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CIL CONSERVATION COMMISSION
Santa Fe, New Mexico
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The hearing called by the 0il Conserva-
tion Commission on its own motion to
consider the promulgation of an order
prohibiting the flaring of casinghead
gas from oil wells in the Cha Cha=-Gallup
and Totah-Gallup 0il Pools, San Juan
County, New Mexico.
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LFORE THE
OIL CONSERVATION CCMMISESION
Santa Fe, New Mexico
May 17, 1961

The hearing called by the 0il Conserva-
tion Commission on its own motion to
consider the promvlgzatisn of an order
prohibitins the flaring of casinghead
gas from oil wells in the Cha Cha-Gallup
and Totah-Gallup» 0il l'ools, San Juan
County, New lMexico,
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BEFORE: Mr., A. L. Porter
Mr, Murray Morgan

TRANSCRIPT OF HIARING

MR, MORRIS: In the matter of the hearing called by

011 Conszservation Commission on its own motion to consider the

the

nromulgation of an ordsr prohibitinz the flaring of casinghead gas

e

from o0il wells in the Cha Cha-Gallun and Totah-Gallup 0il Pools,

San Jran County, New Mexico.

would like to» ask for

-

MR, PORTER: At the outset

annearances in Case 2115,

MR. BUELL: For Pan American Petroleum Corporation, Guy

Puell,
MR. BRATTON: For Humble 0il and Refinin~ Company,
Howard Bratton,

MR, DAVIS: For Aztec 0il and Gas, Quilman Davis,
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MR. WALSH: ZEwell Walsh for EI Paso Natural Gas Products]

Company. f
MR. KNIGHT: Will Knight for Southern Union Gas, and
in connection with resident counsel Manuel Sanchez.
MR, SETH: OCliver Seth and Mr. Ren Howell for El1 Paso,
MR. PORTER: Mr, Morris.
(Witness sworn,)

o
od

o« Ce ARNOLD

callad as a witness, having heen first duly sworn, testified as

follows:

EXAMINAT TON

J
—~
fuse)
|
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BY MR. MORRIS:

Q Will the witness please state his name and position?
A E. C. Arnold, supervisor District 3 of the 0il Conser-

vation Commission,

Q Mr. Arnold, did you testify in case 2215 presented at
the March, 1961 Regular Hearing concerning. the flaring of casing-
head gas in the Cha Cha and Totah-Gallup 0il Pools?

A Yes, I did,

e}

Q Wiould you review the testimony that you gave in that
case, first in the Cha Cha-Gallup 0il Pool?
A At that time in the Cha Cha-~Gallun 0il Pool there were

L2 completed produc’ng oil wells in the Galluo formation., I

s e
sstipated at that time that there wac about 7300 MCF of gzas per
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day bteing produced iIn thie pool.

Q Mr. Arnold, how many additional wells have been put on
orodvction since that time?

A Nineteen additional wells have been drilled in the Cha
Cha Pool since that time as of May the 1l5th.

Q Including those new wells, how much gas is now being
oroduced from all the wells in the Cha Cha-Gallup 0il Pool?

A Apvroximately 10,600 MCF per day. This figure is
determined by using the average gas per well figure from the
March hearing and multiolying by the total number of wells pro=-
ducins as of Mayv 15,

Q Would you review the testimony that you gave at the
previous hearing concerning the number of wells producing and how
much gas they produced in the Totah-Gallun 0il Pool?

A At the time of the March hearing there were 23 wells
oredicing in the Totah Pool and the amount of zas nroduced was
estimated at 2964 MCF ver dav.

Q - Would you state how many new wells have been completed

in the Totah-Gallup and how much gas is now being vproduced per day

in that p»ool?

A An additicnal 16 wells have been drilled in this vool
as of May 15, and the total amount of zas dow being produced is
estimated at 5,000 IMCF per day.

Q What is the total amount of gas that is now being

I tn

t




SERVICE, Inc.

Al
¥

PORTINC

“IER RE

Y-ME

{IRNLE

Y
4

DF

PHONE CH 3-669)

XILo

ALBUQUERQUE, NEW A

PAZE &

“produced from both the Totah and the Cha Cha-Gallup 0il Pools? ]

A I estimate that there is avproximately 15,650 MCF per é
day being vroduced in both pools combined,

Q Now, Mr. Arnold, is any of this total amount being put to
beneficial use at the present time.

| A Yes, avnproximaiely 1500 MCF per day from the Benson-

f Montin John Lease is being compressed and s»ld to E1 Paso Natural
Gas Company. This leaves about 14,000 MCF ner day being flared
at the oresent time,

Q Do you have any knowledge of gathering facilities that
are planned or any other use that's being planned for the gas
that's beinz vented at the present time?

A Yes, itts my understanding that the Knight Engineering
Company has signed contracts with the majority of the operators in
both these pools to gather and comprecss the gas and sell it, I
believe, to the El Paso Natural Gas Compvany. Their surveying,

!
as I understand it, in the Cha Cha Pecol, is just about complete
and thev are presently at work in the Totah Pool. I think that ;
siznificant orogress has been made since the March hearing toward

!
the problem of sathering this gas. They intend, I believe, by th%
first of July, to be taking gas, although I doutt that they're
taking all of it by that time.

Q At the present time, however, all of the gas except the:

— millien anda half a day that you mentioned is being flared or
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vented, is that correct?

A Yes, thatts correct.

Q Mr. Arnold, if the Commission saw fit to issue a no
flare order at the present time, would you recommend that some of
the wells in these pools be given exceptions?

A Yes, I think the order should nrovide that an operator
can get administrative exception for any wells from which itts
not economic to gather the gas, I also think that there should
be a nrovision in any order which would allow ninety days from
the date of first oil oroduction for a new well to get a gas
connection,

Q Mr. Arnold, do you have anything further you wish to
state in this case?

A No, sir, I don't believe so,

Q Did you refer to ycur exhibit in your testimony or was
that just a nicture?

A Exhibit No., 1 is an area mavp showing the Totah and

Cha Cha Pool, The wells have been spotted on this ma» up through

May 15.
(Whereunon, Commission's Exhibit
Neo., 1 was marked feor identifi-
cation.)
Q Did you prevare this exhibit, Mr. Arnold?
A Yes.

MR, MORRIS: We will offer this exhibit in this case,
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. and that concludes the direct examination of THis Witness,

PAGE 7

MR. PORTER: Without objection, the exhibit will be ;
adritted to the record. Does anyone have any qQuestions? If no

questions, the witness may be excused.

(Witness excused.)
MR. PORTER: Anyone else desire to present testimony?
Any statements? Mr, Buell,
MR, BUELL: May it please the Commission, Guy Buell for
Pan American Petroleum Corporation. I would like to briefly
comment on the »rogress that has been made in toth of these pools..
I would like to state at the outset that I sveak only for Pan
American, but as Mr. Arnold has testified, the overators in these
two pools are attacking the vroblem as a whole, so it's almost
impossitle to talk about progress unless you talk about not one
vool as a whole but actually both vools,
As Mr, Arnold has testified, the overators, sufficient number
of overators in both pools have committed their gas to Knight

such that he can go ahead with his plans for a fieldwide gather- |

ing system in both pools,

As Mr, Arnold testified, Mr. Knight is diligently working at
that risht now, so actually, we, as cperators, have doneevery- ;
thing that we can do except to wish Mr. Knight God sveed in his

work We dont't need a shut down order to sour us to diligence,

Ae

MR. PORTER: Could you help bim a little maybe?
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MR. BUOELL? Sir?

MR. PORTER: Could you help him a little maybe?

MR. BUZLL: Wetre helping him in every way that we can.,
We have been dilizent, I sincerely feel that we have, All the
overators realize when we first started evaluating the oroblem of
this vroduced casinghead gas that it was going to be a marginal
economic deal for everyone involved. So, actually, the efforts
that have been made, I believe, could be termed strictly a conser-i
vation effort. From the economic standpoint theret's going to be ?
very little economic gain to anyone involved.

In addition to the surveys that Xnight is conducting in the
Cha Cha that Mr. Arnold mentioned, he has already ordered his
pine for the gathering line., He advises us that some of his com-
pressors are currently being fabricated at their shoos in Tulsa.
Het's diligently oursuing the administrative route with the federal
agencies involved.
We feel that everyone is doing everything that they can.

This is an unusual situation. The testimony of Mr. Arnold, wetre
dealing with two unique and novel pools. At the present time ther¢
are probably six drilling rigs active in this area. In Cha Cha
since March wetve had nineteen wells completed, in Totah, sixteen, §

The field is on the move, it's being actively develoved.

We feel, actually, that if the Commission would hold off any

action until after the July hearing, by that time, if everything
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goes well for Mr. Knisht, we should te taking zas out of these |

vools., We feel with that factual data before it, the Commission
will vte in a better position to intelligently issue an order that
will o»roverly reegulate the production and disposition of casing-
head gas in these two nools.

For these reascns Pan American wéuld resnectfully move that
this case be continued until the regular July hearing.

MR. PORTER: Before we rule c¢n the motion, I would like
to hear any other comments concerning the progress that has been
made.

MR. NUTTER: I would like to ask Mr. Buell a question
before any other statements., Mr., Buell, will Mr., Knight actually
be buying the gas from the producers?

MR. BUELL: Yes, the producers' contract is with Mr,
Knight.

MR, NUTTER: Itts with Mr, Knight?

MR, BUELL: Yes.

MR, NUTTER: Are these contracts being made under the

Federal Power Commission price scale?

MR. BUELL: I rather doubt it, if they are I feel sorry

for the area.
MR, NUTTZR: Is there any vossibility there might be a

long delay in getting anproval for the contracts?

MR, BUELL: They're considerably below the area orice.
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Mr. Knizht is not anticipating any difficulty with the Federal
Power Commission.

MR. NUTTER: Has he made his apnlication with the
Federal Power Commission?

MR, BUELL: He advised me yesterday that he was current-
ly »reparing the paners for the application.

MR, NUTTER: Has Pan American made the annlication yet
to the Federal Power Commission tc sell their gas?

MR, RUELL: No, to my knowledge, no. Frankly, I don't |
even know if it will b»e required. |

MR. NUTTER: Thank yocu.

MR, PORTER: As I understand it, I don't understand it

fully, the Federal Power Commission, at least at the present time

there seems to be a state of confusicn concerning this area

pricing, but you can overate under this area oricing, as I under-
stand it, if your »nrices that you are asking for do not exceed the
ceiling set for the area, is that rizht?

MR, DAVIS: That's my understanding.

MR, BUELL: I don't know., I can say this, Mr. Porter,
if the area onrice is the price wetre getting for our gas, I feel
sorry for the area,

MR, PCRTER: There's another question, Mr. Buell, and

that is thisg: is this the quickest way that gas can be disposed

P

of made beneficial use of in this area as pronosed to the

i
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sasoline vnlant.?

MR. BUELL: Yes, sir, of all the possibilities that we

have evaluated, and Pan American evaluated several; of course I E
cantt sneak for the other operators; of all the possibilities

that we evaluated, this is the best from an economic standpoint

to the onerators in that they will get a slight return for their
gas, It is the most expeditious, it will allow us to save the

gas quicker than any other possibility that we investigated.

So, both from the standpoint of economics and expediency, Pan
American certainly feels that the vroncsal with Mr. Knight is the

of any that we evaluated,

t

bes
MR, PORTER: Mr. Bratton.
MR, BRATTON: Howard Bratton on behalf of Humble. I
would like to second everything that Mr. Buell has said here and,
as to your question, Mr, Porter, we also evaluated several approach-
es to this and this was the quickest way the problem could be |
resolved, the quickest one we could discover.

We also entered into a contract with Mr, Knicht. We wish

him God sneed and we certainly will help him in every way that we

vossibly can, and it is our understanding thatthe, as Mr. Arnold

i

said, that gas will be started to be nurchased by July lst, and |

vossitly it will not all be completed, I dont't know, but certainly

in view of that and in view of the fact that the operators have

done, the matters are beyond their control except to assist in any
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way mnossikble at the present time,

Vie feel that Mr. Buell's motion is

mission look at this matter at the July

we certainly would second his motion,

pie

MR. PORTER: Mr. Dav

Se

MR. DAVIS: Quilman Davis, on

12

in ecrder that the Com-

hearing., For that reason

btehalf of Aztec 01l and

Gas Commany. I, too, want to second Mr. Buell's request and

moticn and, Mr. Porter, I might add that Aztec secured an outside

consultant to look into this matter, particularly in the Totah

area where we have a large percentage of the acreage, We found

that Mr., Knightt's proposal was the fastest and the most econom-

ical way for us to oroduce the gas. We

feel, in answer to Mr,

Nutter's question, that it will not te necessary to the oproducers

to file any avonlication on their contracts with Mr. Knight., We

have made two, one in the Totah and one

seen Mr, Knightt's nronosal from E1 Paso

in the Cha Cha., I have

and even that contract

should vass Federal Power Commission area pricing, so it looks

like that everything, as far as it can, will go smoothly, All

we're asking is that we be pvermitted to

MR. PORTER: You say the only

continue this hearing.

thing that the Federal

Power Commission would have to approve would be the installation,

the gathering system, the compressor system and so forth?

MR. DAVIS: Under the terms of this whole arrangement,

I can't understand how they will have any objection to that
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situation, because the vrice that El Paso Is paying Tor the sas i)
within the area oricinz standard, Insofar as Mr. Knight is concerneé,
he's got a hundred percent guarantee that so much gas is going to
move throuch the system from we and the other overators.
Secondly, to make this thing work, we have conceded some of
our contractual rizhts on other gas up in the Basin for the time
being until the larger E1 Paso line is being put into oneration,
We are doing everything we can to get it rolling. I can't see
how Federal Power Commission can make any objection to the system
that Mr. Knight will put in when his orice for the public con-
sumption is less and certainly not any more than gas well gas,
Secondly, Mr. Knight has a hundred percent guarantee of his
operation.
MR. PCRTER: Mr., Walsh.
MR. WALSH: Mr. Walsh, El Paso Products; we would like
to concur with Mr. Buellts suggestion for a continuance, and we r
have been advised also by Mr. K,ight on his progress and we fully
believe that hes should have the system in in a relatively short

time, We have also evaluated the different tyve contracts and

markets that's available for that gas and we feel that Mr. Knight

has offered us the best oprogram.

MR, PORTEZR: Anyone else like to make a statement? I

guess we had better rule on Mr. Buell's motion. The Commission

wishes to express its appreciation for the diligent effort that |




RVICE, Ine.

il
5

PORTING S

R RF

Al
4

ARNLEY-MEIF

Al
4

DE

PHOME CH 3-8691

ALBUQUERQUE, NEW MEXICO

1y

f
i

has been made by the oroducers in these two fields, since this
matter was brought up in March, toward getting a market for the gas.
We, too, feel that the volan that you have adopted is the quickest
way of zetting this gas on market. We're going to continue the
case until the regular July hearing, which is July 13, I believe,
Itts farily early in the month,

By that time, according to the record here this afternoon, ;
why some of this gas, at least, should be zoing to market by :
that time. So, we will continue the case until the July regular
hearing and remind the vroducers here that if necessary, at that
time we could issue an order on pretty short notice. So the case
will te continued until that time,

MR, BUBLL: I would like to thank the Commission for
their consideration in this matter,

MR. PORTER: Right at this point I have a note from
Mr., Nutter that he has been advised by Nearburg and Ingram in
connection with the Bluitt system, that they had Federal Power
Commission avproval for their gathering system and plant down
there and I was assured by Mr. Ingram that they could be taking
gas in sixty days. They were assured at first of Federal Power
Cormmission anvroval by April 1lst and then it was v»ostponed until é
the 15th, and I think it came through last month or last Saturdayi

|
We'll take up next Case 2277. i
t
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STATE OF NEW MEXICO )
¢SS
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a

true and correct record to the best of my knowledge, skill and

ability,

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 26th day of May, 1961,

JOrR [
P
ayy . .
\?l::’?rf;ﬂ(de« ,'/;f S !_:1_,41, [P o 1 .

Notary Public-Court Regorter
‘.:/

My commission expires:

June 19, 1963,




