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FARMINGTON, N. ™,
PHONE 325-1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

BEFORE THE

OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
April 25, 1962
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IN THE MATTER OF:

)

)

)
Application of Pan American Petroleunm )
Corporation for an exception to Order )
No. R-333-E, San Juan County, New Mexico. )
Applicant, in the above-styled cause, )
seeks an exception to Order No. R-333-E ) CASE
to permit the extensilon of the terminal )
date for the 1981 deliverability test )
period from December 15, 1961, to March )
1, 1962, for ten wells located in Townships )
27 and 28 North, Ranges 10 and 11 West, San )
Juan County, New Mexico. g

BEFORE:
Elivs A. Utz, Examniner.

TRANSCRIPT OF HEARING

MR. UTZ: Case 2539.

MR. MORRIS: Application of Pan American Petroleum
Corporation for an exception to Order No. R-333-E, San Juan
Councy, New Mexico.

MR. COOTER: Paul Cooter or Atwood, Maline, Roswell,
appearing for the applicant.
(Witness sworn)

MR, UTZ: Are there any other appearances in this

case? You may proceed.
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE,

N, M,

N, M,

FARMINGTON,
PHONE 325-ti82

PHONE 243.6691
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A Yes, sir. That vre-agpplicavion ror zaministrative

. - ] o de > JPN e T | L T 3 L) - ~ T
2ouiroval Tor the extension of Time 1o dated April 3, 1802,

- - NN AT T e 5 . B L A, B TR P B £ )

'4 what reasons weie wade a paryv o the aosplication fo:

- cen e d— 2 -, —~ AT LT I N ., P -1 AR Ealy N
A As a DOTTLLIOoN ci Tnav a0PLlcaciln g legioer 7ol

Southern Union Gas Comoany 1lvtemized a numver of reasons that

+ P P — . - = PO v e ey o PR g, 1 - < R P
€ Jhat were Those veasons T were glven by Southern
nion?
-1 = 2 | P PR S Trey e A PN N EAR - iy TN K
A T believe that tic best way to give Those reasons 1is

to read a wortion of that letler Ifrom Southern Union. In this

letter Southern Union states, and I quote, directly, "First of

accormnlished within tThe time prescribed for the area has become

next to impossible., In a fluctuating market such as ours, cthe
various factors of pipe lins pressures, nipe line capacity,

weather conditions, and market demand have a decided influence

on tne numbar of

of course, testing vrocedures are governed accordingly. The
>rincipal difficulty is in preshceduling of Testing overations
so thnat all conditions o7 productvion facilities and market
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load periods, when under anpropriate conditions large scale

»~

cesting might be performed, only token tTesting can be conswmmated

1 S 1

because most of tne wells must be kept in

63
[
3
>
:
l..l »

ce to satisfy
The prevailling high market demand. Also, tests in process at
mes ofﬁen must ve interrupted in order to meet the high
consumer demand for gas, leaving The test for rescheduling

as and when conditions warrent. Conversely, durlng those periods

whnen consumer demand is low, production requlrements are

insuificlent to accommodate delliveries {rom the large number
of wells still to be tested, Thereby giving rise To an additional

rescnedule and programming to alfford as nuch Tests as possible

cinin the limits of demand and within the remalining

tim2 avallable for completing The tremcendous Task. The situation
has peen further giralned Ly The incrcasing amount of unscheduled
Testing that arises Ifrom ncw well completions regquiring

T.

B belore they can be legally oroduced. This

iz erfect gives Cesting oricrities to new comnletions which we
are owliged To accomodace w .thin a nominal pariod after notice

. Sy s -3 ~ o A TN N T -~ ..
or comylations and cleavance o connectlions ©o our line. 7Thus,
0y reason of sucn priovitles, together with tiie other Tactors we

H <4 - £ NI L1
L TO ,Om)'cuc S0lile 0L ©vie

T T T T A S S i S S S S P R ST R SR - yqam L7 3
O our wellg Trnatv Gild Nov 1&e LeBoeu GUIing il year,. Cur ITield
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FARMINGTON,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691t

office reports that an all out effort was made throughout the
last few months of the year To accommodate the scheduled and
rescheduled tests, but for one or more of the reasons above
enumerated and in spite df the determined conslderation given
to satisfying the test, they could not do so. Therefore,
realizing our inability to consummate these Tests may result in
curtailment of production allowables during the ensulng year,
we wish to lend whatever asslistance we can to help you get
current allowables re~established for the wells. If you desire
o use this letter in connection with this cause, please fcel
free to do so and if further confirmation is needed, we will
be happy to oblige."

Q Was a list of the wells attached to:that letter?

A Yes, sir, that list of wells is attached.

Q Those are the same ten wells which are the subject
matter of this hearing?

A Yes, sir, they are,

Q Was a copy of Southern Union's letter, dated March 28,
1962, attached to your application of April 32

A Yes, sir, it was.

Q On the ten wells which are enumerated, were the tests
thereon completed by March 1°?

A Yes, sir, they were all completed by March 1 and

were all filed prior to March 1.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
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Q Mr., Eaton, pursuant to the Rule R-333-E of the

Commission and the.practices in the area, whose responsibility
as between the operator and the purchaser is it to schedule the
tests?

A In the normal course of practice within the area, the
purchaser normally assumes the responsibility for the scheduling
of deliverability tests. In the normal course of operation,
the operator normally assumes the responsibility for conducting
those tests once scheduled.

Q In your opinion, what effect would there be or what
would the result be if the responsibility of scheduling the
tests was placed upon the operator?

A In my opinion utter chaos would result. The operator
is not in a position to know when a purchaser is in a position
to accept gas into a system. That applies not only to the pool
as a whole, but also to the various segments of his system.

For that reason, it's almost imperative, in my @hion, that
the purchaser continﬁe to schedule those tests.

Q Are these wells in an area of high allowables?

A These wells are located in an area of génerally above
average allowables for :the Basin-Dakota Pool.

Q Did any of the wells, ten wells, the subject matter
of this case, have their allowables cancelled on the February

l1st balancing date?
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FARMINGTON, N, M,
PHONE 323.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

A Yes, sir, there were four of this group which had some

allowable cancelled on the February lst balancing date. Two
of those wells had very minor amounts cancelled. One of thenm
was a substantial amount, one of them also not very big.

Q

Y

Based on the flow rate during the deliverability test,
would the amount of production during the 21-day flow period
exceed the amount of the allowable that was éancelled?

A Yes, sir, in each case the flow rate through a 2l-day
period would have exceeded the amount of allowable that was
cancelled.

Q With regard to the four wells that you have just
testified about, have they already auffered or sustained a penalty
by not having the deliverability test timely run?

A These four wells have already had one penalty assessed
against them, as I mentioned, two not very much, but still it
was a small penalty.

MR, VERITY: We offer Exhibit 1 and 2 into evidence
together, of course, with the application of Pan American in
this case.

Q Do you have anything further to add?

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

MR. UTZ: Without objection Exhibits 1 and 2 ‘will be
entered into the record of this case. Any questions of the

witness?
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FARMINGTON,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243.6691

MR. MORRIS: Yes, sir, I have one question.
MR. UTZ:  Mr. Morris.

CROSS EXAMINATION

BY MR. MORRIS:

Q Mr. Eatoh, you have testified that in the normal
course of operations as between purchaser and the operator, the
purchaser must bear the responsibility of scheduling the
deliverabllity ftests. If the purchaser falils to schedule the
deliverability test, would 1t not become the duty then of the
operator, knowing that the test had not been run on the well,
to at least point out To the purchaser what the situation was

and remind the purchaser to schedule the tTests?

ct

nk that if the operator realizes that

[

A Yes, sir, I th
a purchaser appears to be falling behind in the number of tests

e 1s conducting, that should be pointed out to him.

that n
Q Was that done in this case?
A In this case, it became apparent tTo Pan American

somewhere around September 1st that the purchaser was in fact

N

falling behind. The matter was brought to his attention at that
d periodically, I'm to T approxis two wee

time and iod lly, I'm told, at approximately two week

intervals thereafter. Now, I believe that the purchaser in

this case made an all out honest effort to conduct as many of

2

as hie could for the ensuring months following

.
v

]
&}
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ciese ST
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eptember 1st and prior to the terminal date of December 15,




PAGE 10

FARMINGTON, N, M,
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Iy recollection 1s that he did schedule and the tests were
successfully conducted on 34 Pan Ame ican wells.

Q So you fell that with respect to ten wells, the
subject of this hearing, that Pan American gave adequate notice

‘within time that Southern Union should have been able to schedule
and test the wells?

A Yes, sir, I believe so, although I will point out this,
too, that you dontt call attention to somebody the fact that
hets falling behind until he is already behind. If we had
known that he would be behind as far as he was on September 1s?t,
if we had known that fact in June, well, perhaps more tests
could have been conducted than were actually done. It's a
critical point there as to at what point do you call the fact
to somebody's attention that he is falling behind. You have
really got to be obviously behind before you call it to his
attention.

Q And is it the normal course of operation throughout
the Basin, not only with Southern Union, but with those connected
to E1 Paso's system, to let the purchaser schedule the test?

A Yes, sir.

MR. MORRIS: Thank you. That's all.

MR. UTZ: Any other questions?

BY MR, UTZ:

Q Mr. Egton, were all of these wells completed early
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in 1961 or were some of them late completions?

A No, sir.  I'm almost certain that every one of these
wells was completed in the year 1959. There may be a 1960
completlon among them, I'm fairly certaln none were completed
in 1961.

Q Is it not true the testing season runs from February
1 through December 15th of each year?

A That is correct.

Q Was any attempt made to test those wells, schedule
and test these wells earlier in the season?

A Earlier than --

Q Than 9-1-617

A No, sir.

Q Do you know whether or not Southern Union tested wells
earlier in the season?

A I'm confident that they did, yes, sir,

Q But not yours?

A But not ours, not these then, not that 34 that I

spoke of. They tested some Pan American wells earlier in the

&

yvear, they lacked some.

Q I believe you stated that not all of these wells lost

February allowable?

A That is correct, no, sir. All of these wells lost

current allowable during the month of February, not all of them
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also had allowable cancelled on the February lst balancing date.

Only four of this group of ten had allowables cancelled because
of underproduction on the February balancing date., None of the

wells had February current allowable.

Q Do you have a record of those four wells which had

underage cancelled?

A Yes, sir, a partial record. Here are the group of
wells that had allowable cancelled, together with the amount of
allowable that was cancelled. The Fred Feasel G Number 1 had
212 MCF cancelled, a very minor amount. The R. P. Hargrave H
Number 1 had 196 MCF cancelled. The Davidson Gas Unit F Number
1 had 9412 MCF cancelled. The Davidson (Gas Unit ¢ Number 1 had
69,457 MCF cancelled. As you can see with respect to two of
those four wells, cancellation was almost‘insignificant.

Q S0 actually the amount of allowable you lost was the
current allowable for all ten wells for the month of February?

A Yes, sir. Would you like To have my estimate of the
amount involved on those, for those fen wells?

Q f you have 1t tThere.

A It has been estimated, not by me I might mention,
that the total allowable for these ten wells for the month of
Pebruary, 1952 would be 180,500 MCF. There's also an estimated
value here on thls page too.

Q Would it be in the neighborhood of twenty-one or

0

®
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twenty two thousand?

A The estimate here is 26,750.

Q I believe you testified that none of these ten wells

were scheduled for a test attempted during the 1961 testing

season?
A That 1s correct.
Q Now, you, I believe, testified to the effect that

there were six other wells on this application That were
granted exceptions?

A Yes, sir.

Q Were all of those wells scheduled and tests attempted

during the regular testing season 190612
A Yes, sir, some'of them more than once; but all of
them had had tests attempted on them during the regular testing
period and for some reason or other the test had either failed
or a new test needed Tto be run after repalr operation or some-
thing like that.
Q But an attempt was made?
A Yes, sir.
MR. UTZ: Are there any other questions of the
witness? The witness may be excused.
(Witness excused)
MR. UTZ: Any other statements in this case?

MR. COQOTER: fay 1 state just briefly that it is

®
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the position of Pan American that the denial of the exceptions
requested for these ten wells results in a penalty being imposed
upon Pén American for which , rightly or wrongly, under the
practices in the area and pursuant to the understanding of all

the operators and the purchasers in the area in an action

FARMINGTON, N, M
PHONE 323-.1182

solely within the control of the purchaser and not within the
control of the operator. The effect 1s to penalize the operator

in this case.

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

taken under advisement.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243.6691
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Notary Pgblic in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the
‘ foregoing and attached Transcript of Hearing was reported by
me in Stenotype and that the same was reduced to typewritten
transcript under my personal supervision and.contains a true and
correct record of said proceedings, to the best of my knowledge,
skill and abllity.

DATED this 25th day of April, 1952, in the City of

Albuqueruge, County of Bernalillo, State of New lMexico.

7 NOTARY PUBLIC

My Commission Expires:

June 19, 1963.
I do hereby certify that the foregoing is
a comizte record of the procveedings in
the =g ioer
heard
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