of Kansas. I'm also serving on the Engineering 

Subcommittee of the Interstate Oil Compact Commission to standardize 

gas well testing in the various states. 

MR. MCCARTHY: Are the witness's qualifications satisfactory? 

MR. NUTTER: They are. You may proceed. 

Q Mr. Tribble, will you give a general statement as to 

Permian*s operations in Lea County, New Mexico? 

A Permian Basin Pipe Line Company is engaged in the purchase, 

gathering, compression, processing, transmission and sale of naturajl 

gas. Our gas supply originates in West Texas and Southeast New 

Mexico. Permian commenced operations in Lea County in late Decembejr, 
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1953, at which time we were connected to approximately 16 wells. 

Most of the gas that Permian purchases i n Lea County is produced 

from the Eumont, Jalmat, Blinebry and Tubb Gas Pools. Permian-

is presently connected to approximately 338 wells, holding 388 

proration units located i n prorated pools i n Lea County. In additi 

we are connected to 15 nonprorated wells and two gasoline plants. 

We purchase gas in New Mexico under the terms of 37 gas purchase 

contracts covering i n excess of 86,000 acres. The recoverable 

gas reserves covered by those contracts have been estimated at 

1.4 t r i l l i o n cubic feet. Permian's investment i n Lea County, New 

Mexico, in processing, gathering, transmission and related f a c i l i t i 

is in the order of $19,000,000. During the 12-month period ending 

November 30, 1957, Permian purchased approximately 60.4 b i l l i o n 

cubic feet of gas produced i n New Mexico. Permian paid the pro

ducers of that gas approximately $6,000,000. 

Q Mr. Tribble, you have stated that Permian commenced operati 

in Lea County i n December of 1953, is that correct? 

A Yes, s i r . 

Q At what time did the Commission order proration into effect 

i n Lea County? 

A January 1st, 1954. 

Q Wil l you outline Permian's operation under the Commission's 

proration rules after January 1, 1954? 

A In January, 1954, at the beginning of proration, Permian 

had 46 wells connected to i t s system. At the middle of 1955, Permi 
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was connected to 214 wells. During that 18-raonth period, Permian 

was almost continuously overproduced, as our requirements for gas 

exceeded the allowables assigned. 

Q Wi l l you continue on and give the status of wells connectec 

to Permian*s system as of June 30, 1956? 

A The number of wells connected to Permian*s system increasec 

to 283 wells by the end of June, 1956. These wells carried a cumul 

tive net underproduction of approximately 10 b i l l i o n cubic feet. 

For this period of time the allowable granted to these wells was 

substantially i n excess of our market requirements. 

Q What was the status of the wells connected to Permian's 

system as of December 31, 1957? 

A Permian*s connections are carrying approximately 5.4 b i l l i o 

cubic feet of net underproduction. Of this amount, 3.3 b i l l i o n 

cubic feet i s attributable to wells which are not capable of pro

ducing such underage, leaving a balance of only 2.1 b i l l i o n cubic 

feet that may be considered producible. 

Q How much underproduction attributable to Permian*s connec

tions was subject to cancellation on December 31, 1957? 

A About 3.7 b i l l i o n cubic feet, which includes 736 million 

cubic feet of underproduction involved i n these applications. 

Q Mr. Tribble, to your knowledge, has this Commission ever 

ordered cancellation of underproduction, or required overproduced 

wells to be shut in? 

A I t is my recollection that early in the history of proratio 
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the Commission did cancel some underage*, but shortly thereafter 

reinstated them, so in answer to your question, I will say that 

the end result has been no cancellation of underages to date, and 

so far as I know, no wells have been ordered shut in* My answer 

has excluded any reference to marginal wells* Of course, when a 

well is classified "marginal", whatever underage i t was carrying 

at that time is cancelled* 

Q Mr* Tribble, have you prepared a map showing Permian*s 

pipeline, gathering and processing facilities located in Lea County 

New Mexico? 

A Yes, sir* 

(Permian*s Exhibit No* 1 
marked for identification,) 

Q Will you please point out on Exhibit No* 1 the location of 

Permian*s Hobbs Gasoline Plant? 

A Yes, sir* It*s located in Section 6, Township 19, Range 37 

and is shown on this exhibit in green* 

Q Has the capacity of the Hobbs Gasoline Plant been increased 

recently? 

A Yes, sir* I t was increased from 150 million cubic feet per 

day to 200 million cubic feet per day of residue gas in April of 

1957* 

Q What was the approximate cost to Permian of increasing the 

capacity of the Hobbs Gasoline Plant from 150 million cubic feet 

per day to 200 million cubic feet per day? 
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A About $1,825,000. 

Q Has Permian also during the past year been in the proeess 

of installing compression facilities in its gathering system in 

Lea County, New Mexico? 

A Yes. 

Q Would you please locate those facilities on Exhibit No. 1 

which are designed to serve a number of wells, including certain of 

those involved in these applications? 

A For the sake of convenience, we have designated these 

facilities by blocks, using a letter of the alphabet to differentia 

between them. These are shown on Exhibit No. 1 in red. The Block 

A compression facilities are located in Section 30, Township 21, 

Range 37. Block B — the facilities in Block A consist of one unit 

rated at 440 horsepower. Block B compression facilities are locate 

in Section 19, Township 23, Range 37. The facilities consist of on 

unit rated at 660 horsepower. Block C compression facilities are 

located in Section 31, Township 23, Range 37. The facilities 

consist of one unit rated at 660 horsepower. The Block D compressi 

facilities are located in Section 29, Township 24, Range 37. The 

facilities consist of one unit rate'd at 440 horsepower. Block E 

compression facilities are located in Section 17, Township 25, 

Range 37. The facilities consist of one unit rated at 330 horse

power. The Block F compression facilities are located in Section 

32, Township 25, Range 37. The facilities consist of one unit 

rated at 330 horsepower. Block G compression facilities are locate 
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in Section 5, Township 19, Range 37# The facilities consist of 

two units rated at 330 horsepower each, 

Q Do you know the approximate cost to Permian of the compress 

and related facilities which you have located on Exhibit No, 1? 

A Approximately $1,000,000. 

Q You have given us the rated horsepower of these compressior 

f a c i l i t i e s . What were such faci l i t i e s designed to do in the way 

of reducing line pressure? 

A These fac i l i t i e s were designed to enable each well to 

produce its allowable at 100 pounds per square inch wellhead flowir 

pressure, 

Q Will you please give the approximate date on which these 

new compression fac i l i t i e s either went into operation or will go 

into operation? 

A Block A compressor was completed and went on the line Janua 

2, 1958, The Block B, Block C, and Block D compressors are complet 

and are scheduled to go on the line today, weather permitting. 

Block E and F compressors are scheduled for completion January 12, 

1958. The delay of these last two compressors was occasioned by 

the fact that the manufacturer shipped such engines with the wrong 

size connecting rods and they had to be replaced, Bloek G compres

sion facilities have been designed and the materials have been 

ordered. Delivery of the materials is expected about March 1, 1956 

The completion of these fa c i l i t i e s i s scheduled for April 1st, 

Q Will you please t e l l us what preliminary studies and con-
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siderations are required before a conpany can prudently invest in 

compression facilities for its gathering system? 

A First, a reserve study must be made to determine the remain 

recoverable gas reserves. The past pressure and production history 

of the well or wells i s reviewed. Then i t is determined i f the 

installation of compression fa c i l i t i e s i s economically feasible by 

comparing the remaining recoverable reserves and the cost of the 

fa c i l i t i e s . 

After i t has been determined that compression is feasible, 

well performance tests must be taken for the purpose of compressor 

design. These tests indicate what the suction pressure, or pipelin 

pressure, must be for the well or wells to produce at the allowable 

rate. 

From this information, a compressor unit is designed. Such 

factors as operating suction and discharge pressures, inlet and 

outlet gas temperatures, single or multi-stage compressors, and 

so forth, are also considered. 

After the design has been completed, the materials are 

ordered and a compressor site is leased or purchased. Right-of-way 

must be optioned for the changes required in the gathering system. 

Upon receipt of the materials, the project is constructed, 

I believe i t is evident that considerable time is required to com

plete such a project, 

Q Is i t your opinion that under these circumstances, Permian 

has proceeded with reasonable diligence in installing compression 
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facilities in its Lea County gathering system? 

A Yes, under the circumstances, I baliwve i t has. After havi 

installed three wellhead compressor units in Lea County, we conduct 

a survey in February, 1957 of the wells connected to the south 

end of this system where the reservoir pressure is the lowest. It 

was apparent from this survey that a number of wells scattered over̂  

the southern end of our system either required compression at that 

time or would require compression in the near future. The first 

three wellhead compressors had cost approximately $16,000 each to 

install. It was obvious that we must make a decision whether to 

install a number of wellhead compressors or locate a larger compres 

to serve a number of wells or a "block" of wells. A series ©f 

performance tests were taken on all of the wells in question to 

determine their ability to produce against our present line pressui 

over an extended period of time. The smaller wells were tested 

to the atmosphere to determine their ability to produce at lower 

wellhead pressures. After consideration of the remaining recoverak 

reserves, comparison of costs of the small compressor units and 

larger compressor units, and other operating factors, the decision 

to install "block" type compressors was made. 

It requires from 60 to 90 days to receive compressor units 

after they are ordered. Construction of the compressor units 

usually require 30 days to complete. Extensive changes in our 

gathering system were required to connect the groups of wells to th 

compressor units. 

ng 

ad 

sor 

e 

le 

e 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



71 

When consideration is given to the amount of work required 

in studying the reserves, testing the wells, designing the compress 

units, redesigning the gathering system, and constructing the com

pressors and pipeline, I believe Permian has proceeded with reasona 

diligence in installing compression fa c i l i t i e s in its Lea County 

gathering system. 

Q Will these compression fa c i l i t i e s enable Permian to take 

the underproduction attributable to those wells of Applicants which 

are capable of producing such underproduction, during the time re

quested by the Applicants herein? 

A Yes, s i r . 

Q How many wells connected to Permian's system, having under

production subject to cancellation, are involved in the application 

herein? 

A Eight wells. 

Q In your opinion, are these wells capable of producing their 

allowable? 

A Yes, s i r , 

Q You have heard the testimony of the operators here today 

with respect to the deliverability of the wells filed on in these 

cases. Are you generally in agreement with such testimony con

cerning the deliverability of these wells? 

A Yes, s i r . 

Q Mr. Tribble, does Permian have a market for the underproduc 

tion attributable to the eight wells in these cases? 
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A Yes, it does, 

Q Is Permian willing and able t© take the underproduction 

attributable to the eight wells during the period of time requestec 

by the Applicants herein? 

A Yes, sir, 

Q In your opinion, should the underproduction on these eight 

wells be cancelled? 

A No, sir, 

Q Will you please give your reasons why? 

A There are several reasons why I believe the underproductior 

attributable to these wells should not be cancelled. 

First of a l l , since the wells are capable of producing such 

underage and Permian is willing and able to take i t , all that is 

required is a little time in which to make it up. And we really 

are talking about a "little time*' when we consider that this field 

has been producing gas for at least twenty years and will continue 

to produce for at least that much longer. So i t seems to me to 

be inequitable to deprive these wells of their proper share of pro

duction when the rights of everyone can be secured by the Commissic 

granting a short extension of time. 

Secondly, the non-cancellation of underage will not be 

conducive to waste nor will i t affect the correlative rights of oth 

producers. The only rights affected by either cancellation or 

non-cancellation of underages in this case are the rights of the 

Applicants and Permian, This is an entirely different matter than 
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the case of shutting in wells for overproduction, In an over
production situation, a wall has withdrawn more than its proportior 
share of the gas reserves i n the pool, and unless restricted, w i l l 

deprive another well or wells of such production* In the case of 

underages, however, the underproduced well has not deprived any 

other well i n securing i t s f a i r share of the reserves* On the 

contrary, the underproduced well may suffer detriment merely by 

reason of the fact of i t s underproduction. I f , in addition to this 

the well's accrued allowable i s cancelled, then i t seems to me the 

cancellation is in the nature of a penalty* I think a well should 

be given every opportunity to produce i t s f a i r share of the reserve 

in the f i e l d and that only in extreme cases should cancellation of 

underproduction be ordered. 

Thirdly, underage should not be cancelled solely for the 

purpose of enforcing the Commission's rules regarding prorationing. 

And i t seems to me that is a l l that would be accomplished by can

celling underages i n this case* Where the parties make a good 

f a i t h , diligent attempt to make up the underproduction, and a 

proper showing is made, as they have here, and a l l that is required 

i s a l i t t l e more time, I believe the Commission should not invoke 

the cancellation provisions of i t s Rules, especially where the 

rights of other parties are not affected, I am not saying that 

underages should never be cancelled* Certainly there are some 

situation, as, for example, in the case of marginal wells, where 

cancellation of underage is proper. But, generally speaking, I t h i 
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that underage should be cancelled only in those cases where the 

wells are incapable ol producing it* 

Q Do you have before you a copy of the Rules and Regulations 

of the New Mexico Oil Conservation Commission? 

A Yes, s i r . 

Q Will you please read paragraph (b) of RUle I of such Rules 

and Regulations? 

A "The Commission may grant exceptions to these rules after 

notice and hearing, when the granting of such exceptions will not 

result in waste but will protect correlative rights or prevent 

undue hardship*" 

Q Mr* Tribble, in your opinion will the granting of the 

Applications herein result in waste? 

A No, the granting of these Applications will do nothing 

more than permit the wells to produce the allowables previously 

assigned* The Commission obviously did not think i t would cause 

waste to produce these allowables when they were assigned* I t must 

follow, therefore, that no waste will result from permitting these 

wells to produce these allowables during the next few months* 

Q In your opinion will the granting of the Applications here

in protect correlative rights? 

A Yes, s i r , i t w i l l * Correlative rights, i f I may paraphrase 

the statutory definition, means the opportunity afforded to the 

owner of each property in a pool to produce his fair proportion of 

the gas in such pool* Full protection of correlative rights requii es 
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that each well produce its allowables, no more - no less. I t then 

follows that if some wells do not produce their allowables while 

other wells do produce their allowables or more, withdrawals have 

been disproportionate and correlative rights have been damaged. 

The Commission's rules restricting overproduction and requiring 

shut-in of wells do control disproportionate withdrawals and thus 

protect correlative rights. Cancellation of underage does not 

control disproportionate withdrawals. In fact, cancellation of 

underage fosters disproportionate withdrawals in that the underages 

cancelled is reallocated and may be produced in large part from 

wells not suffering cancellation. Therefore, in order to fully 

protect the rights of the parties herein, the applications should 

be granted, 

Q In your opinion will the granting of the Applications herei 

prevent undue hardship? 

A Yes, Unless the applications are granted, the wells involv 

in these applications will not be permitted to produce allowables 

previously assigned to them by the Commission, By being denied 

such production, the owners of such wells will be deprived of a sub 

stantial amount of income which they would have otherwise received. 

The granting of the applications w i l l , therefore, permit the owners 

of these wells to receive income for gas which the Commission has 

previously given authority to produce, 

Q Is i t your recommendation that the applications herein be 

granted? 
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A Yes, s i r . 

MR. MCCARTHY: I would like to offer in evidence Permian*s 

Exhibit No. 1. 

MR. NUTTER: Without objection the exhibit wil l be receivec 

in evidence. 

MR. MCCARTHY: That*s a l l we have. 

MR. NUTTER: Does anyone have any questions of Mr. Tribble' 

Mr. Campbell. 

CROSS EXAMINATION 

Bv MR. CAMPBELL: 

Q Mr. Tribble, when did you construct the Hobbs Gasoline Plar 

A I t was completed in about December of 1953. 

Q What was it s capacity at that time? 

A I t was 150 million cubic feet per day of residue gas. 

Q Did Permian not come to the Commission in, oh, May or 

June of 1956 and request that the cancellation provisions be waivec 

for that particular period? 

A Yes, s i r . 

Q Were you present when that appearance was made? 

A Yes, s i r . 

Q Was the Commission not then advised that you were in the 

process of enlarging your available fa c i l i t i e s at Hobbs to receive 

additional gas? 

A Yes, s i r . 

Q Has that just been completed? 
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1 Io, k I testified tilt tb (idlitii! it into KM-
tion in April. 1957* 

Q At that time, i t is my recollection that Permian advised 

the Commission that they should have those facilities available 

by the f i r s t of the year of 1957, and that they would be able to 

pick up the underage immediately thereafter or at that time, is 

that not correct? 

A Yes, s i r . 

Q You obtain r! gas from other sources,don't you, other than 

Lea County? 

A Yes, si r , we do. 

Q You obtain a considerable amount of gas from West Texas, 

do you not? 

A Yes, sir* 

Q You have been increasing your purchases of West Texas gas 

recently, have you not? 

A Yes, s i r . 

Q How can the Commission be assured that your purchases are 

going to, in the future, increase for New Mexico gas, when you 

have other sources to consider? 

A Well, I think that i t can probably be shown by the fact 

that we have reduced our underproduction from 10 billion cubic feet 

to about 5.4 billion, of which some of that is marginal underproduc 

tion. 

Q Has not also some of that been gas that has been taken by 
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El Paso Natural Gas Company under your contract with them? 

A Yes, sir. 

Q Under that contract, the El Paso Natural Gas Company does 

not take your gas until they have taken what the allowable may be 

from their own connections, do they? 

A I think that's correct, 

Q How can you determine, until El Paso's market is establishe 

what you are going to be able to take from your connections in Lea 

County in the next year? 

A Well, i t follows that i f there i s underproduction in the 

pool, there is overproduction, and the reason that this contract 

was written between the two companies was the obvious need of El 

Paso for additional supplies and Permian for additional market* 

Q All right. Now you say that where there is underproductior 

there is overproduction. That is applicable only so long as you 

make some effort to operate these balancing procedures, is i t not? 

A Well, that's true any time. 

Q So that i f you waive the balancing provisions, as we have 

been doing, that situation becomes aggravated, does i t not? The 

situation of imbalance? 

A That is true. 

Q Now, you stated that you had made a survey to determine 

the advisability and feasibility of the installation of compressor 

facil i t i e s in Lea County. In connection with that, you stated that 

these compressor facilities would serve the wells involved in these 
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wlUU, HUM eiflkt welU, 111 KWM tfl A? iellfiO 
A Yes, s i r , 

Q Did your suirvey reveal how many other wells will be relievejd 

on your system by virtue ofthis arrangement? 

A Well, there are approximately, without knowing the exact 

number, forty on the southern end of the system, plus probably foui 

or five on the northernmost in Block G, 

Q Do you know of. any situation among those forty wells that 

causes their position and their rights, as you referred to them, 

to be any different from the rights of the eight wells involved heije? 

Is there anything different from those other wells? 

A No, s i r , 

Q If the people who have applied here this month are entitled] 

to relief, do you know of any reason why a l l the others that may be 

given an access to your lines wouldn't be entitled to the same 

type of relief if they are underproduced? 

A Well, I would like to state that i f the underage carried 

by any well on those blocks is producible, why, we're willing and 

able to buy i t , as far as the other wells that are connected to 

these compression f a c i l i t i e s . In other words, I'm not in favor of 

making this application all-inclusive, I think that a showing 

should be made, as I so testified, and demonstrate the ability of 

the wells to produce the underage. I f they can't produce the underj-

age, obviously there is no need to suspend the cancellation pro

vision. 
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Q It was my understanding that you had made that determinate 

as to these forty wells. You said they weren't any different from 

the wells that had been testified to? 

A There are some wells behind the compression facilities that 

do not require compression at this time. 

Q Do you know how much actual underproduction of gas would 

be involved i f a l l of the Permian wells that you are talking about 

got access to a low pressure system? How much underage as of June 

30, 1957, would be involved in that? 

A In these block compressions? 

Q Involved in the wells that would obtain relief by virtue 

of the compressor, that were underproduced as of June 30, 1957? 

A I wouldn't, I only know about the ones that have been appli 

for here and have so shown the ability to produce the underage. 

Q You stated that you, in connection with your work, negotiat 

or arrange for contracts of purchase for Permian, is that correct? 

A No, s i r , I do not. 

Q You made some — 

A (interrupting) I administer the gas purchase contracts. 

I do not write them. 

Q You are familiar with the general terms and provisions of 

the gas purchase contracts? 

A Yes, s i r . 

Q Do the Permian Basin contracts contain a provision that at 

such time as the line pressure is at such a stage that i t is unablt 
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to receive gas from your well connections, that you will reduce 

that pressure to receive the gas? 

A We areoobligated to reduce the line pressure i f its economical 

to do so. 

Q And that is the contractual provision? 

A Yes, s i r , i t i s . 

MR. CAMPBELL: I think that's a l l , 

MR. NUTTER: Anyone have any further questions? Mr. Cooley, 

By MR. COPLEY: 

Q I think Mr. Campbell is getting at the same thing I'm 

interested in, but I didn't understand your answer. Are the eight 

wells in which we are involved in the three cases presently at hand 

the only wells that you have knowledge Of that are capable of pro

ducing cancellable underage that will receive any benefit from the 

compressor faci l i t i e s that you have or are installing? 

A There are probably other wells that can produce the underage. 

Q Are you aware of any others? 

A I could probably give you some of them. 

Q I wonder what justification there is for granting relief tc 

one group of wells which seemingly are in the same position as the 

ones here involved, and not granting the same relief to those wells 

whieh would receive benefit from this? 

A I believe that I stated in my testimony that the parties 

concerned should come to the Commission and show they were diligeni 

in their operations in trying to produce this underproduction. 
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Q What do you mean by that, diligent in their operations in 

trying to produce i t ? 

A Well, in other words, if their well becomes incapable of 

producing the underproduction, that no attempt is made to do any

thing about i t * 

Q What can they do about it? 

A Well, they have recourse, for instance, they might stimulat 

their well, or i f they have so stimulated the well, they could have 

recourse to the gas purchase contracts, in the case of Permian, at 

least, to lower the line pressure to enable the wells to produce* 

Q That is what I am coming to* An operator has a well, as 

you say, which reaches the point where i t cannot produce its allow

able against the line pressure of the gas purchaser. Is not, in 

your opinion, this well a marginal well under the rules and regula

tions of this Commission? 

A At that time, yes, s i r . 

Q When the wells will not buck this pressure, and from the 

time that they have had the inability to produce against the line 

pressure until the time compressor facilities are installed, they 

are in fact marginal wells? 

A Or until remedial work or stimulation of the wells. 

Q Some of these wells even that werarenimlralved with here 

today show zero production? 

A Yes, s i r . 

Q For very recent periods? Do you have any assurance that 

e 
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these situations will not reoccur? 

A Yes, s i r . These wells — 

Q (interrupting) I'm assuming that the zero production is 

a lack of market on the part of Permian, i s that correct? 

A To which wells do you refer, a l l of them? 

Q Well, no. Other than those zero productions caused by 

shut down or inability to produce or paardhaser prorationing by 

Magnolia? 

A Yes. Well, those, I don't believe that we failed to take 

recently, but part of the underproduction attributable to these 

wells was accumulated during a period when we didn't have a market 

for the gas. 

Q You do have a market now? 

A Yes, si r . 

Q What conditions have contributed to this new market? 

A Primarily our agreement with El Paso. 

Q That is no fixed amount, though, is it? 

A No, s i r . 

Q Just whatever El Paso might need in excess of the allowable 

assigned to the wells to which they are connected? 

A I believe the agreement was designed to attempt to keep 

the pools in balance between the two. 

Q I t wouldn't require El Paso to underproduce any of its 

connections? 

A No, s i r . 
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Q It is just whatever El Paso,s requirements are in excess 

of the allowables assigned to El Paso's connections? 

A Yes, s i r . 

Q You say you are familiar with the gas prorationing rules of 

this Commission in the State of New Mexico, What impact does i t 

have on overproduced wells when the cancellation provisions for 

underage are suspended? 

A Of the underage, and not the limitations of overproduction* 

Q Yes, In other words, when you suspend only the cancellatic 

of underage? what is* the impact on the overproduced wells? 

A Well, they will accumulate overproduction to the point the> 

will be shut-in* 

Q And they will in fact show an overproduction in excess of 

what they would if the cancellation were carried out, would they nc 

A That is correct. I am-assuming when we are talking about 

underproduction we are talking about producible underproduction, as 

opposed to non-producible? 

Q I am talking about cancellation, or underage which is can

cellable under the rules and regulations, which they have had the 

six months proration period to make i t up and failed to do so, and 

is thus cancellable, 

A Then I would say your statement is true, 

Q The effect, then, is to take, to aggravate the overproducec 

status of any overproduced well in the pool? 

A Yes, 

n 
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Q Do you not feel that this is some — you say there is no 

violation of correlative rights i f this application i s granted. 

Don't you feel that this might have some impact or cause some 

hardship on the overproduced operator? 

A I do not believe that the granting of these applications 

in itself will create any hardship. I believe I ' l l just qualify thlat 

a l i t t l e further. I think that has been demonstrated in the histoiy 

of prorationing in Lea County, due to the fact that an out-of-balarjced 

condition existed; I think a much better course in the case of 

out-of-balanced conditions is for the various purchasers in the 

field to get together and exchange or sell gas to bring i t back 

into balance. 

Q Now market for gas has very l i t t l e bearing upon a well 

which won't buck the line pressure. There could be an unlimited 

market, and i f these wells won't buck the line pressure, they are 

s t i l l going to be underproduced? 

A Yes, s i r , that is definitely true. 

Q That is the situation with which we are primarily concernec 

here. Do you feel that the installation of these compressor facili

ties will alleviate the condition? 

A That is correct. In the case of the wells that are subject 

to these applications, we feel that these wells will be able to 

produce this underproduction. 

Q Mr. Tribble, let's take a hypothetical situation where you 

mentioned that an operator lets his well f a l l into a marginal statel, 
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that state being inability to produce its allowable? 

A Yes. 

Q And we will assume that the cause for this inability to 

produce the allowable is that the well needs a workover? 

A Yes. 

Q If he neglects to work over this well, and the well remain* 

marginal for a period of, say, six months or a year or two years 

and then decides to re-enter the well and work i t , to re-enter the 

well and obtain a successful workover and can now produce in excess 

of the allowable, do you feel that this operator should be entitlec 

to produce the underage that had accrued during this period in whic 

his well was unable to produce the allowable? 

A Well, i t is a matter of time, is what you are really gettir 

at; the time that the well was marginal, opposed to the time that 

you are going to give him, i f any, to make up this underproductioi 

Q Let's say that cancellation is upon us. He recompleted 

his well, or worked i t over — 

A Yes. 

Q — December the 26th. Cancellation is January 1st, He 

doesn't have enough time now to produce this accrued underage, and 

i t is cancellable on January 1st, 

A Yes. 

Q Do you feel that i t is a penalty upon him, or that his 

correlative rights have been violated i f that underage is cancelled 

according to the rules and regulations? 
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A Of course, you have to judge these on the individual merits 

of each case, but the correlative rights that we are trying to pro

tect continue for the life of a field, the remaining life of a field, 

certainly. For instance, let's say that the well got in such shape 

that i t couldn't produce this underproduction, i f granted an extension 

for six months, and they needed a year, say, two years. 

Q I'm asking you, do you think that he is entitled to an 

extension at a l l , any extension? 

A Yes, s i r , 

Q Now why? 

A Well, I believe that he should be given a chance to produce 

his allowable that is assigned to his well. 

Q Now, Mr. Tribble, we have used the term "correlative rights" 

throughout this, especially throughout your testimony. The term 

"correlative rights" and the assurance which this Commission gives 

of the protection of correlative rights, is that the assurance i s 

not that each operator will recover the o i l and gas in place under 

his tract, but that he will be given the opportunity — 

A Yes. 

Q — to recover the oil and gas under his tract? 

A Yes, s i r , 

Q Who has denied this hypothetical operator the opportunity 

to produce his oil and gas, except himself? 

A Well, it ' s just a matter of definition of opportunity, as 

I see i t , 

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 



88 

-

Q That's the whole case. Do you think that six months perioc 

is giving the man the opportunity, or a year? 

A If he, through his own fault, allows his well to f a l l belo* 

allowables and consequently cannot produce the allowable, he has 

the opportunity to produce i t ; ^ a l l he has to do i s re-enter his we! 

and work i t over and produce i t . I certainly think i t depends on 

the circumstances to which this underage was accumulated. As I 

say, I don't believe that a l l of the underproduction that is being 

carried should be granted a further extension. 

Q Now these wells seem to me to be in a very similar situatic 

They are unable, or have been unable to produce the allowable? 

A Yes, s i r , 

Q Now, the culpability or the blame may rest in various plac< 

A Yes, s i r . 

Q I do not propose to determine where, but as far as this 

Commission is concerned, he has had an opportunity to produce his 

own gas, and i f through his own fault, that i s one thing; if i t 

is through someone else's fault, maybe they are responsible? 

A Yes. 

MR. COOLEY: That's a l l the questions I have. 

MR. NUTTER: Does anyone have any further questions of Mr. 

Tribble? 

Bv MR. NUTTER: 

Q Mr. Tribble, are a l l of the underproduced wells to which 

Permian Basin Pipe Line is connected located behind a compressor 

1 
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facility? A No, sir. 

Q They are not? 

A No, s i r . 

Q What percentage of the underproduced wells are or w i l l be 

under compression f a c i l i t i e s ? I had better f i r s t ask you, are thes 

compressor Blocks A through G the entire compression f a c i l i t i e s 

that you contemplate for your system? 

A No, s i r , we are studying the problem continuously, and as 

I say, i t ' s a matter of economics and i t i s a matter of one well 

might warrant a wellhead unit by i t s e l f ; i t might not i n conjunctic 

with two or three additional wells, that would warrant a block-type 

compressor. 

Q In the future you may i n s t a l l more blocks than A through Grt 

A Yes. 

Q And also some individual well compressors? 

A Yes, that is a po s s i b i l i t y . 

Q What percentage of the t o t a l unproduced wells, when you 

i n s t a l l these, w i l l have the benefit of compression f a c i l i t i e s ? 

A Well, we're carrying a net underproduction on our system oi 

5.4 b i l l i o n cubic feet. Now this 2.1 b i l l i o n of i t , as I have 

indicated, i s producible; in other words, the wells are capable of 

producing t h i s . 2.1 b i l l i o n cubic feet of underproduction. They 

are non-marginal wells. That does not include the underproduction 

that we're talking about in these applications. In other words, 

we are cumulatively underproduced 5.4 b i l l i o n cubic feet. 
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Q Not all of your wells are underproduced, are they? 

A No, s i r . 

Q What was your producible underage January the 1st, 1956? 

A I don't know about that, I'm afraid I couldn't give you 

that, January 1st, 1956, 

Q How far back do you have the producible underage? 

A Well, what we considered to be producible would be a varyir 

quantity of gas, depending on the wells that we would consider to 

be marginal in our opinion, not necessarily marginal as carried on 

the Commission schedules. 

Q Do you have the producible underage as of January 1st, 1951 

A Of '57, I'm afraid I don't have that. A l l I have is the 

to t a l net status for those months, I don't have i t spread out as 

between producible and non-producible. As of January 1st, 1956, 

we were carrying approximately eight and a half b i l l i o n cubic feet 

of net underproduction. 

Q Eight and a half b i l l i o n on 1-1-56, right? 

A Yes, s i r , 1-1-57 we were carrying 9.4 b i l l i o n of net 

underproduction, 

Q How about 1-1-58? What would your status be? 

A Well, that was the one I gave you. I believe that was 5.4, 

I believe. This i s our cumulative net underproduction. 

Q Of that 2.1 is considered producible? 

A Yes, s i r . 

Q Now, looking into the future, what do you expect your net 
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underage will be July the 1st, 1958? 
A July the 1st, 1958, we feel that by July the 1st, 1958, 

that we will be in as good a position as we are at this time, and 

that the only underage that we will be carrying will not be subject 

to cancellation, producible underage. 

Q How about a year from now? The f i r s t of '59 what do you 

expect the status to be? 

A We expect our takes to increase in the future from Lea Coun 

Q And once you have established a point of balance at which 

there is no allowable subject to cancellation, you don't anticipate 

that that condition would recur? 

A No, s i r . We felt that our position a l l along was temporary 

and that our agreement with El Paso was so written as to be a tem

porary arrangement. We certainly do not expect to remain underpro

duced for the life of the field. 

Q Now, are a l l eight of these wells which are the subject of 

these hearings today located behind the compressor facilities? 

A No, s i r . 

Q Which ones of them are? 

A The Gulf Arnott-Ramsay "E H 2, "E" 5, Holt "A" 2, the Texas 

Company's State "BM 3, and the Schermerhorn Gulf-State, compression 

would be installed. I t would be easier to name the exceptions, 

which are fewer in number. 

Q Mr. Tribble, you went into a rather detailed explanation 

of how long i t takes to analyze the need for and the desirability 

ty. 
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of a compression facility, and then the installation of same; do 

you think that Permian, initiated these studies and the construction 

of these things as soon as i t was possible to do so? 

A Yes, sir, I think that Permian did. You probably are awaro 

of the fact that during the period of time prior to this study tha ; 

we initiated, we were in an underproduced situation. When you are 

carrying — or in other words, the allowables being assigned are 

in excess 6f your market requirements, that most of the wells on 

your system are not given an opportunity to demonstrate their 

ability to produce, as for instance, our requirements from those 

wells may be only four, five, or six million a month. The allowable 

may be ten million, so that i t ' s possible for the decline, or the 

well's ability to produce into our pipe line would decline under 

these periods of low takes without you finding out about i t unless 

you were conducting tests, 

Q And so i t took a period of relatively high market demand 

before you could determine that you even needed the compression 

facilities? 

A No, si r . After a period of time, and there has been an 

abrupt change in the ability of a well to produce over a period of 

time, you are bound to have requirements for that well that will at 

least partially demonstrate i t s ability; and in fact, what actually 

happened was that we had started installing wellhead units and the 

big decision was made as to whether to continue this in each instarce 

or study the feasibility of block-type compression, which, of course, 
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requires a study of gathering lines that may have several wells 

connected to i t , and some of which of course would not require 

compression at the present time. 

Q Mr. Tribble, you are acquainted with the amount of underage 

that each of the subject wells has accrued. What period of time 

do you think would be necessary for this underage to be made up? 

A I'm substantially in agreement with the testimony put on 

by the operators. I t is my opinion that the Gulf wells, a l l of the 

will be capable of producing their underproduction plus the current 

allowable assignment in six months. I also think the Schermerhorn 

Gulf-State will be able to do this, also. I think that The Texas 

Company State "B" 3 will be able to make up a substantial portion 

of i t in six months, but not a l l of i t . 

Q Not a l l of it? 

A And that the Riddel 2 will not be able to make up a l l of i t 

in six months. 

Q You think i t would be able to make i t in a year? 

A Well, in this instance, we are now in the process of studyi 

the feasibility of compression on Riddel No. 2. I believe that 

certainly i f we install a wellhead compressor, the Riddel 2 could 

make i t up in probably six to eight months after the installation 

is completed. 

MR. NUTTER: Thank you. Anyone have any further questions? 

Mr. Utz. 
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By MR. UTZ: 

Q Mr. Tribble, are there any marginal wells behind the com

pressors that you have testified to here today? 

A Yes, s i r , there i s . 

Q Do you anticipate that any of those marginal wells will 

become non-marginal because of the lower line pressure? 

A Yes, s i r . 

Q Those wells, those marginal wells, as long as the line 

pressures were high didn't produce as much gas as they could have 

produced? In other words, they produced something less than the 

allowable, did they not? 

A Yes, sir, that's correct. 

Q What would be your position i f some of the owners of the 

marginal wells come back in and wanted allowables reinstated and 

an opportunity to produce that allowable? 

A Well, I don't know --

Q We're talking about approximately the same thing, aren't 

we? The only difference i s that the marginal well didn't carry a 

statute; these non-marginal wells we are talking about did? 

A I don't know whether I would favor the reinstatement of 

cancellations or not. I think i t would certainly depend on the 

circumstances involved as shown here. In other words, i t would jus 

have to be decided on i t s individual merits of the case. 

Q I t i s entirely foreseeable that we could be flooded with 

applications such as this here today, could we not? 

t 
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A I think that's true, I do. I certainly want to indicate, 

however, that I wouldn't want a blanket continuance on the basis, 

I think they should be heard individually and based on their own 

merits. 

Q If such did happen and we granted i t , then in effect what 

we would be doing would be retroactively classifying the well? 

A In the case of a well that had been classified marginal 

previously? 

Q Yes. 

A Yes, s i r . 

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

MR. NUTTER: Any further questions? I f not, the witness 

may be excused. 

(Witness excused.) 

Does anyone have anything further? 

MR. CAMPBELL: I have a witness I would like to put on for 

a l i t t l e bit of testimony. 

MR. NUTTER: Proceed. 

MR. CAMPBELL: Mr. Jack M. Campbell, representing Texas 

Pacific Coal and Oil Company. 

(Witness sworn.) 

W. F. MARTIN. 

called as a witness, having been f i r s t duly sworn, testified as 

follows: 
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DIRECT EXAMINATION 

By MR. CAMPBELL; 

Q Will you state your name, please? 

A W. F. Martin. 

Q By whom are you employed and in what capacity? 

A Texas Pacific Coal and Oil Company, chief accountant. 

Q Have you testified previously before this Commission in con

nection with matters involving gas prorationing? 

A That's right. 

Q Mr. Martin, have you made a study of the status of various 

wells in the Jalmat Gas Pool in Lea County, New Mexico, relative to 

their condition of balance or imbalance? 

A Yes, s i r . 

Q Have you recently made a study in connection with the wells 

that are involved in the two applications pending before this 

Commission that refer to wells in the Jalmat Gas Pool? 

A Yes, I have. 

Q Have you made studies particularly of the three wells in 

the Jalmat Gas Pool for which Gulf Oil Corporation seeks relief 

from this Commission? 

A Yes, I have. I expanded that to include a l l of the Gulf 

wells connected to Permian and El Paso. 

Q In the Jalmat Gas Pool? 

A In the Jalmat Pool since the beginning of prorationing. 

Q There has been testimony here, Mr. Martin, that the j u s t i f i -
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cation, at least partially, for the request on the part of Gulf 

as to their three wells in the Jalmat Gas Pool is because the 

market was not available to them during the period of time when 

the underage was accumulated. Would you refer to the notations 

that you have made in connection with the study that you referred 

to, and explain to the Examiner what your reaction is as to that 

position by Gulf? 

A Well, I grouped a l l of the Gulf wells connected to Permian 

Basin Pipe Line under one heading, and eliminating out of there 

the Ramsay "B" State well, that is 812 million underproduced since 

i t has been building up an underproduction since the inception of 

prorationing, eliminating that well, i t shows that at the end of 

1954, the Gulf wells, 13 wells connected to Permian Basin Pipe Lin« 

Company had an overproduction of 343,763 MCF, as of December 31, 

1955. 

The same group of wells had an underproduction of 478,892 

MCF December 31, 1956. This underproduction totaled 702,226 MCF 

as of June 30, 1957, the balancing period that we considered.At the 

end of this year this underproduction of 702,226 MCF had been redu< 

to 48,488j in other words, had been reduced from slightly over 

700,000 MCF to 48,000 MCF. During that time, two of these wells, 

one of them being the Leonard State No. 3, a three-unit well, 480 

acres assigned to i t as of December 31, 1956, was underproduced 

70,936 MCF. That condition changed in the six-months period from 

70,000 underproduction to an overproduction of 113,813 MCF, or an 
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overproduction during the six months of approximately 184 million. 

Q Is that well a well from which Permian Basin Pipe Line is 

purchasing gas? 

A That's right. They are purchasing gas and have since the 

inception. Another well, W. A. Ramsay State No. 1 well, four-unit 

well, 640 acres assigned to i t , as of December 31, 1956, was over

produced only 4,958 ACF. The ensuing six-month period to June 30, 

1957, that overproduction was increased to 137,783 MCF, or an 

increase in overproduction of 132,000 MCF. These two wells collect 

ively had an overproduction during the six-months period of Decembe 

31, 1956, to June 30, 1957, of 317,574 MCF. Now, the applicants' 

three wells that they're asking that the underage not be cancelled 

had at that time an underproduction of 214,859 MCF collectively; 

one well having 219,821; one 4,954; the third, 17,084 -- that is al 

MCF. 

Q What conclusion does that lead you to, with regard to the 

market,availability of market for gas from those Gulf wells in the 

Jalmat Gas Pool during that period of time? 

A It's hard for me to understand, when two wells can be over

produced 70 million cubic feet more than this relief that these 

operators are asking for. In other words, the market was there, 

apparently. I t had to be a good market there, when you could take 

two wells and overproduce them 300 million cubic feet. This is 

overproduction over the allowable assigned during that six months. 

I t looks like just the way the wells were produced. I t looks like 

r 
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the 300 million overproduction, had i t been applied to this under

production Gulf would not have been in trouble. In fact, using 

the four wells that are connected to El Paso, the status of Gulf 

as of June 30, 1957, in the Jalmat Pool resulted in a net over

production of 125,580 MCF, In other words, the Gulf connections 

were overproduced in total in the Jalmat field as of June 30th, 

So it's hard for me to see how that there could be any market eleme 

in this thing, lack of market. 

Q There has also been testimony here that perhaps another 

basis or reason for the request is that there has been a difficulty 

in some of the wells bucking the line pressures. Have you made 

any studies in the Jalmat Gas Pool with regard to the wells that 

might have accumulated underage as a result of that situation? 

A Yes, I have. I made a study and i t shows that as a result 

of that study, that as of June 30, 1957, 130,55 units in the Jalmat 

Field had an underproduced status. This i s non-marginal wells, of 

course. And a total of 7,655,120 MCF, That status was reduced 

as of October 31, 1957, down to 6,448,646 MCF. I might state that 

I worked i t out by months, and this reduction of the underproductic 

during the four-month period from June 30 to October 31 resulted 

by the abnormally low allowable that was granted in the month of 

July, when the per unit allowable was slightly in excess of 8 milli 

per unit. That low allowable in the month of July gave most every 

well in the field a chance to reduce its underproduced status. I 

have i t a l l by wells, and i t just goes right down. I t looks like 

nt 
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a Christmas tree. All down the month of July every well gained; 

the wells the rest of the time, most of them have continually 

underproduced. But one thing that's apparent here, that this under 

production is certainly not limited to Permian's connections. A 

tremendous amount of i t is El Paso connections, and i t is practical 

every operator in the field is deeply involved. I t is not limited 

to the three applicants today. 

Q Does Texas Pacific have wells that would come in this 

category i f they were able to enforce their contract provisions 

and get compressors put on the line? 

A We certainly do. We have ten units in that category. We 

are no different than any other operator, Continental, Western 

Natural, El Paso Natural themselves, R. Olsen, Skelly, practically 

every operator represented here,that they would a l l unquestionably 

be able to reduce the underproduction had compressor facilities 

been available. 

We had a well of ours put on the low pressure system, the 

compressor installed recently; and that well, had i t been possible 

to have done that early in the year, we would not have underage 

cancelled, but we are going to lose about a hundred million cubic 

feet of gas, due to the fact that the compressor was not installed 

a couple of months ago. We are in no different shape or position 

than anybody else. 

Q Approximately what percentage of the accumulated underage 

as of June 30, 1957, would you say was generally in that category? 

m 
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Do you have any estimate on that? 

A Well, at least I have done this. I have pulled out of here 

twenty-two and a half units that I have worked the history on, in 

fact, the beginning of proration. Twenty-two and a half units have 

an underproduction of 3,874,226 MCF as of October 31, 1957. That 

twenty-two units represents sixty percent of the underproduction 

in the Jalmat Pool. I have worked those back as to their status 

since the end of *54, »55, *56, June 30, »57, and October, '57. I t 

is representative of eleven operators, this twenty-two units. I t 

shows that at the end of '54 there was an underproduction on this 

group of wells of 390,000 MCF. At the end of *55 i t had grown to 

1,060,000 MCF; end of '56 i t had grown to 3,333,000 MCF. June 30, 

•57, increased to 3,874,000 MCF, and in the following four months 

gone up to 4,500,000 MCF. 

Q Are those wells which generally had low pressure, Mr. Martin? 

A Yes. Where I did not have the pressure data on a l l of 

them, most of them we have i t . I t is quite obvious that a number 

of the wells, in fact most of them, have good deliverability but lew 

wellhead pressure. Here is a well that is 165,000 MCF underproduced 

that has a wellhead pressure of only 286 pounds. Of course, i t wi]1 

not produce i t . 

Q Is that generally true of the rest of the wells? 

A That is generally true of the wells. I t is strictly a 

matter of the basic underproduction in the field as a result of not 

being able to buck high line pressures. 
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Q Do you believe that if the applications here are granted, 
that i t will aggravate the situation in the Jalmat Gas Pool with 

regard to the status of the pool and the wells within the pool, 

insofar as their being in balance is concerned? 

A Yes, I certainly do, I have carried this a step further 

to show by operators how this redistribution will come about. In 

other words, at the October 31st, as I previously stated, we had 

6,448,000 MCF of underproduction subject to cancellation as of 

January 1, 1958. 

I have spread that back on the basis of the ownership of 

the non-marginal units in the pool to determine the amount of the 

allowable that would be redistributed to each operator. I t is quit 

apparent that one of the applicants, for instance, Gulf, by this 

redistribution will receive a credit on the redistribution of 

475,557 MCF, whereas they're talking about not cancelling 241,849, 

They are going to receive a credit of more than double that figure. 

Q That's assuming that a l l of the underage is cancelled, 

according to rule? 

A Assuming that the rules are allowed to work according to 

the regulations. 

Q Mr. Martin, have you, in connection with your studies here, 

also made an individual well study on each of these eight wells, 

month by month, and their cumulative and monthly status of over

production and underproduction? 

A Yes, I have. 
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Q Are those figures available to the Examiner if he wishes 

to have them? 

A Yes, they are available since the beginning of prorationing). 

Q That includes the wells not only in the Jalmat, but in the 

other pools that are involved in this? 

A Everything on the application. 

MR. NUTTER: I think we would like to have i t . 

A I t shows the allowable and the production and the over and 

under status at the end of each month. 

MR. NUTTER: We would like to receive i t . 

MR. CAMPBELL: I think that is a l l the questions I have. 

MR. NUTTER: Does anyone have a question of Mr. Martin? 

Mr. McCarthy. 

CROSS EXAMINATION 

By MR. MCCARTHY: 

Q You have stated, Mr. Martin, that Gulf, an underproduce^ 

would be credited with so much production i f this underage was 

cancelled and respread, is that correct? 

A That is correct. 

Q What happens to this respreading of underage i f the total 

runs from the pool do not increase? 

A Well, I think I can probably answer that this way. As lone 

as the underproduction is allowed to remain in the schedule, i t has 

the tendency to pull down the net allowable granted the field. Foi 

instance, the purchasers, quoting round figures, but the purchasers 
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in the Jalmat Field nominated for the month of January ten million 

MCF — ten billion cubic feet of gas makes i t sound better. I like 

to have billions, i t sounds better. They nominated ten billion 

cubic feet of gas for the month of January, but due to the imbalanc 

condition of this field, the allowables that were finally granted 

for the month of January was slightly over seventy billion cubic 

feet. In other words, i t is in there as a backlog, i t is constantl 

working to pull down the nomination by the purchaser. If we could 

get i t out of there and keep the field, let the thing operate on 

the six months basis like the regulations say, you would not have 

the months in, like I previously stated, in the month of July we 

had an allowable of eight million. Anyone knows that is rather 

fantastic. That is what happens with a l l this juggling around as 

a result of the underproduction being allowed to stay in the schedu 

Q It's true, though, isn't i t , that i f the runs from the pool 

do not increase, that the respreading of cancelled underage doesn't 

benefit anyway, does it? 

A Well, a pretty good example of that is this last six months 

of 1957. A number of the wells were overproduced in the Jalmat 

Pool. As a result they were shut-in. Overproduced wells in the 

Jalmat in the year 1957 have been shut-in. You can bring them back 

in balance. They can only be brought back in balance by allowables 

and you only get allowable by the purchasers' nomination and their 

purchases, but the purchaser came into the field and tried to take 

the gas, but so many of the wells were shut-in, they couldn't; so 
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what happened, the allowables that they had requested and the allow

ables that were assigned, you come along and the production is so 

low the allowable is automatically cancelled two months later, wheri 

i t has a tendency to deflate the field and fix i t where the gas 

company will not be able to take. I f this condition is allowed to 

continue, Permian is going to be in the position of wanting gas 

because i t can come up with a negative allowable. So you are going 

to be asking for gas and unless the rules are enforced, you won't 

have enough allowable, can't get i t , 

Q What you are saying is that the only wells that might benef It 

then are those that would be shut-in or real close to each other? 

A Re-distribution is made to every well, regardless of the 

status. In other words, every non-marginal well, the best well in 

the field from a deliverability status and par gets equal redistribu

tion of allowable, 

Q You are assuming that the runs will increase from the field* 

A By redistributing, you are giving a l l the wells a right to 

produce more gas that they did not have. In other words, when the 

six and one half billion is redistributed, there is six and a half 

billion more gas in the field that the purchaser, you and El Paso 

can buy, 

Q What happens to that if i t isn't run two months later? 

A I t is automatically cancelled, 

MR. CAMPBELL: We are willing to accept the rosy market 

picture you painted there, for the purpose of this testimony, 
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MR. MARTIN: Does anyone else have a question of Mr. Martin 

Mr. White. 

Bv MR. WHITE: 

Q Mr. Martin, in regard to the twenty-two and a half units 

that you said, I believe, was underproduced in the Jalmat, how many 

of those units are capafele of producing their cumulative underage 

plus their current allowable? 

A Well, sir , my personal opinion, this twenty-two units, 

these wells which includes Texas Company wells, this 400 million, 

now I don't believe i t ' s at a l l possible for hardly any of these 

wells to produce the back allowable and produce the current allow

able. In other words, when you build up a figure, here is one well 

for instance, that is one of these wells is four hundred million — 

Q (interrupting) Let's talk about The Texas Company well. 

Have you made a calculation on that? 

A Your well is going to be approximately 400 million under

produced at the end of 1957. That is the status. I t is going to 

receive, under normal operations, an allowable of 250 million for 

the year 1958. That i s , you can go back through the allowable 

for the year 1956, i t was 245 million per unit, and i t is based on 

the purchaser's nominations, preliminary nominations for the f i r s t 

six months of '58 being substantially higher than they were even 

in »56; i t is certainly realistic to feel that a unit will receive 

an allowable of at least 250 million per unit. Your 250 million 

plus the 400 million underproduction is going to make you, i f you 
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clean it up, produce 650 million cubic feet of gas fm a single 
unit, I don't believe you can find, since proration, that any 

single unit iri the Jalmat Field has produced 650 million cubic 

feet in twelve months. I have got i t back to the very beginning. 

I don't believe you can find one single unit that has ever produced 

that much gas. You are saying that a well that we know has a low 

line pressure, that is why i t wouldn't produce, low wellhead presst 

we are saying that well, by installation of compressor, is going 

to produce more than the best well in the field has produced since 

proration. I t sounds fantastic. 

Q Do you have any definite statistics to show i t is incapable 

A No, si r , we have not made that statement. I am merely 

saying that these wells show low casinghead or wellhead pressure. 

I think that is their trouble. You have testified, you people and 

the Permian Company come up and put up the same testimony, that 

if the compressor had been installed on our wells — we have a well 

right here — 

Q (interrupting) Let's talk about The Texas Company. 

A Okay. 

Q If i t is given the opportunity, you are not here to testify 

that i t is incapable of producing? 

A No, s i r , I am not testifying that. Why not let the regula

tion — 

Q (interrupting) Or that i t wouldn't produce it? 

A I am saying i t is going to get up and move about, because 

re; 

? 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



108 

i t would have to produce more than any well has ever produced, 

Q Let's say for the purpose of your argument i t i s capable 

of producing half of the 650 million, 

A Yes. 

Q Is that any reason why i t should be given the opportunity 

to produce that much, if i t is capable? 

A I think i t should be given the opportunity under one condi

tion, that i f you want to extend the same opportunity to the rest 

of these units, to the 130 units underproduced in the field. If 

you want to disregard the regulations as now written and do away 

with cancellation of underage, then I say i t has that right, but 

Texas Company well by itself, plus a handful of Gulf wells, certairly 

do not have that right unto themselves. 

Q Now, referring back to your twenty-two and a half units, 

you said in your opinion there were a very few units capable of 

making up their cumulative underage and their current allowable? 

A Of this twenty-two and a half, I give you the figures down 

here, and The Texas Company is some considerably larger. 

Q Approximately how many would you say, out of the twenty-twc 

and a half? 

A Well, that is strictly a matter of the installation of 

compressors, maybe half of them. I don't believe ariyoneo iduld mal e 

that statement. It's a matter of installation of compressors and 

I have seen compressors installed on some wells and they looked 

pretty good for a month or two, and that is the end of i t . They 
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drop down. I t is not by any criterion ay cinch that you install a 

compressor, that the purchaser is going to keep the compressor 

running and producing that well every day, 

Q Assume that you are correct as to there being a very few 

units of the twenty-two and a half capable of making this amount 

of production, we can further assume that there could be very few 

applicants asking for the opportunity, is that not correct? 

A As to whether they are entitled to i t or not, I think every 

applicant is going to come right up here, and i f you people's 

request is granted, and make the same application. 

Q They would be here today, would they not? 

A No, they will be here next time, I assure you. I know one 

company that will be here. We don't want to be here, we don't feel 

that way about i t . 

MR. NUTTER: Any further questions of Mr. Martin? 

By MR. NUTTER: 

Q Mr. Martin, how many wells did you say are underproduced 

in the Jalmat Gas Pool? 

A As of June 30th, there are 130.55 units, and that has been 

reduced as of October 31st down to 84.84 units. The reason, I 

previously explained the reason that was reduced from 130 to 84, 

was primarily the low allowable in July, which let a l l the wells 

pick up a billion cubic feet of underproduction. They were buckinc 

just an eight million allowable, so a well that would be normally 

producing against a unit allowable of 15 million, a l l those wells 
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came in and had the allowable charged to them of eight million; 

of course, i f they could produce 15 million they had this seven 

million credit to apply against their underproduction. That's 

another case where, due to this underage stage in the pool and 

creating these wide fluctuations in the allowables that we have 

come up, i t brings about these things, I could take one step 

further, there is a number of wells in the pool today that are 

classified as non-marginal for one reason; that i s because during 

the month of July,and June had a comparable allowable, they had 

such a low allowable that most any well was able to make that allow 

able, and under the present regulations could not be classified 

as marginal. In other words, that one month sticking up there in 

July made any well in the last six months of the year that could 

make eight million cubic feet any month of the last six months 

not subject to being made marginal, 

MR. NUTTER: Any further questions? I f not, the witness 

may be excused, 

(Witness excused,) 

MR. NUTTER: Anything further? 

MR. CAMPBELL: I have a short statement. 

MR. NUTTER: Go ahead. Proceed. 

MR. CAMPBELL: I'm sure that the Examiner is aware of the 

position of Texas Pacific Coal and Oil Company in these matters, 11 

is this, that i t is essential that'the Commission strictly enforce 

the balancing provisions at the end of this year, as of the June 
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30, 1957, well status. We have stated before and wish to repeat 

that unless these rules are enforced, then prorationing becomes 

meaningless so far as we are concerned, not only meaningless but 

a burdensome operation, not only upon the Commission but on a l l 

the operators in the field and the purchasing companies likewise. 

We feel that the operators here involved and the others, 

including the Texas Pacific Coal and Oil Company, who have wells 

that cannot produce into the low pressure system — the high pressujre 

system their f u l l allowable, have an ample opportunity under their 

contracts with the purchasing companies to enforce their rights 

i f they see f i t to do i t . I think that while the contracts with 

purchasing companies may have taken a beating under prorationing, 

certainly that provision is one that is a valuable one to anybody 

who has a gas sale contract. 

To grant the application here, i t seems to me is going to 

open up once again the whole arena of the requests to waive variou 

portions of the rules. Once you waive one portion, there are going 

to be requests to waive other portions of the balancing provisions 

of the prorationing system. We believe i f the prorationing system 

is worth anything, i t ought to be enforced, and certainly three 

years or three and a half years is ample time. I t seems to me»that the 

benefit of the doubt has been given to anybody to obtain a proper 

outlet for their gas, and that the Commissionf is inothe position of 

having to at this time make a firm decision as to whether they are 

going to enforce the rules, or whether they are going to forget thelm 
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As far as we are concerned, we think i t is time to enforce them, 

MR. NUTTER: Anyone else have a statement to make? 

MR. WHITWORTH: Mr. Whitworth with El Paso Natural Gas 

Company, I have a short statement on behalf of El Paso Natural 

Gas Company, 

El Paso Natural Gas Company believes that the rules of 

the New Mexico Oil Conservation Commission should be enforced and 

exceptions granted only when justified by clear and convincing proc 

Continued granting of exceptions tends to nullify and lessen the 

effect of any rule, and past experience has demonstrated that 

failure to apply the rules as written creates inequities and loses 

the opportunity to market gas from the unbalanced pool. 

El Paso urges the Commission to grant an exception to the 

rule requiring cancellation of underproduction only when an applic? 

by clear and convincing evidence establishes that: 

1. The underproduction of the well or wells involved 

accumulated because of conditions beyond the control of both the 

operator and the taker of gas. 

2. Any well involved is considered reasonably able to make 

its allowable plus the amount of its uncanceled underproduction 

within the next balancing period. 

MR. NUTTER: May we have a copy of your statement, Mr. 

Whitworth? Anyone else have a statement? 

MR. NESTOR: E. W. Nestor for Shell Oil Company. Shell 

most strenuously urges the Commission to deny the applications in 
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Cases 1360, 1361, and 1362, I t is lour feeling that the underages 

that have occurred in the wells here in question have been largely 

due to the failure of either the operator,the transmission company, 

or both to make necessary adjustments to permit the production of 

gas at allowable rates. We feel that neither the applicants in 

any of the three cases nor the Permian Basin Pipe Line have made 

any case that any waste will exist i f the applications are denied. 

As to correlative rights, we feel that certainly the opportunity 

which the statutes demand must be given to an operator to produce 

his equitable share has been given to each operator, and that only 

through failure of the operators and the transmission company to 

take advantage of their allowable has prevented them from producing 

their fair share. 

We feel further that unless these cases, unless these 

applications are denied, that not only will the correlative rights 

of the other operators in the pool beih danger, but that the entire 

proration system which has evolved over the last several years wil] 

be in danger. 

Shell again urges that these applications be denied. 

MR. NUTTER: Mr. Kast ler . 

MR. KASTLER: On behalf of Gulf I wish to state that the 

statutes provide for the prevention of waste and the protection of 

correlative r ights . I t i s my opinion that the granting of the 

application w i l l be entirely consistent with these principles . As 

our testimony has shown, the underproduction of the wells was due 
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to factors beyond tne control ol tie opwalof iM ftwl 
The cancellation of the underproduced allowables without affording 

every opportunity to the operators and owners to produce their 

equitable share would impair correlative rights, while the granting 

would not result in waste. As our testimony shows, none of the 

wells covered in this application is incapable of producing the 

gas, i f given a reasonable opportunity, 

I respectfully submit that the applications be granted. 

MR. CAMPBELL: I am supposed to make a very brief comment 

on behalf of Leonard Oil Company in connection with one of the Gulf 

cases. The Commission will recall that — Mr. Kastler, of course, 

may reply i f he wishes, I forgot i t . The Examiner will probably 

recall that several years ago when Gulf requested a 280 acre unit 

for the well, which I believe is the No. 2 well in the Jalmat Pool 

there, the application was opposed by Leonard Oil Company. They 

requested that Gulf be required to establish two 160 acre proration 

units in the south half of Section 16, I believe i t was. The 

Commission saw f i t to grant the full 280 acre unit on the basis tha 

the rules as set up by the Oil Commission provided for such an 

arrangement. 

The Leonard Oil Company feels that i f those rules are prope 

in this respect, they ought to be enforced in this respect, and 

they feel that the application of Gulf for the suspension of the 

cancellation of underage as to that particular unit should be denie 

MR. NUTTER: Mr. White. 
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MR. WHITE: I f the Examiner please, a brief statement on 

behalf of Texas Company. Much has been said about the waiving 

of the Commission's rules. I believe the Commission's rules from 

the outset are s t i l l construed to be very liberal, and they specifi

cally provide for exceptions to the rules. We are not asking the 

Commission to waive any of its rules, but to again grant an excep

tion to one of the existing rules, as i t has done in the past. 

If the Commission would recall, I think at least as I 

interpret Rule 836, which granted an exception to Rule 520, was 

based on the fact that there was lack of f a c i l i t i e s . I think The 

Texas Company case is somewhat different than some of the others. 

I think we have extenuating circumstances. Our wells have been 

regarded as non-marginal wells. The Commission has assigned them 

a certain allowable, and it's only recently that the facilities 

have been installed which would permit us to gain the benefit of 

the allowables that have been given to the wells. 

All that we ask for is the opportunity to produce our portion 

and fair share from our wells. Much has been said about the con

tractual rights. . I suppose the inference is that if the 

operator is diligent and the purchaser is failing to live up to his 

contract, well, we have the courtroom door open to us. I think any 

operator would be hesitant in as a last resort to go into the court

house against his own purchaser. 

Secondly, you would be merely inviting litigation on behalf 

of your royalty interest. I think the proper place to get relief, 
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as has been the custom in the past, is before this Commission. 

Thank you. 

MR. NUTTER: Any further statements? 

MR. MCCARTHY: I would like to say that with respect to 

Permian's position, we feel that the Commission should not enforce 

its rule in this case just to be enforcing its rule. I t seems to 

us that that is the only thing i t will accomplish, that the correc

tive rights of the other producers aren't being affected by denyinc 

the application; the correlative rights of the applicants will be 

affected. 

As far as the opportunity that the statute talks about, we 

feel that is the opportunity over the li f e of the field, and when 

you consider i t in that light as six months1 extension of these ru, es, 

i t appears to be a very reasonafele time, so we would urge that the 

application be granted, 

MR. NUTTER: Any further statements? 

MR. COOLEY: If no further statements, the Commission has 

received a telegram from Skelly Oil Company. "Re: Examiner Cases 

1360, 1361, 1362 on gas balancing. For the record, we favor such 

balancing period as provided by present rules as a matter of 

principle and practical necessity. We take this position despite 

some of our wells that would benefit by holding balancing of 

underage in abeyance. If however any exceptions are granted i t 

should be applied to a l l wells in the entire respective fields." 

Signed, George W. Selinger. 
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MR. NUTTER: Anything further in Cases 1360, 1361, and 

1362? If not, we will take the cases under advisement and recess 

the hearing until 9:00 o'clock in the morning at the Commission 

offices. 
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