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STATE OF NEW MEXICO
COUNTY OF LFA

IN THE DISTRIGT COURT

UNITED CARBON COMPANY, INC.,
(Maryland), a corporation,

Petitioner,
vs,

| No. 12,011
THE OTL CONSERVATTON COMMISSION |
OF THE STATE OF NEW MEXTCO,

Resbondent.

MOTION TO DISMISS

Comes now the above-named Petitioner and moves the

Court to dismiss 1ts petition for review heretofore filed
herein,

ﬂ. A, Satron

Attorney for Petitioner
Santa Fe, New Mexico




' OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

QGctober 1, 1954

?. Fletcher A. Catron, Esq.
Attorney at Law
Blatt Bullding
Santa Fe, New Mexico

Re: United Cé.rbon Company, Inc.,
vs.
0il Conservation Commission
of the State of New Mexico

Dear Mr. Catron:

o oD &

Enclosed is respondent's reply in this case.
The original was forwarded to the Clerk of the Diatrict Court
of L.ea County for filing.

&

Very truly yours,

W. F. KITTS, Attsrney
0il Conservation Commission

WFK/ir
enclosure
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OIL CONSERVATION COMMISSION
P. ©O. BOX 871 :

SANTA FE, NEW MEXICO

October 1, 1954

Clerk of the Di‘-trict Court
L.ea County Court House
Lovington, New Mexico

Re: United Carbon Company, Inc.,
. vs.
The Oil Conservation Commission
of the State of New Mexico

Dear Sir:

Enclosed is respondent's reply in the subject case,

, which I ask you to kindly file.

I

- ¥ery truiy yours,

W. F. KITTS, Attorney
Otl Conservation Commission

WFK/ir
Enclosure




IN THE DISTRICT COURT OF LEA COUNTY
STATE OF NEW MEXICO

UNITED CARBON COMPANY, INC.
(MARYLAND), A CORPORATION,

Petitioner

THE OlL. CONSERVATION COMMISSION

)
)
)
)
) {
vs. ) “No. {2, _.0[
;
QOF THE STATE OF NEW MEXICO, )
)
)

Respondcnt

REPLY

Comes now the Respondent and for its rqply to the petition for
review, alleges and states:

1. Respondent admits the allegations contained in paragraphs
1, 2, 4,5,6, 7, 8, and 9,

2. Respondent denies the allegations contained in paragraphs
3, u, (inciudlng each of the four sub-paragraphs of sald paragraph), 12,
and 13,

3. For its answer to paragraph 10, respondent admits thn; it is
the belief and contention of petition that Order No, R-461-A and Order
R-461-B are both invalid, but respondent denies each and every other |
allegation of said paragraph, including sub-paragraphs A, B, C and D
thereof.

WHEREFORE, having replied fully, respondent prays that
petitioner take npthlng by his petition and that the same be dismissed,

with costs to be borne by the petitioner,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

MELVIN T. YO5T

W. F. KITTS,

Attorneys for Respondent
Qil Conscrvation Commission of N. M.




CERTIE“ICATE OF SERVIC

I hereby certify that on this __ day of October, 1954,
1 served a copy of the attached Reply on the defendant, by mailing
a copy thereof, postage prepaid, to Fletéher A. Catron, Attorney
4 | at Law, Santa Fe, New Mexico, attorney for petitioner for this

W, F. KITTS :

One of the attorneys for the respondent

T N~
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED
BY' THE OIL CONSERVATION COMMISSION OF
THE STATE OF NEW MEXICO FOR THE PURPOSE

OF CONSIDER ING: L
(CASE NO, 339

(ORDER NO, R-127
(Emergency Order

THE APPLICATION OF GULF OIL CORPORATION
FOR AN EXCEPTION TO RULE 404 OF THE OIL

: CONSERVATION COMMISSION FR ITS N. M. L.

STATE WELL NO® 1, LOCATED IN SE SE OF
SECTION 22, TOWNSHIP 12 SOUTH, RANGE 33

"EAST, NMPM.

EMERGENCY ORDER

BY THE COMMISSION:

This matter came con this day for hearing on petition duly filed at Santa Fe,
New Mexico, before the Oil Conservation Commission of New Mexico, hereinafter

‘referred to as the "Commission,"

NOW, on this 8th day of January, 1952, the Commission, a querum Zbéing
present at an emergency session, being fully advised in the premises,

FINDS:

1. That applicant, Gulf Oil Corporation, completed a gas well in the SE/4
SE/4 section 22, T. 128., .R. 33 E., NMPM, in January 1950; that subsequent to
such completion there has beenr no possibility of marketing such production,

2. That by reason of lack of production the state oil and gas lease would
not be perpetuated and thus expire in the immediate future,

3. That an oppbr’cunity has presented itself for the gas production from the
N, M, I. State No. 1 Well fo be sold to Amerada Petroleum Corporation but used

contrary to the provisions and requirements of the Commission's Rule 404,

4, That failure of the Commission to exercise its emergency powers and
grant a temporary exception in this case would work hardship upon this applicant.

IT IS THEREFORE ORDERED:

That the applicant, Guif O1i Corporativis, and Amerada Pefroleum Cor-
poration, purchaser, are hereby granted an emergency order not to exceed 15

days from and after January 8, 1952, to produce, market, and utilize such productior



E

. Case No. 339
£ Order No. R-127
(Emergency Order)

from its N, M. I. State No. 1 gas well, located in the SE/4 SE/4 Section 22, T. 12 S,,
R. 33 E., NMPM, exempt from and as an exception to Commission‘s Rule 404;
PROVIDED, HOWEVER, that Gulf Oil Corporation shall forthwith and prior to
January 10, 1952, file with the Commission and with the Commissioner of Public
Lands at Santa Fe, NewMexico, an affidavit that said well is actually being produced.

IT IS FURTHER ORDERED:

That applicant and all parties in interest appear before the Commission at
Santa Fe, New Mexico, and offer testimony in swport of application on January 22,
1952,

GIVEN under the seal of the Qil Conservation Commission of New Mexico
at Santa Fe, New Mexico, this 8th day of January, 1952,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/s/ EDWIN L. MECHEM, Chairman
/s/ GUY SHEPARD, Member

/s/ R. R, SPURRIER, Secretary

SEAL
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

iN THE MATTER OF THE HEARING

CALLED BY THE OIll. CONSERVATION

COMMISSION FOR THE PURPOSE OF

CONSIDERING: CASE NO., 582
Order No. R-368-A

THE APPLICATION OF THE OIL
CONSERVATION COMMISSION ON ITS
OWN MOTION FOR ALL OPERATORS

AND INTERESTED PARTIES IN THE
JALCO GAS POOL TO SHOW CAUSE

WHY THE RULES AND REGULATIONS

AS SET QUT IN ORDER R-356, WITH
ANY ESSENTIAL AMENDMENTS, SHOULD
NOT BE PUT INTO EFFECT,

ORDER OF THE COMMISSION

BY THE COMMISSION:

This case came on for hearing at 9 o'clock a. m., on October 26, 1953, at
Santa Fe, New Mexico, before the,Qvi}, Conservation Commission of New Mexico,
hercinafter referred to as the "Cominission',

NOW, on this yoyw day of November, 1953, the Commission, a quorum
being present, having considered the testimony adduced, the exhibits received, the
siatements of interested parties, the official records of the Commission and other
pertinent data, and being fully advised in the premises, ‘ ’ :

FINDS:

{1) That due public notice having been given, the Commission has jurisdiction
of this cause,

{(2) That the Commission, for the purpose of preventing waste and drainage,
and for the protection of correlative rights, entered Order R-356, establishing certain
general or "stand-by'" rules and regulations relating to the proration of gas weii gas,
proration units, well spacing, and other related matters in the gas pools of Eddy, Lea,
Chaves and Roosevelt Counties, New Mexico, applicable in all cases only after special
riles for each gas pool shall have been promulgated.

(3) That thereafter, after due notice and hearing, Order R-368 was duly
wnicred by the Commission. Order R-368 adopted the general or "Stand-by" rules
promulgated by Order R-356 as the Special Rules and Regulations of the Jalco Gas
Pool, heretofore established., R-368 was entered pending a further order in the
premisces, said order to be entered only after all interested parties were afforded the
opportunity to be heard in the matter, V
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{4) That as a result of such hearing and in consideration of the testimony
addu::ed Special Pool rules should be promulgated for the Jalco Gas Pool, heretofore -
«stablished; described and classified as a gas pool. That the Special pool rules
should approximate the general rules and regulations promulgated by Order R-356
insofar as the same are applicable to the Jalco Pool, and should conform, generally
with the provisional special rules of Order R-368,

-{5) That in order for the Commission to evaluate and delineate the actual
produciive limits of the Jalco Gas Pool all operators of oil and gas wells within the
de=fined limits of the Jalco Gas Pool should supply certain Geological and Reservoir
data to the Commission,

(6) That pending further study and orders, the allocation of gas in the Jalco
gas pocl should be calculated on the basis of 100 per cent acreage, based upon the
standard 160 acre proration unit, which unit is limited to a regular quarter section
subdivision of the U. S. Public Land Surveys and consisting of not less than 158 nor
more than 162 acres, substantially in the form of a square, with provision for deviation
therefrom particularly in cases of wells heretofore completed where the impractica-
wility of unitization is apparent.

(7) That an adequate gas well testing procedure should be adopted as soon as
possible so that operators, purchasers and the Commission can determine the fairness
and feasibility of an allocation factor for the pool which employs the factors of deliver-
ak»iiity, pressure, or any other factor relating to gas well productivity,

{8) That the area within the exterior boundaries of the Jalco Gas Pool
known and described as the '""Rhodes Storage Area' should be exempt from the Special
Rules and Regulations applicable to the Jalcc Gas pool provided acceptable reports of
opsrations in said storage area are regularly filed,

IT IS THEREFORE ORDERED:

That Special Pool Rules applicable to the Jalco Gas Pool, be and the same
hzrzby are promulgated and are as follows:

SPECIAL RULES AND REGUL.ATIONS
_FOR THE JALCO GAS POCL
LEA COUNTY, NEW MEXICO

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS,

RULE 1. Any well drilled a distance of one miie or more from the outer
boundary of the jJalco Gas Pool shall be classified as a wildcat well. Any well drilled
less than one mile from the outer boundary of the Jalco Gas Pool shall be spaced,
drilied, opcrated and prorated in accordance with the Regulations in effect in the Jalco
Gas Pool,

RULE 2. Each well drilled or recompleted within the Jalco Gas Pool shall
t= located on a tract consisting of not less than a quarter section of approximately
160 surface contiguous acres substantially in the form of a square which shall be a
izgal subdivision {quarter section) of the U. §. Public Land Surveys.
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RULE 3. Each well drilled within the Jalco Gas Pool shall not be drilled
~loser than 660 feet to any outer boundary line of the tract nor closer than 330
feet to a quarter-quarter section or subdivision inner boundary nor closer than
1320 feet tc a well drilling to or capable-of producing from tlte same pool.

RULE 4. The Secretary of the Commission shall have authority to grant
exception to the requirements of Rule 3 without Notice and Hearing where application
has been filed in due form and the necessity for the unorthodox location is based on
topographical conditions or is occasioned by the recompletion of a well previously
drilied to another horizon. ' ’

Applicants shall furnish all operators within a 1320 foot radius of the subject
well a copy of the application to the Commission, and applicant shall include with
his application a written stipulation that all operators within such radius have been
properly notified. The Secretary of the Commission shall wait at least 10 days
bzfore approving any such unorthodox location, and shall approve such unérthodox
lccation only in the absence of objection of any offset operators. In the event an
operator objects to the unorthodox location the Commission'shall consider the
matter only after proper notice and hearing.

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall not apply
io the Jalco Gas Pool located in Lea County, New Mexico.

GAS PRORATION

RULE 6. The Commission after notice and hearing, shall consider the
nominations of gas purchasers from the Jalco Gas Pool and other relevant data and
shall fix the allowable production of the Jalco Gas Pool, and shall allocate production
among the gas wells in the Jalco Gas Pool upon a reasonable basis with due regard
to ccrrelative rights, ‘

PRORATION UNITS

RULE 7. (a) For the purpose of gas allocation in the Jalco Gas Pool, a
standard proration unit shall consist of between 158 and 162 contiguous surface acres
sukstantially in the form of a square which shall be a legal subdivision (quarter
section) of the U, S. Public Land Surveys; provided, however, that a gas proration
unit other than a legal quarter section may be formed after notice and hearing by the
Commission, except as outlined in Paragraph (b). Any allocation unit containing less
than 158 acres or more than 162 acres shall be a non-standard unit and its allowable
shali be decreased or increased to that proportion of the standard unit allowable that
the number of acres contained therein bears tolé0acres. Any standard proration unit
zonsisting of between 158 and 162 contiguous surface acres shall be considered as
containing 160 acres for the purpose of gas allocation.

(b) - The Secretary of the Commission shall have authority to grant
an exception to Rule 7 (a) withcut Notice and Hearing where application has been
filed in due form and where the following facts exist and the following provisions
are complied with;
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1. The non-standard unit consists of less acreage than a standard

proration unit.

2, The acreage assigned to the non-standard uhit lies wholly within
a iegal quarter section and contains a well capable of producing gas into a gas
transportation facility on the date of this order.

3. The operator receives written consent in the form of waivers
from all operators in the adjoining 160 acre proration units.

GAS ALLOCATION

RULE 8 At least 30 days prior to the beginning of each gas proration period
the Commission shall hold a hearing after due notice has been given. The Commission
shall cause tobe submitted by each gas pusrchaser its "Preliminary Nominations'" of
the amount of gas which each in good faith actually desires to pufchase within the
&nsuing proration period, by months, from the Jalco Gas Pool. The Commission shall

- consider the "Preliminary Nominations" of purchasers, actual production, and such
other factors as may be deemed applicable in determining the amount of gas that may A
Lz produced without waste within the ensuing proration period. '"Preliminary Nomina-
iions'" shall be submitted on a form prescribed by the Commission.

RULE 9. Each month, the Commission shall cause to be submitted by each
gas purchaser its '"Supplemental Nominations' of the amount of gas which each in good
faith actually desires to purchase within the ensuing proration month from the Jalco
Gas Pool. The Commission shall hold a public hearing between the 15th and 20th days
of each month to determine the reasonable market demand for gas for the ensuing
proration month, and shall issue a proration schedule setting out the amount of gas
which each well may produce during the ensuing proration month. Included in the
monthly proration schedule shall be a tabulation of allowable and production for the
‘second preceding month together with an adjusted allowable computation for the
second preceding month., Said adjusted allowable shall be computed by comparing
the actual allowable assigned with the actual production. In the event the allowable
assigned is greater than the actual production, the allowables assigned the top allow-
able units shall be reduced proportionately, and in the event the allowable assigned is :
less than the production then the allowables assigned the top allowable units shall be ‘
increased proportionately., '""Supplemental Nominations'' shall be submitted on a form 1
prescribed by the Commission.

The Commission shall include in the proration schedule the gas wells in the
falco Gas Pool delivering to a gas transportation facility, or lease gathering system,
- and shall include in the proration schedule of the Jalco Gas Pool any well which it
‘ finds is being unreasonably discriminated against through denial of access to a gas
‘ransportation facility, which is reasonably capable of handling the type of gas produced
by such weil. The total allowable to be allocated to the pool each month shall be equal
to the sum of the supplemental nominations together with any adjustment which the
Commission deems advisable. The allocation to a pool remaining after subtracting
the capacities of marginal units shall be divided and allocated ratably among the non-
marginal units in the proportion that the acreage contained in each unit bears to the
total acreage allotted tosuch non-marginal units.
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BALANCING OF PRODUCTION

RULE'IO. Underproduction: The dates 7:00 A.M,, January l and 7:00 A. M.,
July 1, shall be known as balancing dates and the periods of time bounded by these
dates shall be known as gas proration periods. The amount of current gas allowable
remaining unproduced at the end of each proration period shall be carried forward
tc and may be produced during the next succeeding proration period in addition tothe
normal gas allowable for such succeeding period; but whatever amount thereof is not
madz up within the first succeeding proration period shall be cancelled. If, at the
end of the first succeeding proration period, a greater amount of allowable remains
unproduced than was carried forward as underproduction, the amount carried forward
to the second succeeding period shall be the total underproduction less the amount

. carried forward to the first succeeding period.

If it appears that such continued underproduction has resulted from inability
of the well to produce its zllowable, it may be classified as a marginal well and its
aliowable reduced to the well's ability to produce,

RULE 1l. Overproduction: A well which has produced a greater amount of
gas than was allowed during a given proration period shall have its allowable for the
first succeeding proration period reduced by the amount of such overproduction and
such overproduction shall be made up within the first succeeding proration period.
H, at the end of the first succeeding proration period, the well is still overproduced,

it shall be shut in and its current monthly allowable charged against said overproduction

until the well is in balance. If, at any time, a well is overproduced an amount equaling
six times its current monthly allowable, it shall be shut in until it is in balance.

The Commission may allow overproduction to be made up at a lesser rate
than would be the case if the well were completely shut in upon a showing at public
hzaring after due notice that complete shut in of the well would result in material
damage to the well,

GRANTING OF ALLOWABLES

RULE 12. No gas well shall be given an allowable until Form C-104 and Form
€-110 have been filed together with a plat showing acreage attributed to said well and
the locations of all wells on the lease,

RULE 13. Allowables to newly completed gas wells shall commence on the
date of connection to a gas transportation facility, as determined from an affidavit
furnished to the Commission (Box 2045 Hobbs, New Mexico) by the purchaser, or
the date of filing of Form C-104 and Form C-110 and the plat described above, which-
ciuer date is the later. »

REPORTING OF PRODUCTION

RULE 14, The monthly gas production from each gas well shall be metered
separately and the gas production therefrom shall be submitted to the Commission so
as to reach the Commission on or before the twentieth day of the month next succeed-
ing the month in which the gas was produced. The operator shall show on such report
what disposition has been made of the gas produced. The full production of gas from
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each well shall be charged against the well's allowable regardless of what disposition
has been made of the gas; provided, however that gas used on the lease for consumption
in lease houses, treaters, combustion engines and other similar lease equipment saall
not be charged against the well's allowahle, ‘

D_E,‘FINITIONS

_ RULE 15. A gas well shall mean a well producing gas or natural gas from a
common source of gas supply from a gas pool determined by the Commission

RULE 16. The term "gas purchaser!" as used in these rules, shall mean any
""taker'" of gas either at the wellhead or at any point on the lease where connection is
made for gas transportation or utilization. It shall be the responsibility of said ''taker"
to submit a nomination,

PROVIDED FURTHER that those wells located within the defined limits of the
Jalco Gas Pool which produce oil and receive an oil allowable on the oil proration
schedule shall be prorated as oil wells pending further study and that ""preliminary"
and ""supplemental'' nominations, as outlined in Rules 8 and 9 above, shall pertain
only to gas wells which are not assigned an oil allowable,

PROVIDED FURTHER that all operators of oil or gas wells shall submit to
the Hobbs office of the Commission (Box 2045) on or before January 1, 1954 a copy of
either an electric¢ log or sample log of each well (if availablé), whether oil or gas,
that they operate within the defined limits of the Jalco Gas Pool, Attached to each
log shall be a detailed report showing well elevation, total depth, plug back depth,
depth of production string, interval of perforations and open hole and estimation of
formation tops of Yates, Seven Rivers and Queen as indicated by the log. Any operator
of any well hereafter completed or recompleted within the defined limits of the Jalco
Pool shall also submit to the Hobbs office of the Commission, the logs and information
de:tailed above within 30 days following such completion or recompletion,

In the event that the Commission deems it advisable to obtain additional
information from wells préducing outside the defined limits of the Jalco Gas Pool the
Secretary of the Commission is hereby authorized to issue a directive to operators
in order to obtain the desired information.

: R

PROVIDED FURTHER that the provisions of these rules contained herein
shall not apply to those wells involved in the Rhodes Storage Areca. Provided, how-
ever, that operators in the Rhodes Storage Area shill submit semi-annual reports,
corresponding with the Jalco Gas Pool proration period, said reports shall contain
statistical information showing the amount of gas injected and withdrawan from storage
during each period and the cumnlative amount of gas injected and witadrawan at the
end of the proration period.

PROVIDED FURTHER that as soon as possible a testing procedure for all
gas wells shall be adopted by the Commission. Said procedure shall contain adequate
tests in order to determine the feasibility of employing any well potential, deliver-
ability or pressure factors in allocating gas.
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PROVIDED FURTHER that those operators who desire approval of the
Commission of gas-oil dual completions under the provisions of Statewide
Rule 1i2-A should also comply with the provisions of Rules 2, 3 and 4 of this order
before approval will be granted.

PROVIDED FURTHER that in order to inaugurate gas prorationing and
allocation in the Jalco Gas Pool on January 1, 1954 the Commission shall consider
the nominations of purchasers for the proration period beginning January 1,-1054
at the regular hear{ng of the Commission on November 19, 1953 and shall require
each purchaser of gas from the Jalco Gas Pool to submit with each "supi)lemental"
nomination a list of the wells and their location from which gas is to be purchased
commencing January 1, 1954, In this instance the list of wells shall pertain solely
to those wells which are gas wells and are not on the oil proration schedule.

PROVIDED FURTHER that in the event an operator has a producing well
on acreage which does not conform tothe provisions of Rule 2 or Rule 7 and an
exception to Rule 7 is to be requested of this Commission, the necessary information
requested under Rule 12 should be complied with pending Commission action. In
this instance the Proration Manager is directed to assign to the wellvonly that acreage
attributable to the well lying within the quarter section upon which the well is located,
in the event the unorthodox unit is approved after notice and hearing and an increase
in total acreage is permitted then the total allowable assigned the well shall be adjusted
and made retroactive to the 1st day of the proration period or the first day the well pro-
duced into a gas transportation facility if the well was not productive prior to January

1, 1954, -

PROVIDED FURTHER that copies of Form C-115, Monthly Production Report,
submitted in compliance with Rule 14 shall be distributed by the operator as follows:
Original to Oil Conservation Commission, Box 871, Santa Fe; two copies to Oil Con-
servation Commission, Box 2045, Hobbs, New Mexico,

IT IS FURTHER ORDERED that nothing in this Order, or Order No. R-368,
heretofore issued by the Commission, shall be construed as re-classifying any well
now prorated on the oil proration schedule as a gas well, and any such reclassification
hereafter made shall only be made after due notice'and hearing, }

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL: CONSERVATION COMMISSION

Edwin 1.. Mechem,

E. S. Walker, Member

R. R, Spurrier, Member and Secretary

SEAL
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

April 27 1954

Mr. Fletoher Catron, Attorney
Blatt Building
S8ANTA FE, NEW MEXICO

Dear Sir; REt OCC Order No. R-461 - )

close two copies of the interim order issued by the Com-
mission in Case A91.

Very truly yours,

W. B. Haoey
Chief Engineer

WBM:inr

@ On behalf of your olient, United Carbon Co., Inc., we en~




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NiW MEXICO

IN THE MATTER OF THE PETITION )
OF UNITED CARBON COMPANY, ING.,
(MARYLAND) FOR AN ORDER OF THE
COMMISSION EXEMPTING IT AND THE )
)
)

PURCHASES NATURAL OAS, YROM THE ;
OPERATION OF THOSE PROVISIONS OF

ORDER NO, R=-368-A, CASE NO. v82,)

OF THR COMMISSION AND RELATED

ORDERS, LIMITING THE PRODUCTION

OF NATURAL OAS IN THE 80-CALLED

JALCO GAS FOOL. NO.

A —————————n

APPLICATION FOR TEMPORARY RELIEF

Comes now the above-nsmed United Csrbon Company, Inc. (Maryland),
and'roapectfully shows the Cosmissiont:

1. That herstofore on march 8th, 195k, it filed with the Come
mission its petition praying among other things that the Comnission enter
its order exempting and excepting the South Eunice Field or Pool, &8 in
said petition referrsd to, from the operation and effect of the Special
pules and Regulstions adopted by the Cosmission by its Order No, R=368-A
in Case Mo. 582 to such extent &8 might be necesssry to ensble it to
obtain from the producers of ges in seid field with whom it had existing
contrects, and to ensble said producers to produce from said field and
deliver to it, the full amount of 42 million oubic feet of gas per day
for uss by it in the manufacture of carbon black in its carbon black
plant in said petition desoribed.

2, That at the time of filing said petition there was peiiding
before the Commisslon Case No. 582 involving, emong other things, the
spplication of Texas Pacific Coal & 0il Company for a re-hearing on thse

Comnissionts Order No, R-368«A theretofore enterad in geid case. Thst

-ln




sald application heving from time to time been set for hgaring and the

taking of evidence on the matters involved, the hearings thereon were
continued from month to month, the last continuance having besn to the
regular hearing to be held by the Commission on March 17, 195k, That as
spplicant is informed and believes the sald application of Texes Pacific
Coal & 0il Company was, at thebhearing.of March 17th, agsin continued to
the regular Ap;il hearing of the Commission, pending the Commissionts
decision in Case Ho., 673, and thet no determination of the matters pre-
sented by said application will bdrhad until after said April hesring.

3., That as this applicant is informed and believes the finsl
determination of the questions involved in the application for re-hesring
of said Texss Pacific Coal & Oil Company will be determinative of whether
said Order No, R-368-A shall continue in effeot but that until such
final determination shall have been héd the Special Bules and Regulations
in ssid order prescribed and governing tha production of gas from the so-
called Jaloco Pool, and more particulsrly that portion thereof heretofore
recognized as and designated the South Eunice Field or Pool, are pro-
posed to ba maintained in full force and effect by the Commission.

h. That as alleged in its petition heretofore filed herein on
the 8th day of March, 1954, aspplicant, £s a result of th» enforcement of
the Special Rules and Regulations so adopted by the Commission by ivs

said Order No, R-368-A, was compelled to shut down and as of February

1, 195k, did shut down and discontinue the operation of one-third of its

said carbon black plent and if said Special Rules and Regulations are
continued in effect and enforced as heretofore, applicant will beforced
to keep at least one-third of its plant shut down with a consequent cone
tinued reduction in its operations.

5. That the continued enforcement of said Specisl Rules and

Regulations as against the producers of gas in the said South Aunice

-2f-




Field or Pool with whom applicant has contracts for the purchase of gas
and from vhom it was obtaining gas for use in the operation of its said
plant prior to the adoption of said Special Rules and Regulations is
causing and will continue to ocamuse applicant irreparable injury and ioss
before a hearing on notice cen be had on applicantts petition heretofore
filed herein, in that: |

a. The partial shutting down of applicant's plant has resulted
in and will continue to result in a higher cost of production of carbon
bleck at its said plant, which cannot be recovered.

b. The resulting reduction in production has made necessary
the withdrawal of carbon black from limited stock to meet market demsnds,
with resulting loss.,

G, Tho/resulting reduction in production wiil preclude it from
fulfilling its contraoct obligations and from mesting market demands, ;
d, The pertial shutting down of its plant is csusing, and will
result in, a reduction in the totsl production of carbon black from-
gas for which applicant has limited term contracts which less of produce
tion it will be unable to recoup.

6., That as applicant is informed and believes the said partisl
shutting down of its plant has caused, and is causing, and if permitted
to continue will ceuss and result in irrepareble losses in production
from the wells in said South Eunice Fiuvld and in injury to the wells
themselves and in irreparable loss to the producers in seid field, to
the owmers of royslties in the oil and gas produced from ssid field and
to the State of New Mexico,

HHEREEPﬁ§;»»4i;icant prays that pending final determination of
the matte.” .aisea oy he applicetion for re~hearing of Texas Pacific
Coal & 01l Company on the Commiasion's Order No, R-36B-A and pending finsl

hearing on applicantts petition heretofore filed herein, the South Hunice




Field or Pool as heretofore recognized by the Commission, and the pro-
ducers in said field or pool, be exempted and excepted from the operation
and effect of the Speoisl Rules and Regulations adopted by the Commission
by its said Order No. R-368-A in Cese No. 582, to such extent as may be
necessary to enable applicant to obtain from the producers of gas in said
field with whom it has existing contracts, and as may be necessary to
enable said producers to prﬁduce from said field and deliver to applicentt's
existing gathering lines, the full amount of 42 million cubic feet of gas
psr day for use by it in the manufasture of carbon black in its plant
hertin inwlved, and that the Comuission forthwith enter its temporary

order ascordingly.
;: ;. %n%ron

Attornesy for applicant
Santa Fe, New Mexioco
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

' IN THE MATTER OF THE PETITION OF
' UNITED CARBON COMPANY INC, ,
- (MARYLAND) FOR AN ORDER OF THE
- COMMISSION EXEMPTING IT AND THE
: PRODUCERS OF NATURAL GAS IN THE
! SOUTH EUNICE POOL FROM WHOM IT
. PURCHASES NATURAL GAS, FROM THE
OPERATION OF THOSE PROVISIONS OF
ORDER NO. R-368-A, CASE NO. 582,
OF THE COMMISSION AND RELATED
! ORDERS, LIMITING THE PRODUCTION
| OF NATURAL GAS IN THE SO-CALLED
| JALCO GAS POOL,,

CASE NO, 691
Order No. E-5

EMERGENCY ORDER OF THE COMMISSION

BY THE COMMISSION:

! Heretofore, on March 8, 1954 the petitioner filed with the Com-

i mission its petition praying that the Commission enter its order exempting
and excepting the South Eunice Pool from the operation and effect of the
special Rules and Regulations adopted by the Commission in its Order No.
R-368-A in Case No. 582 to such an extent as might be necessary to enable

i it to obtain from the producers of gas in said pool with whom it has existing
contracts, and to enable said producers to produce from said nool and deliver
+ to it, the full amount of 42 million cubic feet of gas per day for use by it in thep
manufacture of carbon black.

Thereafter, on March 18, 1954, this same petitioner duly filed

i1 its application for temporary relief, wherein it was prayed that the petitioner
! and applicant be granted immediately, and without hearing, the same relief
heretofore sought in the petition.

' Accordingly said application for temporary relief came on this day
! ¢ for hearing before the Oil Conservation Commission of New Mexico, herein-
after referred to as the "Commission. "

1} NOW, on this 1lst day of April, 1954, the Commission, a quorum

f;: being present at an emergency session, and being fully advised in the premise?,
i finds from and upon the basis of the alicgations containad in said applicatisn

, for temporary relief: !

; 1. That applicant, as a result of the enforcement of the special

Rules and Regulations adopted by the Commission by its said Order No.

'R-368-A, was compelled to shut down, and as of February 1, 1954, did shut

“down and discontinue the operation of one-third of its carbon black plant.

2. That if said special Rules and Regulations are continued in
: force and effect, applicant will be forced to keep at least one-third of its ;
plant shut down with a consequent reduction in its operation. !
, 3. That continued enforcement of said special Rules and Regulatmn%
.as against the producers of gas in the said South Eunice Pool with whom ;
applicant has contracts for the purchase of gas is causing and will continue
' to cause applicant irreparable injury, loss, and hardship before a hearing !
on notice can be had on applicant's petiticn heretofore filed herein. ;

3
i

4. That an emergency therefore exists requlrlng the issuance
of an emergency order.
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" Case No. 691

Order No. E-5

IT IS THEREFORE ORDERED:

1. ‘That for a period of 15 days from and after April 1, 1954,
the applicant, United Carbon Company, Inc., and the producers of natural

¢ gas in the South Eunice Pool, be and the same are hereby exempted and

excepted from the operation and effect of the special Rules and Regulations
adopted by the Commission in its said Order No. R-368-A in Case No. 582,
to such extent as may be necessary to enable applicant to obtain from the

producers of gas in said pool with whom it has existing contracts, and as

may be necessary to enable said producers to produce from said pool and
deliver to applicant’s existing gathering lines, the full amount of 42 million
cubic feet of gas per day for use by it in the manufacture of carbon black
in its plant herein involved.

2. That applicant and all parties in interest appear before the
Commission at Santa Fe, New Mexico, on April 15, 1954, and offer
testimony in support of applicant's petition heretofore filed herein.

BE IT FURTHER ORDERED:

That if after due hearing is had upon aprlicant's petition, as
aforesaid, it be determined and ordered by the Commission that the applicant
and petitioner is not entitled to the relief prayed for in.said petition, then
and in that event the Rules and Regulations adopted by the Commission in its
Order No. R-3683-A, Case No. 582, or any rules, orders or regulations
succeeding thereto, shall have a retroactive effect upon applicant and the
producers in the South Eunicé Pool, for the period of the duration of this
emergency order.

GIVEN under the seal of the Oil Conservation Commission 61

New Mexico at Santa Fe, New Mexico, this 1lst day of April 1954.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

L el

WIN L, MECHEM, Chairman

E. S. WALKER,

2K

R, R, SPURR

ember

, Member & Secretary

SEAL
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BEFORE THE
OIL CONSERVATION 20MT3STON
'STATE OF NBW MEXICO

Santa Fé, New Mexico

LEE R 3E 2

TRANSCRIPT OF PROCEEDINGS
CASE No. 691

Regular Hearing
April 15, 1954

¢
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BEFORE PHE

> - CIL_OGONSELVATION COEiISSICN
Santa e, Ne” lexico

t‘"L .“I" 3 1. l 7 J. / 5,‘

~~~~~~~~~~~~~~ e e )
IN THi MATTER OF: ;_
Petition of United Carbon Comvany, Inc., for an%
order exempting it and the vroducers of natural ga ) Case MNo.
in the South Eunice Pool from vtier it purchases ) 691
natural gas, from the operation of those »rovisions )
) of Order R-368-4 (Case 582) and related orders limit-)
ing the production of natural gas in the Jalco Gas )
Pool. )
L M }
BEFORE: _
Honorable idwin L. Mechem, Chairman
¥r. #®. S. (Johnny) Walker, kember
Mr. R. R. Spurrier, Secretary & Director.
TRANSCRIPT OF HEARING
~ MfR. SPURRIER: The next case on the docket is Case 691,

mR CATRON May it Dlease the Commission, the vpurpose of

chis g xecltlon is pretty well set forth right in the notice of the
hearing. It is to secure the exemption of United Carborn Company

and the vroducers from which it purchases gas for the operating of!‘

the carbon black plant dovn south of Hunice, from the refnldtions

1
lcontained in Order No. R-368-A.

. A . - . T Y . 1 v P | — o 4.'-‘
In vreparing this w»etition I have tried to go baclk and set ToToN

)

the nistory, the circumstances under which the order was entered,

vnich gave to the Jonnson Company, that was Charles Ingu Jjohnson ;
i N i

. N . . i
ICompanry, of which United Carbor is the successor, the c1rcumstqrces

under which that order wus entered. A great deal of the material,

) o
nany of the allegations that are made in the vetition zre saoporteq

ADA DEARNLEY & ASSOCIATES
R COURY REPORTERSE
ROOM 105-106, EL. CORTEZ BL.DG.
PHONES 7-2645 AND 5-9846
ALBUQUERQUE. NEW MEXICO
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. . . N . . .
by focts tnat ars of record vwith the Commission itself.

To oresent witn

®

ssas and have them testify to 211 those facts
and ecircumstances would do no more than consume the time of this
Gommission. fThose records are there for the Commission's consider
tion. They have bzsen referred to, the nistory nas been gone into
because we tinink it is material in showing why United Carbon aﬁd
those from‘whom 1t opuvrchases its gas should be exempted from the
regulations. The enforcement during the past month, wnarticularly
auring Februafy and vart of Karch resulted in cutting dom the
nreduction of carbon black at the vlant, in fact, in shutting down
one-third of the plant itself.

I think possibly a brief review may heln to clear up things
and explain our position. This particular plant was started by
the United States Government. That was back dﬁfing the wér-Aays.

As early as December, 19LL the question arose as to where the gas

v&s Lo come from that was to be used for the manufa

o
3
~
@
o

F
I
%

0]

black at this plart. There was & meeting held of the operators of

the so-called South Hunice Field, or Pool, in Fort Yorth, which

+that a pstition should be made to this body to lift the oil-gas

.

ACCOre

)
0
o)
o
ot
o
[t
o.
@©
o
-
)

ing to the minutes of that meeting, by repre-

0y
;_J

‘sentatives of 1 of the operators. At that meeting it was decidec

ratio in the South Hunice Field, and the nurnose of doing that was
svecifically to make available foruse in ths mannfacture of carbon

£ S ; . . C a1 :
olack, the gos that ceuld be obtained from that field. Following
4

jon that, netitlon was zlven and 2 hearing was duly held. 4t thng
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nearineg bhors were nrosent ronresenihotives of all of i comnanies

vhio wera concerned.  They vere oiven ovwportunity LYo introduco

2 were oiven ornortunity to orasent anvihing Lhnt
o 5 : ! . :
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they mirnt desire in opposition to vnabt was nraved for in tho

nefhition. The net result of that hearing was that the oil-gos

s £

ratio was lifted and it, as I say, wvas for the vurpose of enabling

<

tho§§”companies, trose operators to produce gas for use in this
plant.

About that same time tne Joimson Comrany had made apvlication
for the right to use sas from that Tield and an order was entered.
That order was entered as a result of an executive meeting of the
Commission. It was right along about thzt time that hostilities

betrreen the United States and Janan ceased, The question then
s ES

vas, vnather the nlant would te compnleted, what would be done with

it. The Government disceontinued constructionn. The plant was then

offered, the uncompleted vlant was offered for sale to various
concerns., Among those irterested was the Johnson Company. It was
at that time then, in phay, a little srior to May, 1946 that Johnso
Company filed its petition with this Commission, asking that it

be granted a permit to use 42,000,000 cubic feet of gzZas ver day
from the South HKunice Field. Hezring was held on that after rrove
notice, and all parties interested, all producers from that areza

attended at that hezring, and after the takirs of evidence the

H : . I T S, PR A, ey A S e e b 1y RN .y
Commission erniterad its crder, rantirg to the Johnson Company the

..2,000,000 cubic feat of gza2s =»er day for uce irn that plant, as and

[

1
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whner the clant

arould Lo comnleted,

AL that same time arother, or companior order -.as

PR . . o
T2LLO LN UNAY

available for

Commissiont's Order No. 651 in Casge MNo. 75, in order to make that

gas available

wiaich the Ve

/5, which related %o the new lLimiting

field. In other words, in order to make

Yerwlt vnhicn

b

it was found necessary by the Commission

gas limiting ratio be lifted and that wms done. Th

done upon a full hearihg, ﬁursuant‘ﬁo
claim here on Order MNo. 651 in Case lio. 75

It 1s our positior that by thet order in reliance upoﬁ
the plant was complewed, gathering lines were constructed, and a
treater plant vz

that order, and went irto those expenditure

secuent regulations or even legislation. That -

of the Commission is construed as & jur

2t we accuired

notice given.

P

constructed, thet when we acted in

~

a right which can not now 2e affect:

it 1s considered as a franchise, Oo:

hts under it are vnrotected. “Thot is, in

Case Ho. 59, Order FMo. 59, wiich was
1245, vnich related fo the limiting gas-oil v
e Mield., T would trer like to offer
Commission, dated Loy 25, 194%, &
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was represented by the

that oil-
at also wés

We base our
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investments

that order

h
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substance,
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Chizries snew Jooangon and Sompany,

tihen Commission, wmich granted the Johnson Comvany the riszsht Lo
3 > 2 o o

the use of 42,000,000 cubic faet,

v " T . LI o
HOXT L VTOUL]

like to offer tne order of the Comaission 1in Case

———

Mo. 75, No. 650, which related to the no ljmiting gas-oil ratio
in the Scouth Eunice Pool, aml then Order lio. 551 in Case No. 75,
which is the ordér granting to the Johnson Company the permit to
use 42,000,000 cubic feet of gas ner day.

I have copies of these here. These are, of course, matters of
record, the originals are in the Commission's files and wnile I
don't want to take those out of the Commission's files to make
them a part of the record in this case, I would like to have leave
to substitute duly autheﬁticated:éopies.

I would, at this timé, also lile to offer in evidence the
netition of December 29; 1945, by the operators of the South Zunic

I
ceompanying

Cr

Field, signed by b. D. Bodie as Chairman, with the
exhibit attached thereto, which i5 2 copy of the minutes of the
South Bunice operators meeting held ir Fort Vorth, that I have
referred to.

s

I would then like to offer the transcript of the nrocesdings
4 >

e

B

}

Rld in Case Wo. 59, before this Commissior on #ebruary 12, 19245,
That was en Lhe vetition of the oneractors of the South Zunice
fField, tne pnreceding ext

1ibit, and filually T ovould lite to offer

££2,000,000 cubic feat, nud.on the acconpanying cuestion-of-the
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natural gas from tne South sunice Pool for the purvose of manufactA

i
H

for the use thzreof feor the nurnose indicated. ®

-t . s . 3 2 1. . . 4oL .. : TR . o TT o - e
hesriny is discleosea by the transcrict itself. Variocus views were

rnignt. be_involwved, the regulations-of-LHhe-Semmiggien-era—the

N -~ i -2 3 v e fe o T 3t S -1 - Q . ! . . i
Tifft v of thie oll-gns ratic 1imit in Che Senbth dnrniecs Field,

. 1

Fiile SPURRIER: Are bnese all vour ervhibits that you wisn to

M. CATRON: That is a1l at

ity SPURRIER Are there any objections to the exhibits
offered bv Mr. Catron? lithout objectior they will be admitted.
You will have leave to substitute copies.
iR, CATRON: Set forth in the netition the Order 651 in
Case 75 it is recited that "The Comrission having before it for
consideration the testimony adduced at the hearing of said case,
and being fully advised in the premises", then proceeded to order

in this language:

"The Commission hereby grants Charles Eneu Johnson and

]

=y

omona

"

-

ot

its cermission to use un to 42,000,000 cubic feet per day of

uring carbon black in said company's vlant apvroximately eisht and
one~-n2alf miles South of #Hunice, Few Mexico, which nermission is

to become effective as and to the extent that said comnany'!s »ro-

nosed facilities for the use of saild gas shzll become and be rezdy

The nature of the evidence, testimony that tras adduced 2t that

wno attended |

ot
ol
\:%
&l

1

\

i
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- did get an emergency order continuing our right to take for a timel

“¢onstitube not only & breach by the 3tate through attempted regu-

IR

Lime 16 s nade cleor

force, that this order was entered. abt that
that the war emersency had ceased. It was rno longer z case of a
war emergency which was involved.

I merely want to point out some of those civrcumstarnces, not as

2 matter of argument, bubt merely as a matiter of fact that existed

[#2)

at that time. In any event, as the Commission's records themselve

3 1

disclose, that vlant wes completed and upon the completion of the.
clant the laying of the gathering lines, construction of the re-
guired treater vlant, the gas which had been granted ias taken,
was used and continued §9o e full azmount for the
manufacture of carbon black at that »nlant un to February 1lst of

s year. At that time, as a result of the regulation that is

e

th

in guestion, the prroduction of gas from certain of the wells from

g
which we had been obtai..ing it was cut down to such an extent that
one~-third of the carbon black plant had to be shut down. Should
that regulation be continued in effect, insofar as the carbon
black »lant is concerned, or more properly the producers within
the so-called Jélco Pool, whose wells we have connections with and

from whom we have been nurchasing, it will mean not only that, that

|

one-third nart of the nlant will have to be shut down a

[ge}

ain -~ Ve

-~ It will mean that one-third, zit the least, of that plant will

hzve to be cut down. And, it is our nposition that that would

lation of our contract with i, if

sract, but 2lso that it would be an infringenent of our rights
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urider the order, i the order

of a judgment. Also, we say

nroperty from us without due precess of law..

I don't think thot the Commission at this time wants to go into

the legal questicns, exactly.

recognize that it issued that

good faith; that 1t issued it

body was given an orportunity

LY, 3 g
Lriat 1L

is to be constraoed as in bthe rature

would result in taking our

I think it recognizes, it must

order; that it issued that order in

&
)
cr
o]
=
£
-
}-.-J

1 hearing at which every-

to be heard; and that the Johnson

Company acted on that order in good faith and made t}

rase investmengts.

I am not going to iry to
miscellareous testimony. 1

in the way of an investment

-
dc van

encumber the record now with a lot of

cr

there, T do want to show the nature

to show wnat has been involved

of that v»lant, what it has m=zant to the State of ilew Mexico.

things, while possibly not directly material on

whether we have a vested rignt which

are, none tine less, matters wnich sre deserving

before this Commission, which, after

was initiated.

OLDE N VW, P

can not be taken away from us

all is where this whole thing!

called as a vitness, having bheen firs

follows;

DIRECT X4

GIHATTION

¢ «Will you pleass state vour name?

A Qlden «. Foster.

< Are you, in any way, connected

with the United

ADA DEARNLEY & ASSOCIATES
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ir. Foster?

»

A I am retained by United Carbon as & consultant and adviser.
0 Afe yuu familiar with, or have you familisrized yourself wit
the orerations at the so-called Zunice Flant of United Carbon
Company, which lies some eight miles south of dZunice, New ﬁexico?

AV'I have.

¢ Can you give the Commission some information on tne cost
of the construction of tnat plant?

A I can tell you how it-st&nds on the books of the company,
Mr. Catron. The cost of the ponstruction wvas something in addi-
tion to tnat. Prior te the time that the Johnson Comvany acquired
it from the Government there was a substantial amount invested.

¢ In other words, the figures that yov have are the cost of
the plant, insofar as the Johnson Company and its successor, Unite
Carbon is concerned, without regard to the actusl cost to the |
Governmenrt of the original construction?

i That is correct.

¢ Will you give those figures, please?

a I don't have it broken down as to who made it. United Carbo
Emade subsbémtial inecrease in the totsl invesiment after it
acauired the property from the Johnson Company. The investment,
the gross cost Lo the Johnsog Company and its successors is in the

amount of 02,601
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A It consists of o Lrentar, ¢inre Lives, dwellings, miscollan-
eous equipment and the vlant itself,

Y You mentioned nipelines, will you describe the nature of

those vinelines?
A  The pivelire gathering systemr in the fiéld.gathers from the
oroducers from wiom we vurchase the gas, brirgs the gas in to the
treater plant and from that noint on transports it a distance pf
about nine miles to the carbon nlant.

Q As I understand the zathering lines, those i.ere pipelines
that were built to make connection to the wells, at least the
scurces of the gas, so that it could then be transported to the
treater v»lant, is that correct?

A That 1is corract.

@& Ther there is the main line frem the treater plant te the

carbon blacik vlant oroger? -

¢ Those gathering lines from the treater plant had to be con-
structed vefore the carbon black nlant proper could be put in
overation, isn't that correct?

There

ptn

A And the comprzssor station. s a compressor station

that brirgs the gas in from.the wells to the treater »

3

% Are you familiar with the area from which the gas 1s obtaine

sathered and token to the trester plant? That is, as to

O i

which is

rHether it is within what wes then desiznated as the South Funice !
{
I
Field? |
{
e e _ - !
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A The area from vhich the rlant cobbtains ite zns supnly is the
arca designated by the 0Ol Conservation Cormission as tne South
suvnice Oil Fleld. | That is a designated area., The order granting

thes nermission to use thi

)]

g2s limited us to that sarea Iin securing

the =as,

[
e
o
3
<

9. Mr. Foster, are you familiar with the operation of the

1f, tnat is the ‘carbon black »nlart, the nature of the overa-

e tent
iy TIs that built in sections, I mean, so that one rortion can Y
siiut off independently of the others?
A Yes, sir, it is.,.

Q During this vast winter, early spring, was a portion of that
rlant shut down?

A Until the 21st of iarah.

Q What was the extent of the shut-down of thé plant during
that period?

A ell, I might say that the daily average gas consumption in
the fourth auarter of 1953 xas,u2,025 ¥ cublc feet, during the
month of February it was 27,L49 . cubic feet. A decrease during
that month of 14,576 II cubic feet per day, or 34.7 vercent.

g How did that reflect itselfl in the operation of the vlant?
How much of the nlant was shub down as & conseguence ofkthgt?

A well, the olant s shﬁt dovn, ol course In proportion to

the volume of «ns wvced, Tt was ot about in direct proportion.

it is a typical channel tyce vlant, 1 am famili
n

e e s e B e e o - - PR — e e e o e e et e o i = e e o e = = e}
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e docrease in the product manufactured was almost exactly in
provortion to the curtailment of tne gas supplv.

~

G vhat was that curtailment in zroduction?

by

A During the fourth guarter of 1953 the average production was

72,459

pounds. During February the production was 47,978 rounds.

The decrease was 24,511 pounds during the month of February, or
32.8 pvercent decrease. That compares with the 34.7 percent de-~
crease in gas conswinbion.

J  Can you give us any idea of the effect of that reduced oro-
duction resulting from the curtailment in the supoly of gaes on
the cost of production of Lhre ocarbon vlack?

A T have information as o the »roduction, the e¢flect of the
reduction in consumption of zuas, but 1 thinit the clearsst way to
resent that is to say that during the fourth quarter of 1953, our
average daily profit was [1,543.00. Durings the wonth of February
the orofit was $237.00, a loss of approximatoely £/5 of the profit
by reason or suffering & third droun o the Lhronsh rmat, and the
decrease in profit during Februnry was ;1,300.00 per dav.  So, to
cut us down in that proportion cauwe clace La vaiLting us into the

red.

.
&

. . 3 - B ; . N s !
Have you ary information, lir. Foster, on Lhe rayo!l off Lhe

Y . - I Eal
L Lot S s

comnany and the operation itsel!l, of

of $230,000.00.

Q@ Have you any figures on the amouns in Laves thah 1o being

" - e g P A
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naid by the company on Lhat nlant to the State of New ilexico?

A Total taxes during 1953 were $319,500.00, consisting of

o

;6,;35.00 property tax, 457,9595.00 on school tax, ,1,585.00 of
use sax, »85.00 automobile tax, 34,000.00 unemployment tax.

& Can you give us any f{igures on the Qalue of the »lant? You
have testified to the cost Qf the original construction, its
depreciation, reserve; Tfigures’ of that sort, lMr. Foster?

A 7ell, the depreciated cost, as of the end of 1953 stands on
the books of United Carbon 2t 1,302,30&.59. The reason tnat figure
is of imporbahce to the company is thabt we have term contracts for
the production of this gés and it doesnt't fellew that if we are
curtailed in the month of February and larch that we will make it
up in some later neriod. Any loss we suffer is a permanent loss.
In other words, the contracts rﬁn for about 1,000 days. Ve stand
to Jose each day about that proportioﬁ of our total expected
préfit. It isntt deferred, it is an actual 1ossl

& wWhat impact has the reduction in the production of carbon

black at this plant had on the carbon black industry as a whole?

¥

, A I think that question can best be answeredbyour position as fo
i ) ~ 10 3 By 1 . . -
rthe stocks of this type of tlack. The carobor black industry, just
|

1

Jin rourd nmumber figures, the carbon black industry stocks of channgl

‘tyre, at the end of December, 1953 was 233,000,000 pounds; at the |

. Yoy N TN - L opatmde - e T~ ~1 T T .
and of Janpary 1950 thoere was o slight reduction, about half a

million ~ounds.  Thne and of Feobruary, 1954, the reduction was a
01,100,000 pownds., e odo not nave the stdeis at the end of iarch

R e e R 3 e e e e 4 e e e o e < e et o o e e e s e e e e e amd
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for the industry 2s a whole. hat I hove jast described results

in the Tact that between December 31, 1953 and Fobruary 28, 1054,

there has been a reduction of a little lass than 2,000,000 nounds p.

black for the industry as a whele.  The United Carbon Cowmpany's
position, whiéh is substantial, Bt nos, of course, a controlling
factor in the industry, is this; our stocis at the end of Decenmber)
1953 were 52,000,000 povunds. At tne end of Janunary, 1954 they
were 51,000,000 nounds. The end of February they were L9,000,000
nounds ard the end of March, 42,000,000 rounds. In other
vords, our stocks have gone down to 2 larger extent than our Jloss

from this plant alone. Our nositiocn in the industry is becomning

gquite embarrassing, because we can not ©o on indefinitely Ffurnish-

ing our companies with & loss of stock of this sort. Any reduction

in curtaillment that we suffer is serious with us.

7i?. SPURRIER: Let's recess until 1:30, lir. Catron.

ICatron?
MR. CATRON: V/ill you ovlease take the stund again, HMr. Fosten
OL by W, »OSTEHERIR,
1
DIRLCT SXAHMINATION

{Continued ;

2y MR. CATRON:
%
4
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Q Can you state, Mr. Foster, from what concerns United Carbon
has taken gas in the South Eunice field?

A Texas Pacific Coal and 0Oil Company, Cities Service 0il
Company, Continental 0il Company, New Mexico Federal Unit, Ohio
0il Company, Two States Drilling‘Coﬁpany, Mid-Continent Petroleum
Company, and maybe one othery I think that is the list. ‘

Q Those concerns frém which it has been taking gas from the
beginning, as far as you know? A Yes, sir. ’ |

Q Is there, as far as you know, any gas within that field
that would be available at this time to United Carbon?

A No, sir, we know of no gas except one well of Continental
¢ 0il Company, the volume from which is quite small, operated on an
intermitter and been considered and the conclusion reached that
_it was not practicable to take the gas. So far as we know, that

is the only gas available.,

Q And so that if there were a reduction in the amount of gas
that you, that is the United Carbon would be permitted to obtain
from those producers with whom you have contracts, and from whom
you are now taking, yoﬁ would not have any source of supply, other
source of supply within the Eunice field, South Euniée field, is
that correct? ‘ A That is correcé.

- . Q And to the extent there would be a reduction in the pro- <
duction of those concerns from whom United Caébon’buys gas, there
would be a lack of gas and the plant would have to be shut down
‘proportionately?

A Yes, sir.

Q As y"ar as you know, has United Carbon or its predecessors,

e or the JthSQn“QQmpany,“beenmwilling;tnmtakeﬂfnom_other_producers_m_"wwmi
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in that field since the building of the plant?

~ A We have,
Q Have efforts been made to obtain gas from other producers
in that field? |
A Yes, sir, in that field and elsewhere.
Q Without success? A That is right.
Q When was it, to your>knowledge, that United Carbon‘succeeqed
to this plant and took over the operations of it?
A I am not certain as to that date, Mr. Catron, but I believe
it was about the first of January, 1950, it might have been 1949.
I am not certain as to just when that date was. I could find that
out, of course.
Q United Carbon has been operating continuely since that date?
- A Yes, sir, operated under the name of Johnson Company for
several years, that is why I am uncertain of the exact date of takling
over, I thrink it has been in the néme of the Johnson or United
Carbon for the last six years or last five years, excuse me.
MR. CATRON: If anybody desires to cross examine, they mayr
MR. SPURRIER: Anyone have a question of Mr. Foster?
MR. WOODWARD: John Woodward representing Amarada.
CROSS EXAMINATION

By: MR. WOODWARD:

Q@ Mr. Foster, what kind of gas is the applicant in this case
taking into its plant? I nave reference to whether it is classi-
fied as casinghead gas or dry gas, under its present gas purchase
contracts?

A Mr. Woodward, we received gas from our suppliers and have

e > T e o
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this proceeding that some of it is coming from three or four wells
T classified by the Commission as gas wells. The balance of the gas
we have no knowledge of it. I would say, however, that it probablly
was casinghead gas that is gas produced with oil. «

Q Are you connected in the South Eunice field with all pro-
ducers of gas in this area? A No, .sir, we are not.

Q There are some pfoduceré in the field with whom you are
not connected? A That is correct.

Q I beiieve you made the statement and I believe your petition
reflects the foliowing and I read Paragraph 26 of applicantts
petition. ™"That the special rules and regulations so adopted by
the Commission by its said Order No. R-368-A in Case No. 582 and
the enforcement thereof as against the producers of natural gas in
the South Eunice Field or Pool with whom petitioner has contracts
for the furnishing of gas for use in its said carbon black plant
and from whom it has been obtaining gas for use in said plant,
has resulted in precluding the said producers of gas in said field
from prodﬁéing and furnishing to petitioner gas in such quantities
as to provide petitioner with the full 42 million cubic feet of
gas per day to which it has the 1awful‘right under ﬁhe Commissionts
Order No. 651 in Case No. 75, and has further resulted in depriving

petitioner of the full h? million cubic feet of gas per day to whigch

it has the iawful right under the Commission'!s said order, notwithp
standing the fact that there is available in and from the said
South Eunice Field or Pool, and more specifically from the»producers
of gas in said field or pool with whom petitioner has existing

contracts, in,excesé of the 42 million cubic feet of gas per day
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- our prices are competitive with other purchasers in that area.

operation of its said plant at full capacity, and by reason theredf
petitioner has been compelled to shut down and discontinue the
operation of one-third of its said plant." At what price did you
offer to buy?

A Ve have a contract with the producers in which therelare

a number of elements that enter into the price. We censider that

Q@ Are your gas purchase contracts a matter of record in this
case? ) A No, sir.

Q' They are not,the contracts which you are contending in
your petition that maybe abrogated by reason of Order R-368-A are
not a matter of record in this hearing?

A No, sir, that is correct.

Q Do you know or do you have within your knowledge any infor-
mation that would indicate whether gas is available at a price in

excess of that which you offer to purchase in tle se adjacent areas

]

MR. CATRON: May I ask what you mean by adjacent areas?
MR. WOODWARD: I would include, if I may refer to an Ex-

hibit that is not of record hére, simply for the purpose of identi

T

ficatioﬁ, any of the gas areas shown on these four maps on the wall
beginning in the Eumont, Jalco Arrow gas fields or in the Eunice
or South Eunice fields.

MR. CATRON: Well, I object to the question as being wholly
immaterial because our whole, the whole basis of our petition here
is the fact that the order which was granted and entered intc is

1limited to the South Eunice field.

MR. WOODWARD: Now, I am not directing these questions wit

ot

regard to that order but _simply am inquiring into_a_statement_madel
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‘stand the testimony, the scope of the testimony, it goes beyond

in the petition that gas is not available to petitioner. Now, I
would like to understand if they mean it is not available to pe-

titioner from the South Eunice field or other areas. As I under-

the South‘Eunice field.

MR. CATRON: The question I asked Mr. Foster was as to
whéther, to his knowledge, there was any gas that was available in
the South Eunice field, I think that is what the record will show.

MR. WOODWARD: Well, if it does not show that you amend
your question to limit it to that field. ’

MR. CATRON: That is the way it was stated, I dont't have 4

amend it.

MR. WOODWARD: As long as it is limited to that field, we
have no further concern.

Q@ Now, I would like to understand further applicantt!s positil
with respect to your right to take the amount of gas permitted by
Order 65i. Is it your position and standing that that right, if
it is a right, was acquired subject to police powér of.the State
of New Mexico? 1

MR.ACATRON: That is a legal question, I don't know whethe
the witness is competent to answer it.
MR. WOODWARD: I think the question is directed to you, Mr
Catron, as the position that you are taking in this nearing, it is
purely a matter of understanding what your contention is here.
MR. CATRON: My position is the order speaks for itself.
MR. WOODVARD: And you are not taking any position with

regard to, that is any formal position with regard to the acquisi-

on

tion of your rights?
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MR. CATRON: Anyjformal position as to what?

MR. VWOODWARD: As to whether or not the acquisition of>your
rights under -that order are sﬁbject to the order.

MR. CATRON: Subject to the extent the order prescribes
that they are. Our position is that“you can not have subsequent
legislation or regulations which will impair the obligibions of
that order or the rights conferred by it. |

MR. WOODWARD: That answers my question, thank you. I
would then ‘like to draw attention Paragraph 7 of the petition, of
applicant's petition. Namely, Paragraph 2, "That said suspension

shall become operative in the foilowing,“ excuse me -- I would

like to draw attention to Section 2 of Paragraph 19, that is Sectibn

2 of Order 651. “"The order herein is in lieu of this Commission's
permission granted to said company for the use of gas from said
pool for carbon black manufacturing purposes dated May 25, 1945,
and shall remain in effect for so long as and to the extent that
the,use of said gas shall not result in or constitute waste as de-
fined in the 0il and Gas Conservation Laws of the State of New
Mexico." We would, on basis information gained in direct and crosb
examination, like to make a statement with regard to this case.

Qur cross examination of the witness is complete and if it is con-

sidered proper, we will defer that statement until cross examinatien

is complete from others that may have questions to ask.

MR. SPURRIER: Anyone else have a question of Mr. Foster?
Mr. Smith.

MR. SMITH: J. K. Smith, Stanolind 0il and Gas Company.

Q Mr. Foster, as I understand your application, also your
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testimony, you are presently operating your plant at a two-thirds
capacity, is that correct?

A Little more than that but substantially that, but it varies
from day to day. That is about right.

MR. CATRON: Let me amplify that an application was filed
for an emergency order under which we were given a fifteen day
period during which we could, or one of the producers could produck
an a@ditional amount. of gas whiCh:enabled us to operate the plant
in part, that was the .part that had been s hut down.

Q That brings us to the next question. Have you been nominai
ting for gas purchases in the connection with the proration order
in that area?

MR. CATRON: I can -answer that question. We did not take
to nominate at the beginning for two reasons; we did not feel we
or the producers which we took from fell under those regulations;

secondly, because as I understand those wells which are directly

involved were not classified as gas wells until after the reégulation

was adopted that required the nominations.

MR. SMITH: Then, as I understand your statement, Mr., Catron,

you are not at the present nominating for the gas you are using in
your‘plant? -

~ MR. CATRON: We made a nomination, if you want to call it
that, for a certain purpose in April. It was a nomination that was
made without prejudice to this case or waiver of any of our rights

under it, and specifically provided by making that nomination, we

did not recognize we fell within the scope of the regulation, or

the two producers from which we were taking fell in the scope. Thdt

‘nomination was made as a convenience to the Commission, and also tg
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assist us in getting temporary gas.

Q@ Mr, Foster, or Mpr, Catron,-- T don't know which of you isi
testifying-~one additional question. On the nomination for pure
convenience, did you nominate the 42 million? - |

MR. CATRON: No, sir, we did Not nominate the 42 million,
because the only wells that were involved, or that the Commission
has stated fell under the-regulation, did not produce that volume
of gas and.we, therefore, limited our nomination to the amount that
We contemplated would be taken from the gas which. the Commission f

has said fe1l under the regulations, , !

Q I WOuld like to direct & question to Mr, Foster, Buring

the period of time that, or prior to the issuance of the proratio
orders, establishing proration in that area, has your prlant at ala
times taken 42 million cubje feet of gag? | !
A It varies a-little bit, Mr, Smith, isntt ap exact quantit
but substantially that, it.averages very close to that within, I

would say less than half 3 million feet averaged over g years

Q You consider yourself obligated, shall we Say, by the con-
tract with the Commission, here to take 42 million?

A If it was or is available, yes, sir,

Q In other words, it would constitute a breach of your con-

A We are obligated to take the gas ir it is there,

Q In other words, they are taking positions; a4s you always
have‘in the past and are required under thisg Order to at aj3l times
take 42 million regardelss of market conditions or the necessity ¢

N your plants or any other factors that may enter into
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the operating of your plant from an economic standpoint?
A We operatehthe plant at the rate of 42 million feet per
day if we have got the gas.
Q If you have the gas? A Yes.
Q And you consider that it,is your obligation under this

Order that you continue to take the 42 million and at no time 15

million or a less quantity than 42 million? ~

A That is correct, we consider we are under obligation to take

it if they have got it.
MR. SMITH: I believe that is all, thank you.
MR. SPURRIER: Anyone else? Mr. Rhodes.

By: MR. RHODES:

Q Mr. Foster, you stated that you made a nomination during
the month of April with the 0il Commission for the purpose of ob-
taining some gas.

A You ésking me the question?

Q Yes, sir.

A I believe the question was asked and ﬂr. Catron answered if

Q -Well, who signed the order?

A I didn't ask the question, Mr. Smith, 1 believe asked the
question? Did'you not juste--

Q (Interrupting).Let me start over again. Did the United
Carbbn Company submit a nomination for gas from the Jalco Pool at
sometime»in Aprii?

A United Carbon Company submitted a nomination for gas from
the Cities Service Company, Cities Service 0il Company from four

wells that are classified under Commission's orders as being in th

Jalco Pool.

W
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set-up" means.

" with the élst of March.

Q Then, you did nominate for gas under our present proration
setup? . ) A T dontt know.
Q You seé, in order to--

A (Interrupting) I don't know what the words, "our proration

Q@ In other words, in order tc obtain this gas and to, or to
purchase this gas you had to nominate it, the purchase‘of so much
gas from the Jalco Pool during the month of April, since this Pool
is a prorated pool.

A I dont't believe that is a correct statement of why we had
to do it., Ng, sir, I dontt believe that is d correct statement.

Q Well, did you nominate, regardless. of what the reason for
the nomination was, did you make a nomination?

A We nominated as I stated, sufficient gas to enable us to

opefate the plant at the 42 million rate for the 11 days, starting

@ You remember how much gas you nominated, Mr. Foster?

A I would have to look at that record.

Q I believe it was 17 million cubic feet a day, if I might

supply that’figure, and your total daily take, Mr. Foster, you said

it was approximately 42 million feet a day?
A That is correct,
Q And there are four wells under consideration here, are the
not?
A I think that is correct, yes, sir.
Q And the total number of wells from which United Carbon draﬁ

gas comes to something like 22, doesn't it?

NS

A I am not prepared to state that., W, buy our gas and the
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producers don't know how many wells they have hooked on or where
the gas is coming from. We are buying under a supplier type con-
tract, we have no control over the field, don't know how much or
who, what well supply we have or whatvlease; we have no knowledge
of that. ’

Q Well then, as I understand, you stated that your total take
is approximately 42 million feet a day and since you have nominated
17 million feet from the four prorated wells in the Jalco Gas Pool]
and since this 17 million feet approximates 40 percent of your total
take for one day, is that correct?

| A No, I think you are arriving at an arithmetic conclusion.
We took that quantity from certain wells to operate until the date
of this hearing and how the arithmetic was arrived at, I don't know.
I believe the arithmetic is leading to an assumption that is not
consistent with our take from the field. We wanted gas to operate
until the expifation of a 15 day emergency .order and that is the
way we got it. It amountéd to the arithmetic you state.

Q It did amount to the arithmetic I stated?

A I think that is correct, it amounted to that figure, it
was a figure arrived at to give us the certain amount of time. Ha{l
the fifteen day period started at the time we petitioned for it,
it would have expired, let'!s say the 3rd, 4th, or 5th of April, but
¢ would have been inconvenient for the assembly to come here,.
so I think convenience had considerable to do with the quantity.
It was simply an arithmetic quantity. If it WOuid have been 18 daﬁs
or twenty, it would have been more.

Q Then, you submit that by nominating 17 million feet from

the Jalco Pool, you did not intend for that 17 million feet to come
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from these four wells which are concerned in this case, or should
I say, which are subject to proration?.
A That was the only place that we could get the gas.
Q Why is that, you purchased from others besides tie operator
in those four wells, didn't you?
A That is correct. We purchased from everybody that we have
a contract with ih the field. |
MR. RHODES: That is all I have.
MR. SPURRIER: Anyone else? Mr. Howell.
MR. HOWELL: Ben Howell representing El Paso Natural Gas
Company.
By: MR, HOWELL:

Q Mr. Foster, were your takes from these four wells in the

month of January of 1954, at the same rate that you had been taking

UM

previous that time?

A That is a variable quantity, Mr. Howell, it depends on--
well, each producer is supposed to supply us rateably with what gas
they have available up to the total of 42 million; we don't know
where that gas is coming from and sometimes one producer gives us
a little more and another a little less, so to what extent--if you
look at the month of December, for example, for~i953 or December
1952, 1 am sure you would find»an entirely different ratio; practi-
cally every month we take no fixed quantity from anybody.

Q Is there any great variance in the amount you took in Jan-
uary, 195h, from your average takes preceding that time?

A I never examined the record for that, I don't know.

Q How much did you take from these four wells in the month of

dJanuary, 19547

S
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A I think we supplied that information to the Commission, I
believe that is a matter of record, I dontt remember.

Q With reference to the Clauson 1-J Well, did you take
68,144,000 cubic feet of gas during the month of Januvary?

A If that is what the record shows.

Q And from the Clauson A-1l, did you take 194,651,000 cubic
feet of gas?

A Well, the answer is the same to this exterit, I do not know
whether the producer or our company furnished those figures but I
am quite sure if they were furnished for the recdrd, they are
accurate, they are metered, it is in a metered Quéhtity.

Q You wouldn't deny that the figures as shown by Order Numbe
A-G-1C for March, 1954 are correct as to January, would you?

A I would expect them to be correct, sir,

Q And from the Clauson 3-I well, your takes were 194,650,000
cubic feet during that month?

A If that is what the record shows, yes, sir,

Q So, that as compared with the allowable given to gas wells

in the field from those three wells you took, as to one, an excess

of 31,723,000; as to another an excess of 158,230,000 and as to a
third, an excess of 158,292,000, if the record so shows, that is
correct?
A VWe take from the producer, if the record shows that is the
producert's production from that less, your statement is correct.
Q You would not deny, if it appears on the March order for

proration, that that is a correct statement?

A I don't deny; 1 stated the record so far as I know is correct.

b

r

tion

Q Is it your company's desire to continue to take the produc
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from these three wells at that rate?
A Vle want to take 42,000,000 feet a day from the South Eunig
0il Field according to our contract with the producers and the
order we received from the Commission.
Q And if an order to that quantity, it will require you to
take from these three wells at that rate, you desire to do so, is

that correct?

A Ve desire to continue to take under the order we have from -

the Commission and producer!s contract.

MR. HOWELL: That concludes our cross examination, We do
have a statement we would like to put in the record at a later tin

MR. SPURRIER: Mr. Stahl. ¢

MR. STAHL: Stahl, with Permian Basine Pipeline Company.
By: MR. STARL:

Q Mr, Foster, I believe you testified that no gas was avail-
able to your company in this area. -Is my recollection correct?

A In the South Eunice 0il Field as defined by the Commission

Q In the South Eunice 0il Field? A Yes, sir.

Q Is there any, is there any gas available from what we call
dry gas wells in the Jalco Field?

A I have no knowledge of that, Mr. Stahlr

Q Have any efforts been made by your company to secure ad-
ditional gas by virtue of purchasing it from gas wells in the dJalc
Field?

A The Jalco Field is defined by the Commission, I assume you
are referring to--

MR. SPURRIER: That is right.

¢}

y:{ The dJalco Fi.

<
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1d is an area that is extended over a conside

able‘
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scope of territory. We have always felt that we were limited as
to the- scope of our territory by this Commission order, so long as
the producers from which we have contracts had enough gas to supply
use. When the question arose as to the possibilities of a decline
in that rate of supply .we looked elsewhere, and that occasion was
several years ago. ‘

Q You mean the Clauson Cities Service Wells?

A No, sir, we looked outside the South Eunice Qil Field. 1Ip
other words, we could see the handwriting on the wall, we thought

and we thought what if we needed more gas, so we looked around. A

U7

it turned out, we didn't need more gas and the people with whom we
negotiated did not supply the gas, I mean we were unable to come
to an agreement with them, and to that extent we have looked else-
where and as I say, maybé two dr‘three years ago, but not since
that time.

Q@ Not since that time?

iA ’?Nétito‘mY‘kﬁowiedge;‘no, sir.

Q ﬁithin your knowledge, are there any wells or any acreage
which does not have a well which is not presently committed to an-

other market in the economic, within economic reach of your plant?

L

A Without being factiteous, I would say you had all the info
mation on that} you are seeking gas in that area.

G T am asking whether your company has made any efforts--

A (Interrupting) I told you we considered ourselves, as long
as this area could supply it we consider ourselves bound to stay
within this area. |

Q@ Would your company have any objections to goiﬁg outside

this area if the Commission rules that you -are not permitted to
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“tions, we will furnish a copy of the one we have here, it happens |

overproduce these Clauson Wells, does not give yoﬁ an exception?

A We want to operate that plant. 1f we can secure gas else-
where, and at the same time protect our present suppliers, we will
consider it.

Q Do you have, within your knowledge, tﬁére has beer: no acti
taken by your company within the bast six months to secure such
additional gas? A No, sir.

Q Dontt you feel you are a little prematufe, Mr. Foster?

A No, sir, I don't, We are down to two hundred-fifty a day.

MR. CATRON: Premature to what?
MR. STAHL: Not having exhausted the possibilities of se-

curing gas from some other source,

MR. CATRON: We are trying Eorprotect our rights under what

we consider a writ, an order.

- MR. STAHL: That is where you and I differ.

- WAV ey Een TN L Tan s e
CrTII AT RN o G PR €9 Fii n;g,h‘\, .

Mﬁ. SPURRIER: Anyone else have a guestion of Mr, Foster?
Mr. Adair. |

MR. ADAIR: Adair, with Texas Pacific Coal and 0il Company|
By: MR. ADAIR:

Q In order that this record may be complete, do you happen
to have available thecopy-of the contract you entered into with the
producers in the South Eunice Field?

A We have a photostatic covpy of thé contract.

Q@ I wonder if you would make it a part of this record?

A VWe have no-bbjection, the contracts are identical, the con

tracts with all our suppliers are ijidentical and if you have no objs

A
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~~ . "Q That is all right.
A They are identical with all other of our suppliers.
Q 1 believe the contraét has been amended in respect to the
price paid, since it was originally entered into?
A Yes, sir.
Q- Otherwise, the contract that you offered in evidence con=~
stitutes a contract? | A That is correct.
’ MR. STAHL: That is all I have.
MR. SPURRIER:‘ Anyone else? Mr. Woodward.
_ MR. WOODWARD:' One other question.
i By: MR, WOODWARD: |
! Q Do I understand that contract and all its terms are now in
I . the record?
> A Yes, sir, that is my understandlng. We are- suppiylno brat B
- .at‘ihe ;équest of Texas Pacific Coal and 0il- Company.
MR. SPURRIER: 1Is there objections to the inclusion of thi
contract in the record?
"MR. WOODWARD: Well, T will--
MR, SPURRIER: Without objections, admitted.
a ‘ MR. WOODWARD: 1Is there an inclusion of the entire contract
and all its terms?
' A That is correct.
MR. ADAIR: Except the price.
A There has been a revision in the amount of money paid.
MR. WOODWARD: The price of this contract is not a matter
of record? '
Y A As 1 stated before the elements of price are four or five

o be the one with your company.
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in number and they are all in there except the amount paid, dollars

and cents per MCF paid; the other elements are all in there, gather-

ing, pipeline pressure, everything, quantity terms.

MR, WOODWARD: The formula is the actual contract?

A The contract is ‘complete except for the revision in per MCF.

MR. SPURRIER: What is your objection to including that

price in this contract?

A Ve hadn't includeéd the contract until we were asked to, that

was put in at the request of the other company, we had not expected

to put it in.
MR. CATRON: We have no objection to putting it in, as to
what the price may be.

MR. SPURRIER: Well, what is that price then?

A On a 5025 basis, 3.91. I would call your attention however

to the fact, it is a term contract, low pressure gas, fixed quantiﬁy

per day; all those things were considered in negotiating the price
and the total consideration have a bearing on it. |

MR. SPURRIER: You say low pressure gas?

A Yes, sir, we take the gas down to 15 pounds and we come ang

get it. We gather it.
MR. SPURRIER: Anyone else have a question of Mr. Foster?
MR. CATRON: Also has to be treated, is that correct?
A That is correct, it is treated sour gas that we treat.
MR. SPURRIER; Mr. Rhodes.
By: MR. RHODES: |

Q@ HMr, Foster, dcoes that contract provide whereby Texas Pacif]

will provide you with a stipulated amount of gas?

Iy

s

A No, sir, we take it rateably from all producers under whom
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we have that
Q
A

contract,

How about any of your other contracts?
All the same. Jusl a different name in each contract, the
total volume is mentioned 42 million a day per order.

Q

Prices all the same? A Yes, sir..

MR. SPURRIER: Anyone else? Any further questions of the

witness., 1If not, he may be excused.
(Witness excused.)
MR. SPURRIER: You have another witness, Mr. Catron? |
MR, CATR@N:V No, sir, just one thing else, 1 negotiated

to offer the original petition of Johnson Company on which Order

Number 651 was based. I was checking the transcript and it doesn!
appear in the transcript. I would like to have the petition as fil
with the Commission, incorporated as an exhibit, if it has not bee
marked, and substitute a copy for it.

MR. SPURRIER:

Is there objections? Without objections it

will be admitted and substitution may be made.

A
pREad

CA Oﬁ; ;wa;ii am taking the position, if the Commiss
please, it is before it's own records that this is in the nature
of a--it is not an adversary proceeding, it is a hearing before th
Commission and it may, of course, take notice of its own records .
~and the proceedings before it. It may take notice of its records
as to the production of gas from the South Eunice Field, from the
wells from which United takes, and the quantity that has been fur-
nished, and I request that the Commission du take notice of those
things.

For the rest as I stated at the beginning, the right eleme

[

on

1

6

L

s

of this petition, of course are the backbone of it. It is all a
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introduced and the testimony that has been givén-by Mr., Foster.

matter of vrecord before this Commission. The matter of how much
we pay for gas ig wholly immalerial to our rights under the Order}
I made no objections to a great many of these questions because
to get up and make a lot of objections would qut encumber the

record that much more. But we are concerned with ﬁhat are the

rights under that Order.

We are not seeking to put the Commission in an embarrassin

position, we are not seeking to embarrass anybody. We want to live

up to our ‘contracts with those from whom we have been taking gas,
and we want the Spate to live up to the contract that it entered
into with us. But whether it be regaréed as a contract or a fran-
chise or whether it be regarded as a judgment of a judicial body,
that is the substance of the thing.

I have no more evidence; such evidence as is required is

right in the records of your office, except for what we have now

I would like to make a few‘remarks as to some of this his-

torical background as disclosed by the transcript of the proceedings

that were held back in 1945 and 1946, and if the Commission will
bear with me, 1 will make it very brief.

We here in New Mexico for many many years, have been trying
to get industry to come into the State, we purport to offer induce-
ments., We cannot hope to have industry to come into the State, if
we are going to hold out opportunity with one hand and take it away
with the other hand. If we are going to have individuals from out-
side the State come in here and make expenditures of their money

and the assurances that the State gives in one guise or another, wd

Q

<>

cannot continue to induce industry to come here, if we then take av
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what we have granted.
ey  This enterprige was an industry for the State of New Mexico.
In its inception, it had maybe its origin in War necessity? buﬁ
oraev vas entered that War necessity was
over with, we were no longer carrying on hostilities with anybody,.
and if you will reaa the transcripts of proceedings in those cases|,
you will find that the queSﬁion of how this gas should be utilized
‘most beneficially was raised and was discussed and that at that
time it was the opinion an the expressed view of the Commission thiit
if we could use this gas for industry within the State of New Mexito
that that was advisable and was to be preferred over using that
gas in other ways which would carry it outside the State of New
Mexico,

. It was on that theory and those representations and on the
testimony of representatives of the very companies who are here
now, today, that that Order was entered. The very companies who
are here, represented at this hearing were represented then, they-
had full opportunity to be heard, some of them got up and expresseé
themselves and it was on the strength of those expressions and
upon the considerations that I have mentioned that this industry
. was started. Insofar as this particular plant is concerned, we
feel that not only as a matter of law but that as a matter of justlcé

that nothing should be done which would destroy that industry which

was encouraged to come into this State, which has paid taxes into

the Treasury of this State, which has meant employment in this State.

That is all.

MR. SPURRIER: Mr. Woodward.

MR. WOODWARD: I would like to state first that we agree
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g with a statement that Mr. Catron made earlier in the proceedings,

N I believe, to the effect that this probably was not the proper
form to argue matters of law. However, certain contentions are
made, as I understand it, by petitioner, are made in the petition
and he has asked for, as a matter of law and as a matter of justide.

Therefore, I would like to simply state our contentions .in this

matter. OQOur contentions, legal contentions in the matter, and at
the outset we are stating our legal contentions in this matter as
a opponent and not as a propoﬁent of this application.

We note first that the Legislature of this State declared
that the police power of the State extsnds to the protection of
correlative rights, It is our contention that every contract,
every agreement and every man with any right in this State is sub-
. Ject tothat police power'whether or not that assigrnment is granted|
. The State has chosen to exercise all its power that it may be
granted under the Constitution.

It is our position that acquisition of applicantts rights
under Order E-651, is subject to this power of the State to protect
operators under correlative rights and that, the reduction or cur-
tailment of applicant's rightito.take 42,000,000 cubic feet' of gas
N from the Eunice Field under Order R-368-A does not constitute an
unconstitutional abrogation of applicant'!s contractual rights in
any sense of the word. Those rights, whatever, they were, were
acquired with reference to this power and the exercise of the power
cannot abrogate those rights. .

Second, applicant did nct, it is our position, did not ac-

quire such a vested property interest in its right to take this

) 42,000,000 feet of gas under Orderb51, that limitations.on that right -
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-and that in the exercising of these powers, the Commission under

‘of our business but I would like to point out why we have made it

37

would constitute and unconstitutional taking of applicantts propenty,

for the reason we do not believe it acquired a right of that nature.

Third, the grant of applicant!s right under Order 651 is

expressley made subject to the Commission's power to prevent waste

the 14th Amendment of the Federal Constitutién, and under the Statpe

Constitution cannot unreasonably discriminate among producers of
gas in the pool, if it issues any waste orders in that pool.

That is the crux of our position here, that to arbitrarily

discriminate in the beginning, to some producers in the same commoh

source of supply, protection which is denied to other producers,
opens that order to a Constitutional attack.

Now, I would like to say further that this looks like none

our business, that is, why we are here, why Amarada is sticking itk

nose in United Carbon's application. It is this.

As you may know, there is a contention before the Commission

. ]
now that the South Eunice Field has, as well as a great many other

gas and oil fields have, part of one common source of supply. We

are very much concerned in seeing that a valid proration order is

issued for that area, and we are very much concerned that any special

treatment which is given to any gas purchaser or any producer which

subjects that order, when it is issued, to an attack is a matter
of primary concern to all producers .in the State. It is a matter
of primary concern to the State itself.

Now, we do not know and cannot know the extent with which

some producers may take exceptions to that sitvation. Whether or

,

not it is a matter of real concern to him, he may be so effected bj
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the Order‘ultimately issued in some other area Lhat this of fers
an Achilleg Heel t¢ the contire provation scheme in the State, and
we do not feel that any purchaser, however meritorius their claim
may be,v ana whatever the equities involve, deserve a protection
which would invalidate a proration order for so large an area in-
volving such tremendous resources, and the interest and equities
of so many other people.

MR. SPURRIER: Mr. Malone.

MR. MALONE: - If it please the Commission, Ross Malone for
Gulf. Gulf opposes the granting of the‘requested exception, for !
this reason. In our view, if it is granted it is entirely incon-
sistent with an attempt to allocate production of gas wells in the
area that is now embraced in the Jalco, Langmat, Arrow and Eumont
Gas pools, as will be shown by evidence which Gulf will present in

Case Number 673.

It is our view that there is in fact, a common source of

supply here and to eliminate, out of the heart of that common sourge

of supply, apprcximatgly 20 wells from the operation of a prorationp
schedule would, we feel, be not only inadvisable but invalid.
MR. ADAIR: What wells are you referring to?
MR. MALONE: I believe the testimony was there were approxi
mately 20 wells fromkwhich the applicant was taking gas.
MR..ADAIR: They are not all within the Jalco Pool or Subje
to the existing regulations, even under the theory of the Commissid
MR. MALONE: The number of wells is of no consequence, what
ever. The principle is the same whether it is four or 20. If I wd

in error in the number, I will withdraw the statement.,

ct

Ne

s

MR. ADAIR;M"ﬂeWarevconcennedwnowwwithﬂthoseﬂpartieular~#ell -
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they grant the exception that such a grant would be an arbitrary
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which the Commission contends and you contend fall under the exist
regulations. and I believe that is just four, dantt that right
Bill?

MR. MACEY: Four wells under the gas proration schedule,

MR. ADAIR: The rest are outside and not to be considered
in this connection then.

MR. MALONE: In that connection, I would like to modify myj
statement then to make it applicable to the four wells, and point
out that insofar as the owners of’the other adjacent acreages, to
those four wells, the results would be equally as disastrous as ifj
there were 20 wells involved.

MR. SPURRIER: Mr. Smith.

MR. SMITH: Stanolind would like to join with Amarada and
Gulf in the statements that have been made in opposition to the
granting of this exception.

I would like to state at the outset we have no quarrel
with the United Carbon Company to continue to operéte their plant,
but we do think that granting an exception of this nature would,
as Mr. Woodward pointed out, set of a chain reaction which would
serve in itself to invalidaée the entire proration orders that mig
be issued in this field, you must protect correlative rights, the
Supreme Court of the United States has passed upon the power of th
Commission in Oklahoma to abrogate and change the terms of existin
contracts which permitted the Oklahoma Commission to set a minimum
price for gas.

I think it is within the authority of the Commission, in

exercise of police power, to change this order or not. I think ifl

ing

1]

2]
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to result in anything other than the permission of certain wells

LO

exercise of discretion of the Commission. It certainly isntt goin|

UM

to go the limit of the 42,000,000, Your market trend is declining}
it 1is inequitable draining and migration over great distances and
over a great number of years it would eliminate gas from peoplets
possessions?ggd ultimately go to other people who will produce it.
There is a deprivation of invested right that has been ﬁhere,
probably a great deal longer than has been the right of United Card
Company .

I would like to submit one other thought, that is that
certainly the power of the Commission to issue the original crder
was no greater than the power of the present Commission, and what
one Commission has done, a later Commission can certainly undo. I
cannot consider that the Gommiséion has authority to write a contra
with me or with my company which will permit us to do certain thing
for ten or fifteen or twenty years from now.

MR. SPURRIER: Mr. Stein, with the El Paso Natural Gas
Company.

MR. STEIN: It is our b elief when gas wells in a gas pool
are prorated that all should be prorated, and we feel very strongly
exceptions or exemptions to the rules should not be made. We
further feel that consumption of high pressure gas from gas wells
by carbon black plants is wasteful, particularliy when casinghead
gas is being flared in the same county, and we frown on that.

We have under contract a great deal of residue gas and a

great deal of casinghead gas. Ve certainly do not wish to run any

industry out of New Mexico. We will be very happy to sit across

on

ct

the table from United Carbon Company and trv to work out some reas¢n-
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or casinghead gas for the operation of their plant.

MR. SPURRIER: @r. Hinkle,

MR. HINKLE: 1If the Commission please, Clarence Hinkle witk

Humble. We would like to go on record as being opposed to thé
petition of the United Carbon -Company in Case Number 691. As ex-
pressed-by Mr, Smith and Mr. Woodward, I think this Case has been
submitted purely as a question of law, I don't think it is a matt
of law that the entering of an Order by this Commission would granj
the United Carbon Company an exclusive permit or franchise to take
the gas. If there is any latitude on the part of the Commission,
we think as a matter of policy, it would be a great mistake for
the Commission to make an exception of this kind in connection
with our proration setup.

MR. SPURRIER: Mr. Foster.

MR. FOSTER: I hope this Commission will, and I am sure thg
it does recognize this application for what it is{ This is an
elaborate attack being made upon the'Ofdef‘df the Commission pro-

rating gas in the Jalco Pool. Now, the order itself does not

4

expressley provide for any exceptions to be made to it. Perhaps it

should have done so but it didn't. But had it provided for an ex-
ception of this nature, it is clearly evident to me that the ex-~
ception would have been void, for the very simple reason that it
would place it within the power of ﬁhe Commission to gfant an ex-
ception, just for any reason that might be advanced.

Now, with all the broad pow: rs and discretions that this

Commission possesses, there are some limitations upon the Commissig

act wiith the, whereby ULhey can be furnished either residhe

(L
"3

T

G

v

s

povier. _They.are well recognized, I believe, by everybody, and one|

-
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of those limitations is that you cannot just arbitvarily and indige

'criminétely grant exceptions to your proration order, Now, there
are oniy two valid exceptions that may be granted, and I think the
Commission has the power to grant those €Xceptions, implied at ieast
in all those instances where they are not expfessley pfovided for,
and one is, to prevent waste, certainly that isntt here., And the

other, is to prevent confiscation of propérty over which the Com-

Now, the Commission, in its proration order hasntt sought
to exercise any jurisdiction over the operation of the carbon black

plant, it has merely sought to exercise jurisdiction over'.the pro-

And, I believe once we get this thing into a proper focus that we

s

Mwon't have much ppouble_in:applyinefthe right’ruieS'and'affi§é aé
the vighc ruie . |

MR. SPURRIER: Anyone else?

MR. DIPPEL: Harry Dippel, Continental 0ij] Company. Contis
nental would like to have the record show that it too, is opposed
to the applicant, the application in this Case, Rather than to
try to pinpecint our reasons, we should just liké to endorse what wds
said by Mr, Woodward in behalf of Amarada and Mr. Smith in behalf
of Stanolind.

MR. STAHL: Stahl with Permian Basin Pipeline Company, 1

don't want the record to show that Mr. Stein is the only person

that is in the ga S_Eﬂ_l.éili_b_usir!ess;if;@_iz‘v:@ needs gas, we are | '
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in the gas selling business too., W%We will be happy to sell it to

them if we can work out a deal, but I can assure Mr. Foster and
Mr. Catron, it won't be for a price as éheap as 3.91 cents,-

MR. SPURRIER: Anyone else?

MR. CATRON: If there is no one else, I would like to have

a closing word.

MR. SPURRIER: There is someone else. Mr. Stein, would yoh

care to say what you did awhile ago under ocath? You have any ob-
jections to it?

MR. STEIN: What part of it, all of it? ©No, I have no ob-
jections to it, I am very sincere about it, I am not up here kiddij
anybody.

WILLIAM B. MACEY

a witness, having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By: MR. KITTS:

Q State your name, please? A William B. Macey.

Q And you are employed by the 0il Conservation Commission, as

Chief Engineer, Mr. Macey? A Yes, sir.

Q@ Mr. Macey, have you examined the petition in this/Case and
the records, transcript of former hearings and so forﬁh introduced
and made a part of the record in this Case?

A Yes, sir.

Q And from your inspection or study of those instruments, do
you care to make any comment or have you reached any conclusions?

A Yes, sir, I‘have examined in part and in some places in

whole, the entire record that Mr., Catron introduced in his presen-

™

tation. I think one of the most significant things which no one
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has brought out as yet is the fact that the original order in the

Ll

South BEunice Pool--

Q (Interrunting)What number was that?

A 1 believe it was Case 59--if I may refer to the record,
Case 59, Order 589. The original Case involved the gas-oil ratio
limitations in the South Eunice 0il Pool. The South Eunice Oil
Pool was, as the Commission determined, essentially a gas reservoi
but’ it was an oil pool as defined by the Commission. Now, we'weré

dealing with casinghead gas produced with oil, the gas-oil ratio

limit ‘in the pool speaks for itself. 1In the presentation of that

Case, it was pointed out there was a lot of gas being flared, being

wasted and they gave the Charles Enew Johnson Company the permit

to take 42,000,000 feet of gas from the South Eunice 0il Pool.

Now, I think that the records of this Commission will show

that the Commission has delineated the Jalco Gas Pool under their
powers and the Jalco Gas Pool is defined as the Yates, and all but
the lower one hundred feet of the Seven Rivers. That is the way

it stands right today. The permit which the Johnson Company got

was for flared gas from oil wells. Whether their contract pertaing

to flare gas from oil wells or what it pertains to, is not essenti
the point. The Commission very specifically limited them to the
South Eunice 0il Pool.

liow, the Commi.ssion has come along and under their statuto
authority have re-~defined, have defined a gas pool and they have
gone ahead and'prbrated that gas pool., The four wells under con-
sideration here are all producing from the limits of the Jalco Gas

Pool. I personally examined the vAl logs, the well records, and i

r

b1

ry

t
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Eneﬁ Johnson Company applies Lo the South Bunice 8il Pocl, in the
e casinghead gas and not to the Jalco Gas pool in the dry gas which
is produced therein.

I mizht also point out in the gas sales contracts which wete
entered into, the record, this particular contract is with Texas
Pacific Coal and 0il Company, I believe the record in this Case
shows that it is the same with everyone involved. The contract
€ i specifically covers the Seven Rivers and Queens Formation. I will
read this in the record, Paragraph 25, page 6 of the contract:

"This contract covers gas from all wells drilled or to be
drilled on the above particularly described land, produced from
the two formations occurring below the Yates Sand, Commoniy known

as the Seven Rivers and Queens Formation, except thereof required

: by seller for operation and development of their leases, lessors

or assigns." The records of the Commission on the four wells re-

-
yo
e

flect that some of the gas was brought out of the Yates Formation.

FRRECERG: i

Therefore, they are not even covered by the contract, that producing
3 zZone.

Now, I believe that if the Commission were to go ahead and
we have heard this case of the large volumes of gas that have been
. produced, but I contend if the Commission is to allow this, recognijze
it and allow them to take this much gas from the gas wells in the
Jalco Gas Pool, they are defeating proration,

I further contend that the Rules of the Jalco Gas Pool give
to the United Carbon Company an opportunity to purchase that gas on
the open market. If the United Carbon Company needs 17,000,000 feet

of gas from these four wells, it is obvious to me that under the

, proration. system, that those wells will not be granted that allowablle
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and thai allowable will be reassigsned to other wells in the Pool

et

according to the Pool Rules, consequentlly somebody is going to
end up with an underage, as far as the take is concerned and even-
tually going to have to take that gas and dispose of it somewhere;
the logical place, of course, would be to United Carbon Company.

I have no quarrel whatsoever with United Carbon Company's
obtaining dry gas in exception to the Commission's Rules, but Ibdo
contend that to allow this permit to be kept in force and effect’
and to allow them to have an exception to the Pool Rules would de-~
feat prom tion.

MR. KITTS: You wish to cross examine, Mr., Catron?

MR. CATRON: No.

MR.SPURRIER: Any question of the witness? We will take
a short recess.

{RECESS)

~

MR. SPURRIER: You have something more, Mr. Catron, in 6917
MR. CATRON: I have one brief statement I would like to
make. I will try not to strain the patience of this gathering or

the Commission.,.

There are one or two corrections, I would like to have méd
in what has been brought out. If reference would be made to Order
650, in Case 75, it will be found thét the Commission at that time
made a finding that the South Eunice Pool was primarily a gas pool
at that time. There was still oil being produced but the very

reason for lifting the oil-gas ratio was to enable, not only the

additional production of gas for this carbon black plant but also,l
according to the evidence that was introduced, to permit the recov

of o0il which according to the testimony would otherwise have been l

ry
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-knew of the finding that was made, there was no protest made to

lest and never have been recovered.
We are stiil dealing, at that time, when this Order was
entered, with a pool which was producing oil though it was then

classified as primarily a gas pool. All of those who were present

at that time knew of the delineation of the South Funice Field, they

that, there was no evidence directly contrary to that geology and
technical engineering testimony, that was offered at the time.
What now is objected to, the basis for the objections that are now

being made is that though they had full opportunity to be heard at

that time, although all the geological factors and all the engineep-

ing factors were available and could have been admitted and most

of them.were admitted at that time, now, they feel there has been

some change in that and therefore the Order should also be changed|
We could have that continue from day to day from here until

doom's day, bécause your engineering factors, your geologic. factors

are going to be changed to suit the various economies of the varioy
companies that are here. They are so speculative themselves that
the very thing that has been developing here and the conflicts that
have been occurring illustrate that you don't know what is going
on underneath the ground.

So, I say that we have here something that was granted to
us upon which we reliéd upon, which we made our investments; to now
abrogate that Order would deprive us of our property without due
process of law and would impair the obligations of our contract.
I-am talking avout the contract with the State. Not merely the

contracts with our producers,

1S
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no court in the world who wbuld_go back and say you éo&ld re-intro
duce evidence on the same point on which there has been a debision
and vary that decision. You may have a reversal, you may have a

departure from a decision in legal effect; but that does not undo
the rights that have become vested under phe decision that is being
reversed. Those became fixed. That is a fundamental principle of

law,.

So as far as the offer of El Paso Natural, that is not con
trolling on the Commission here, It doesn't have a direct bearing
on what our rights may be. Certainly, we would be willing to deal
with them if there is a solution to this thing but we do not feel
that our rights should be dependent on our ability to make a con-
tract, whether it be with El1 Paso Natural or with Permian, We |
still recognize and feel that we have obligations to those companies
with whom we have contracts and from whom we have been purchasing.
We do not want to be forced into a position where we are either
going to deny them what they are due or that we are going to be
deprived of what they are ready and willing to furnish us.

As far as correlative rights are concerned, the ones that
are mentioned in the statute are primarily those which are calculated
to give each producer equal opportunity to market. We have sought
to give those producers in that field the opportunity to sell to.
us. We were not critical from whom we took. As far as the offer
of E1 Paso Nétural is concerned, it is too bad that was not made
several years ago, at the time when we attemnted to make a deal with
them and were turned down.

T still feel that this is a case which is little different

from the ordinary one where you can fall back on the good old
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regulatory powers of the Commission under the pélice power here.
The State has gone out definitely and encouraged this company to
come in and build this plant and spend this money on representation
that it would be permitted to obtain that amount of gas from that
field which was a definite field., That was done with the knowledge
of all these companies that are here,

We feel that we aré entitled to go ahead on the strength oﬁ
that permit. After all, that line that was drawn west of which;
say this falls within the Jalco Pool andthe subject regulations
and on this side, it does not. From the evidence T heard here ét
different times, it was a purely arbitrarial line apparently. I
don't want to get into those technicalities, I don't know a damm
thing about them. That seems to be an arbitrary proposition. That
vhole question would have been eliminated if that line had been
moved over a short distance., That is all.

MR. SPURRIER: Anyone else to be heard in the Case? Mr.
Stahl.

| MR. STAHL: I would like to make one statement in answer tg¢
Mr. Catron's broad, general statemert that all companies had an
opportunity to be involved whén the Order came out during the War.
For Mr. Catronts information there was no Permian Basin Pipeline
Company at that time,

MR, SMITH: One brief statement, purely, say in denial of
the conclusions of law that Mr, Catron stated. 1In the first place
I don't think the Commission has authority to write a contract nor
has it the right to issue a franchise. It has never had that right

in my opinion. If such an implication can be given to the Orders

that were entered, they were void since their inception because of

S

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORYERS
ROOM 105-106-107 EL CORTEZ BLDG.
PHONES 7-9648 AND 8-9546
ALBUQUERQUE, MEW MEXICO
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lack of authority on the Commicssion., S¢ far as the suggested frank
chige, the suggested contract and the other was a judgment. With
respect to the finality of a Jjudgment, I had occasion sometime bvack
to set aside a judgment which had been final for eight years in Fe&
Court. ’
MRY SPURRIER: Any other comment in this Case? If not, w$
will take thé case under advisement and move on to Case No. 692,
MR. CATRON: Before you do that, may I ask one thing? You
have taken the case under advisement. We have an emergency Ofder
that expires today. I would ask that it be put in the record, a
request on the part of United for extension of the emergency order
for a further period of 15 days and if the Commission will permit,
I will then file.tomorrow an application for it in writing. We are

confronted with the same situation we were confronted with just 15

days ago. I belie ve that the Commission realizes the conditions un

eral

der

which that emergency order was entered, originally, and what warranted

it.

MR, DIPPEL: Henry Dippel, representing Continental., If the

Commission please, we are a direct offset operator and as we under-
stand it, I haven't looked at the map, one of our engineers has, an
he says that our State E No. 17 Well is a. direct offset to this. W
are-going to object to a further extension of the emergency order.
We believe that our correlative rights are not being protected.
MR+ SPURRIER: Any further objections to Mr. Catron's moti
MR. DIPPEL: I would like to emphasize that is a State Lea

and our ® rreldive rights are not oveing protected either,

(=7

bn 2

Be

midnight. 1Is there anything further in this case, Case 6917 If no

MR, SPURRIER: Mr. Catron, we will get you an answer before¢-
I,

ADA DEARNLEY & ASSOCIATES
SYENOTYPE REPORYERS
ROOM 105-106-107 EL CORVEZ BLDG.
PHONES 7-9648 AND 5-0548
ALBUQUERQUE. NEW MEXICO
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we will take it under advisement, and move on to Case 692.

Some of the carbon black people have approached the Commissioh

on Rule 404. The Commission has no preconceived motion on anythin|

different than the Rule now states. We are sitting here to take
testimony to either amend or revise or delete or add to this Rule.
Is there anyone to be heard in Case 692%?

e ale e S J(
AR S SO X G 4

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )

SSe

WE, ADA DEARNLEY AND MARIANNA MEIER, Court Reporters, do
hereby certify that the foregoing and attached transeript of
proceedings before the New Mexico 0il Conservation Commission,
at Santa Fe, New Mexico, is a true and correct record to the best
of our knowledge, skill and ability.

IN WITNESS WHEREOF W& Have affixed our hands and notarial
seals this 26th day of April, 1954.

VN

Notary Pyolic )//

My Commission expires:

June 19, 1955

L Notary Public
My Commission Expires:

April 8, 1956

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS -
ROOM 105-106-107 EL CORTEZ BL.DG.
PHONES 7-9643 AND 5-9846

- ALBUQUERQUE, NEW MEXICO
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

THE MATTER OF THE PETITION OF UNITED

CARBON COMPANY, INC,, FOR-AN ORDER OF

THE COMMISSION EXEMPTING IT AND THE

PRODUCERS OF NATURAL GAS IN THE SOUTH

EUNICE POOL FROM WHOM IT PURCHASES

NATURAL GAS, FROM THE OPERATION OF

THOSE PROVISIONS OF ORDER NO, R-368-A,

CASE NO, 582, OF THE COMMISSION AND

RELATED ORDERS, LIMITING THE PRODUCTION

OF NATURAL GAS IN THE SO-CALLED JALCO

GAS POOL.,
CASE NO, 691
Order No, R-461-B -

ORDER OF THE COMMISSION

BY THE COMMISSION:

Petitioner United Carbon Company, Inc,, having heretofore filed on
the 28th day of June, 1954, its application for rehearing in the above-styled
proceeding with respect to the order of the Commission, entered on the
10th day of June, 1354, and the Commission having examined said petition
and being fully advised in the premises, finds: that the application for
rehearing is without merit, e

IT IS THEREFORE ORDERED, that the application for rehearing

'shall be and the same hereby is denied,

DONE at Santa Fe, New Mexico, on this Z ~  day of July, 1954,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

S Mol

EDWIN L. MECHEM, Chairman

SEAL

~~

'y
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Oli. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICC -

July 7, 1954
Mr. Fletcher Oatron, Attomey
P. O. Box 788
SANTA FE, NEW MERICO '“ T
Dear Sir: " fiE:  0CC Case 691

N S
For your information and that of your client, United Carbon
‘Company, Inc., we enclose two copies of Order No. R-461-B
signed by the Commission on this date in Case &91.

Vory truly yours,

W. B. Macey
Chief Engineer
WBMinr

Enocl.




I "

INTER-OFFICE TRANSMITTAL SLIP

To7.7/@(//r/4/¢/(“f//%‘i/ -
FROM/K/r§

%
( ) For Approval 7 /

ol
{v71 For Signature

( )} Note and Advise

(‘/{ Note and Return '_
{ '} For Your Files

( ) For Your Handling

- ﬁ(e/;//!j(k’ é(/‘é\/é Ledg, ~
,é ? ....... AZL ........... ot ﬁ/d




REC EIVE 2.
OFSice oy THE 24 VERNOR .
SA NTa FE, Ny

e g 9 oy gy 5,




Memo -7
R. R. SPURRIER
Director

L

. Fs & "a‘%{“"-'
o W/ A ?/ ot / KA ,ffi 2
-f ’g" _,/,, : Re ‘
¢
- / -‘ ’
! {44,1 5 .r'A " i :-‘( ’ { ) ’(’d),‘;" ‘




MAIN CFFICE oce

LPJAUN 20 P 2116

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERTING:

THE MATTER OF THE PETITION OF UNITED
CARBON COMPANY, ‘INC,, FOR AN ORDER OF

THE COMMISSION EXEMPTING IT AND THE ,
PRODUCERS OF NATURAL GAS IN THE SOUTH CASE No, 691
EUNICE POOL FROM WHOM IT PURCHASES ORDER NO, R-L6l-A
NATURAL GAS, FROM THE OPERATION OF

THOSE PROVISIONS OF ORDER NO, R-368-4,

CASE NO, 582, OF THE COMMISSION AND

RELATED ORDERS, LIMITING THE PRODUCTION

OF NATURAL GAS IN THE SO-CALLED JALCO

GAS POOL.,

APPLICATION FOR REHEARING

- Comsa now the above-name? United Carhon Campsry, Inc., and
requests that it be granted a rehearing iﬁ the above-styled proceeding
with respect to the order and decision of the Commission entered
herein on the 10th day of June, 1954, and in support of its applica-
tion alleges that it believes that said decision is erroneous in the
following reépects:

l. That the Commissionts Finding No, 1l is erroneous in that
in considering, issuing and appiying the Rules and Regulations per~
talning to the Jalco Gas Pool referred to, in such a way as to affect
the rights granted to Charles Eneu Johnson and Company, Petitionerts
predecessor in interest, by Order No. 651 of the Cormission in Casé
Noe 75, in Finding No, 3 referred to, the Comission exceeded its
statutory authority and by applying said rules and regulations to ths
0il and/or gas wells in the South Funice Pool from which Petitioner

was taking and had been receiviﬁg gas pursuant to said Order No. 651,

L.




in Case No. 75, under contracts with the operators of or producers of

gas from said wells, the Commission exceeded its statutory authority.

2, That the Finding of the Commission, No. 1L, "that the
enforcement of the Jalco Gas Pool rules and regulations contained
in order No. R-368-A does not and has not deprived Petitioner of any
of its legal rights, nor has Petitioner been thereby deprived of its
property without due process of law", is erroneous in that it is con-
tra to both the facts esfablished at the hearing herein and the law
applicable to the facts so established,

3. That the finding of the Commission, No. 15, "that the
enforcement of said Rules and Hegulations has not impaired the obliga-
tion of Petitionerts contracts with producers of gas, in violation
of the Fourteenth Amendment to the Constitution of the United States,

" or in violetion of Article IT, Section 18, of the Constitution of
the State of New Mexico", is ervonsous in that it is coitra to the
facts established at the hearing herein and to the law applicable to
the facts so established.

i, That the finding of the Commission, No. 16, ®"that the
Jalco Gas Pool Rules and Regulations contained in Order R-368-A
apply to all gas well gas producers within the defined limits of
said gas pool; that neither the petitioner nor any producers of gas
within the limits of the Jalco Gas Pool is entitled to an exemption

s : to said Rules énd Regul.ations as prayed for in the petition', is contra

t to the facts established at the hearing herein and to the law applic-

able to the facts so established.

b. That the Commission erred in entering its said Order
denying Petitioner the relief prayed in its petition in that thereby
Petitioner has been and is deprived of vested rights and property

interests granted to it by, and acquired in reliance upon, Order No,

2




651 in Case No. 75, above referred to. That said Order is erroneous
in that it results: |

A. In impairing and depriving petitioner of its legal rights
under the Commission!s Order No. 651 in Case No. 75 in
violation of the llth Amendment to the Constitution of
the United States; Section 18, Article II of the Consti-
tution of the State of New Mexico;>and Secfioﬁ 19,
Article II of the Constitution of the State of New Mexico.

Be 1In depriving petitioner of its property without due
process of law, in violation of the 1lhth Amendment to
the Constitution of the United Sﬁates; Section 18,

Article II of the Constitution of thé State of New
Mexico; and Section 19, Article II of the Constitution
of the State of-NUw'Mexico.

Ce In Impairing the obligations of the contracts existing
between petitioner and the producers of gas in the said
South Eunice Field or Pool with whom it has contracts,
in violation of the lhth Amendment to the Constitution
of the United States; Section 18, Article II of the
Constitution of the State of New Mexico; and Section
19, Article II of the Constitution of the State of New
Mexico.

D, 1In causing, as petitioner is informed and believes,

' irreparable losses in production from the wells in said
field and irreparable loss to the producers in said field,

royalty owners, and the State of New Mexico,

UNITED CARBON COMPANY, INC,
By
. ¢ LALXO

Santa Fe, New Mexico
Attorney for Petitioner




OIL CONSERVATION COMMISSION
P, O. BOX 871

> SANTA FE, NEW MEXICO

June 11, 1954

New Mexico Law Library
Supreme Court Building
SANTAFE N N

Gentlemsnt
We submit for your permanent official records three coples

of 01l Conservation Commission Order No. R-461-A issued on
June 10, 1954, in Case 691.

- Very truly yours,

I. Re Trujillo
Office Manager
IRT snr

— Tug &= € 2

Please receipt and return copy:
Received by o

© pater _ LS /i
(/7




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
' CASE NO. 691
Order No. R-461-A

THE MATTER OF THE PETITION OF UNITED

CARBON COMPANY, INC., FOR AN ORDER OF

THE COMMISSION EXEMPTING IT AND THE

PRODUCERS OF NATURAL GAS IN THE SOUTH

EUNICE POOL FROM WHOM IT PURCHASES 19
NATURAL GAS, FROM THE OPERATION OF THOSE

PROVISIONS OF ORDER NO, R-368-A, CASE NO.

582, OF THE COMMISSION AND RELATED ORDERS,

LIMITING THE PRODUCTION OF NATURAL GAS IN

THE SO-CALLED JALCO GAS POOL.

ORDER OF THE COMMISSION

BY THE COMMISSION:

HERETOFORE, on March 8, 1954, the petitioner filed with the Commission
its petition praying that the Commission enter its order exempting and excepting the
South Eunice Pool from the operation and effect of the Special Rules and Regulations
adopted by the Commission in its Order No. R-368-A in Case 582 to such extent as
might be necessary to enable it to obtain from the producers of gas in said pocl with
whom it has existing contracts, and to enable said producers to produce from said pool
and deliver to it, the full amount of 42 million cubic feet of gas per day for use by it in
the manufactiure of carbon black. .

THEREAFTER, on April 15, 1954, the said petition came on for hearing, at
which time testimony was taken, evidence was presented, and argument of counsel was
heard.

NOW, on this 10th day of Jure, 1954, the Commission, a quorum being present,
having considered the testimony, evidence, and argument of counsel adduced at said
hearing, and having considered also the legal authorities submitted by petitioner to the
Commission on April 30, 1954, and being otherwise fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by law, and hearing
having been duly held, the Commission has jurisdiction of this cause.

(2) That heretofore, in 1946, the petitioner's predecessor, the Charles Eneu
Johnson Company, filed its petition with the Commission praying that it be issued a
permiil, in lieu of or as supplemental to and amendatory to a permit theretofore issued
to it on May 25, 1945, to use up to 42 million cubic feet of natural gas per day from the
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South Eunice Oil Pool in Lea County, New Mexico, for the manufacture of carbon -
black.

(3) That thereafter, on May 8, 1946, said petition came on for hearing in
Case No, 75; that thercafter, upon consideration of and as a result of the testimony
adduced at said hearing, the Commission thereupon entered its Order No, 651 in said
Case No. 75, providing: ‘

"IT IS THEREFORE ORDERED THAT:

"SECTION l: The Commission hereby grants Charles Eneu Johnson
and Company its permission to use up to 42,000, 000 cubic feet per
day of natural gas from the South Eunice Pool for the purpose of
manufacturing carbon black in said company's plant approximately
eight and one-half miles south of Eunice, New Mexico, which per-
mission is to become effective as and to the extent that said company's
proposed facilities for the use of said gas shall become and be ready
for the use thereof for the purpose indicated.

"SECTION 2: The order herein is in lieu of this Comimission's
permission granted to said company for the use of gas from said

pool for carbon black manufacturing purposes dated May 25, 1945,
and shall remain in effect for so long as and tothe extent that the

use of said gas shall not result in or constitute waste as defined in the
Oil and Gas Conservation Laws of the State of New Mexico."

(4) That the "South Eunice Pool" referred to in Order No., 651, Case No. 75,
was an oil pool,

(5) That contemporaneously with the making of said Order No. 651, the Com-
mission entered its Order No. _650, which provided in substance:

"SECTION I: No limiting gas-oil ratio shall be applied in the South
Eunice Pool, inasmuch as said Pool is now primarily a gas reservoir;
provided that the oil produced with the gas shall not be in excess of the
current top unit allowable; and provided further that the gas produced
from said pool shall be put to beneficial use so as not to constitute
waste, except as to wells in said pool for which there are not facilities
for the marketing or application to beneficial use of the gas produced
therefrom. As to such wells the heretofore existing gas-oil ratio of
6,000 cubic feet shall apply.

MSECGCTION 2: The order herein is in lieu of Order 589,

"SECTION 3: The effective date of this order shall be July 1, 1946."
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(6) That after the entering of said Orders No. 651 and 650 by the Commission,
the Johnson Company purchased from the United States Government and the Reconstruc-
tion Finance Corporation the partially completed carbon black plant, and proceeded
with the completion of said plant; that the said Johnson Company also entered into
contracts with the producers of natural gas in the area recognized as comprising the
South Eunice Oil Pool for the purchase from them of natural gas; that the Johnson
Company constructed gathering lines for the purpose of transporting the natural gas-

‘thus contracted for to a compressor and treater plant erected by said company.

(7) That thereafter, on February 17, 1953, after due notice and hearing the
Commission duly entered its Order No. R-264 in Case No. 245, designating, naming,
and defining the gas pools of LLea, Eddy and Chaves Counties, New Mexico, including
the Jalco Gas Pool in Lea County,

(8) That the lateral limits of the Jalco Gas Pool, as presently established
and defined by the Commission, pursuant to law, are embraced by and included within
the South Eunice Oil Pool, as defined by the Commission at the time of the entry of
Order No. 651, issued in Case No. 75..

(9) That the vertical limits of the Jalco Gas Pool, as presently defined and
established by the Commission pursuant to law, include the Yates formation and all
but the lower one hundred (100) feet of the Seven Rivers formation; that the vertical
extent of the South Eunice Oil Pool, which is still in existence, is presenily defined by
the Commission, pursuant to law, as the Seven Rivers formation.

(10) That on November 10, 1953, after notice and hearing, the Commission
duly entered its Order No. R-368-A in Case No. 582, which established certain rules
ard regulations for the said Jalco Gas Pool, in Lea County, New Mexico; that said
rules and regulations, as established in said order, provided for and pertained to well
spacing, gas proration, gas proration units, gas allocation, balancing of production,
granting of gas allowables, and reporting of production, among other things.

(11) That in considering, issuing, and applying said rules and regulations
pertaining to the Jalco Gas Pool, the Commission has acted pursuant to its statutory
authority to prevent the waste of gas and to protect correlative rights.

(12) That the wells from which petitioner purchases gas, under contracts
with certain operators, are producing from the Jalco Gas Pool and/or the South Eunice
Oil Pool; that petitioner has been unable to procure gas in the amount of 42 million cubic
" feet per day from operators with whom it has said contracts of purchase, due to the
rules and regulations promulgated in Order R -368-A pertaining to the Jalco Gas Pool.

(13) That petitioner did not participate in Case No. 245 or Case No. 582, and
eek rehearing of said cases,

(14) That the enforcement of the Jalco Gas Pool Rules and Regulations contained
“in Order R-~-368-A does not and has not deprived petitioner of any of its legal rights,
nor has petitioner been thereby deprived of its property without due process of law.
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{15) That the enforcement of said Rules and Regulations has not impaired
the obligation of petitioner's contracts with producers of gas, in violation of the
Fourteenth Amendment to the Constitution of the United States, or in violation of
Article II, Section 18, of the Constitution of the State of New Mexico.

(16) That the Jalco Gas Pool Rules and Regulations contained in Order R-368-A
apply to all gas well gas producers within the defined limits of said gas pool; that neither
the petitioner nor any producers of gas within the limits of the Jalco Gas Pool is entitled
to an exemption to said Rules and Regulations as prayed for in the petition.

IT IS THEREFORE ORDERED:

That the petition of United Carbon Company, Inc., be, and the same hereby is,
denied,

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.
STATE OF NEW MEXICO
OIL. CONSERVATION COMMISSION
EDWIN L, MECHEM, Chairman
E. S. WALKER, Mémber

R. R, SPURRIER, Member and Secretary . «

(SE A L)




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION COM-
MISSIO: OF NEW MEXICO FOR THE PURPOSE
OF CCNSIDERING:

THE MATTER OF THE PETITION OF UNITED CASE NO. 691
CARBON COMPANY, INC., FOR AN ORDER OF ORDER NO. R-461-A
THE COMMISSION EXEMPTING IT AND THE PRO-

DUCERS OF NATURAL GAS IN THE SOUTH EUNJCE

PCOL FROM WHOM IT PURCHASES NATURAL GAS,

FROM THE OPERATICN OF THOSE PROVISIONS

OF ORDER NO. R-368-A, CASE NO. 582, OF THE

COMMISSION AND RELATED ORDERS, LIMITING THE

PRODUCTION OF NATURAL GAS IN THE SO-CALLED

JALCO GAS POOL. ‘

ORDER OF THE COMMISSION

BY THE COMMISSION:

HERETOFORE, on March 8, 1954, the petitioner filed with the Commission
its petition praying that the Commission enter its order exempting and ex-
cepting the South Eunice Pool from the operation and effect of the Special
Rules and Regulations adopted by the Commission in its Order No. R-368-A in°
Case 582 to such saxtent as might be necessary to enables it to obtain from the
producers of gas in said pool with whom it has existing contracts, and to
enable said producers to produce from said pool and deliver to it, the full
amount of 42 million cubic feet of gas per day for use by it in the manu-
facture of carbon black.

THEREAFTER, on April 15, 1954, the said petition came on for hearing,
at which time testimony was taken, evidence was presented, and argument of
coungel was heard.

NOW, on this /0 day of June, 1954, the Comnlssion, a quorum
being present, having considered the testiusony, evidence, and argument of
coungel adduced at said hearing, and having considered also the legal
authorities submitted by petitioner to the Commission on April 30, 1954,
and being otherwise fully advised in the premises,

I'INDS1

(1) That due public notice having been given as required by law,

and hearing having been duly held, the Commission has jurisdiction of this
cause., :

(2) That horetofore, in 1946, the petitioner's predecessor, the
Charles Eneu Johnson Company, filed its petition with the Commission praying
that 1t be issued a permit, in lieu of ur as supplemental to and amendatory
to a permit theretofore issued to it on May 25, 1945, to use up to 42
million cubic feet of natural gas per day from the South Eunice 0il Pool.
in Lea County, New Mexico, for the manufacture of carbon black.

(3) That thereafter, on May 8, 1946, said petition came on for
hearing in Case Nos. 75; that thereafter, upon consideration of and as a
result of the testimony adduced at said hearing, the Commission thereupon
entered its Order No. 651 in said Case No. 75, providing:

"IT IS THEREFORE ORDERED THAT:

USECTION l: The Commission hereby grants Charles
Eneu Johnson, and Company its permission to use
up Lo 42,000,000 cubic feet per day of natural
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gas from the South Eunice Pool for the purposs of
manufacturing carbon black in said company's plant
approximately eight and one-half miles south of
Eunice, New lMexico, which permission is to becoume
effective as and to the extent that said company's
proposed facilities for the use of said gas shall
become and be ready for the use thereof for the
purpose indicated.

1 WSECTION 2: The order herein is in lieu of this

i Commission's permission granted to said company

for the use of gas from said pool for carbon black
manufacturing purposes dated May 25, 1945, and

shall remain in effect for so long as and to the ex-
tent that the use of -said gas shall not resulb in

i or constitute waste as defined in the 0Qil and Gas

i Conservation Laws of the State of New Hexico.®

(4) That the "South Lunlce Pool® referred to in Order No. 651, Case
Nos 75, was an oil pool.

i (5) That contemporaneously with the making of said Order No. 651,
i the Commission entered its Order No. 650, which provided in substances

®SECTION l: No limiting gas-oil ratio shall be applied
in the South Eunice Pool, inasmuch as said Pool is now
primarily a gas reservoir; provided that the oil pro-
duced with the gas shall not be in excess of the current
top unit allowable; and provided further that the gas pro-
duced from said pool shall be put to beneficial use so as
not to constitute waste, except as towells in said pool
for which there are not facilities for the marketing or
application to beneficial use of the gas produced there-
from. As to such wells the heretofore existing gas-oil
ratio of 6,000 cubic feet shall apply.

| . WSEGTION 2: The order herein is in lieu of Order 589.

. WSECTION 3: The effective date of this order shall
‘ be July 1, 1946.n

| (6) That after the entering of said Orders No. 651 and 650 by the
Comnission, the Johnson Company purchased from the United States Government
and the Reconstruction Finance Corporation the partially completed carbon
black plant, and proceeded with the completion of sajd plant; that the said
Johnson Company also entered into contracts with the producers of natural
gas in the area recognized as comprising the South Eunice 011 Pool for the
purchase from them of natural gas; that the Johnson Company constructed
‘lgathering lines for the purpose of transporting the natural gas thus con-

! tracted for to a compressor and treater plant erected by said company.

5
f (7) That thereafter, on February 17, 1953, after due notice and
‘hearing, the Commission duly entered its Order No. R=264 in Case No. 245,
*d331gnating, naning, and defining the gas pools of Lea, Eddy and Chaves
'Counties New Mexico, including the Jalco Gas Pool in Lea County.

i

(8) That the lateral limits of the Jalco Gas Pool, as presently
; established and defined by the Commission, pursuant to 1aw are embraced
“by and included within the South Eunice 0il Pool, as defined by the Com-

znqulon at the time of the entry of Order No. 651, issued in Case No. 75.

(9) That the vertical limits of the Jalco Gas Pool as presently
“defined and established by the Commission pursuant to law, innlude the Yates
. formation and all but the lower one hundred (100) feet of the Seven Rivers
formation, that the vertical extent of the South Eunice 0il Pool, which is

i8t11l in existence, is presently defined by the Commission, pursuant to law,
as the Seven Rivers formation.

_B
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(10) That on November 10, 1953, after notice and hearing, the Com-

;imission duly entered its Order No. R-368-A in Case No. 582, which established
‘certain rules and regulations for the said Jalco Gas Pool, in Lea County,

l

New Mexico; that said rules and regulations, as established in said order,
provided for and pertained to well spacing, gas proration, gas proration
units, gas allocation, balancing of production, granting of gas allowables, and

ﬁ reporting of production, among other things.

|

it

(11) That in considering, issuing, and applying said rules and regu-
lations pertaining to the Jelco Gas Pool, the Commission has acted pursuant
i to its statutory authority to prevent the waste of gas and to protect cor-
relative rights.

(12) That the wells from which petitioner purchases gas, under

| contracts with certain operators, are producing from the Jalco Gas Pool and/or

the South Eunice 0il Pool; that petitioner has been unable to procure gas

i in the amount of 42 million cubic feet per day from operators with whom it

has said contracts of purchase, due to the rules and regulations promulgated
in Order R~-368-A pertaining to the Jalco Gas Pool.

(13) That petitioner did not participate in Case No. 245 or Case
No. 582, and did not seek rehearing of sald cases.

(14) That the enforcement of the Jalco Gas Pool Rules and Regulations
contained in Order R-368-A does not and has not deprived petitioner of any of
its legal rights, nor has petitioner been thereby deprived of its property
without, due process of law.

(15) That the enforcement of said Rules and Regulations has not im-
paired the obligation of petitionert's contracts with producers of gas, in
violation of the Fourteenth pmendment to the Constitution of the United
States, or in violation of Article II, Section 18, of the Constitution. of
the State of New Mexico.

(16) That the Jalco Gas Pool Rules and Regulations contained in
Order R-368-A apply to all gas well gas producers within the defined limits
of said gas pool; that neither the petitioner nor any producers of gas
within the limits of the Jalco Gas Pool is entitled to an exemption to said
Rules and Regulations as prayed for in the petition.

IT IS THEREFORE ORDERED:

That the petition of United Carbon Company, Inc., be, and the same
hereby is, denied.

DONE at Santa Fe, New lMexico, on the day and year hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

”/ ’ /?)
(‘ .

SEAL ' R. R. Spu

Member and Secretary
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OIL CONSERVATION COMMISSION

P O. ROX 8714

SANTA FE, NEW MEXICO

June 10, 1954

Mr. Fletcher Catron, Attorney
P. 0. Box 788
SANTAFE N M

Dear Mr. Catroni

At the request of your secrstary, who told us this morning that
you are out of Santa Fe for several days, we are mailing youn
herewith coplss of order issued on this dats in Case 691, with
your client, United Carbon Co., Inc., as applicant.

We also enclose a copy of Order R-463 issued in Case 692 relating
to amendment of Ruls 404 of the Commission's Rules and Regulations,
as it i{s folt that you and your client will also be interested

in the general content of this order relating to the utilisation of
natural gas in the manufacture of carbon blaok.

Very truly yours,

R« R. Spurrier,

Seoretary - Director
RR8:inr

Enol.




1 requested that the Commission continue its emergency order in effect, pending
I the final determination and decision of the Commission.

i Company, Inc., which was filed on March 8, 1954, and which was heard by the
: Cormmission on the merits on April 15, 1954, camnot and will not be rendered

; excepted from the operation and effect of Commission Order R-368-A, pertaining |

BEFORE THE O CONSERVATTON COMMISSION ?
OF THE STATE OF NI MEXICO '

IN THE MATTER OF THS PETITION OF UNITED _ _s
CAKBON COMPANY, TNC., FCR AN ORDER OF '1
THE COMYTISSION EXEMPTING IT AND THE PRO- ';
DUCERS OF NATURAL GAS IN THE SOUTH EUNICE
POUL FHOW WHOM IT FUHCHASES NATURAL GAS, CASE NO. 691 ii
FROM THE OPERATION OF THOSE PROVISIONS ORDER NO. R-461 A
OF ORDER NO. R-368-A, CASE NO. 582, OF
THE COMMISSION AND RELATED ORDERS,
LIMITING THE PRODUCTION OF NATURAL GAS
IN THE SO-CALLED JALCO GAS POOL.

INTERD
ORDER CF THE COMMISSICN

BY THE COMMISSION:

Heretofore, on March 8, 1954, the petitioner filed with the Com-
mission its petition praying that the Commission enter its order exempting
and excepting the South Eunice Pool from the operation and effect of the
Special Rules and Regulations adopted by the Commission in its Order No. R-368-
in Case 582 to such extent as might be necessary to enable it to obtain from
the producers of gas in said pool with whom it has existing contracts, and to
enabla said producers to produce from said pool and deliver to it, the full

amount of 42 million cubic feet of gas per day for use by it in the manufacture
of carbon black.

Thereafter, on March 18, 1954, the same petitioner duly filed its
application for temporary relief, wherein it was prayed that the petitioner
and applicant be granted immediately, and without hearing, the same relief
heretofore sought in the petition.

Thereafter, on April 1, 1954, the Commission entered its Emergency
Order E-5, effective for a period of 15 days and until April 16, 1954,
granting the petitioner and applicant the :reélief sought in its application
for temporary relief and an emergency order.

Thereafter, on April 15, 1954, the petition of United Carbon Company,
Inc., which was filed March 8, 1954, and which sought the relief more particu-
larly described above, came on for hearing before the Commission. At said

hearing testimony was taken, evidence was presented, and argument of counsel
was heard. .

At the conclusion of said hearing, the Commission took the matter
under advisement, and the counsel for petitioner at that time in open hearing

NOW, on this /Aé: day of April, 1954, the Commission, a quorum
being present at an emergency session, and being fully advised in the premises,

FINDS:

(1) That a final decision and order on the petition of United Carbon

for a period of aporoximately fifteen days from the date of this order.

(2) That petitioner contends that unless it and the producers of
natural gas with whom petitioner has existing contracts are exempted and




\ Page %1 _Interim Order, Case 691

to the Jalco Gas Pool, to the extent necessary to enable petitionsr to obtain !
42 million cubic feet of gas per day, pending final determination and de-

‘ i cision in this case, that petitioner will to its irreparable injury be

1 A . ¢ nompelled to immediately shut down and discontinue the operations of ap-

. proximately one-third of its carbon black plant, located 3-1/2 miles south

i of Eunice in Lea County, New llexico.

i IT IS THERSFORE ORDERED: ' ‘

(1) That for a period of 15 days from and after April .16, 1954, or
until final decision of the Commission in this case, whichever is earlier,
the petitioner, United Carbon Company, Inc., and the producers of natural
gas in the Jalco Gas Pool with whom it has existing contracts, be and the
same hereby are exempted and excepted from the operation and effect of the
Special Rules and Regulations adopted by the Commission in its said Order
No. R-368-A in Case 582, and related orders, to such extent as may be
necessary to enable petitioner to obtain from the producers of natural gas
in said pool with whom it has existing contracts, and from other producers
with whom petitioner has contracts, the full amount of 42 million cubic feet

of gas yper day for use by it in the manufacture of carbon black in its plants
herein involved.

‘ () That this interim order shall remain effective until, and only
until, the date of the rendition by the Commission of its decision and order
on the petition of United Carbon Company, Inc., or until May 1, 1954, which-
ever is earlier, and that this order shall not in any particular constitute
and be a final decision of the merits of this case, nor of any fact in issue.

BE IT FURTHER ORDERED:

That if it is determined by the Commission in its final decision
and order in this case that petitioner is not entitled to the relief prayed
for in its said petition, all gas produced and delivered to petitioner
during the period of the emergency order heretofore entersd and during the
period of this interim order from gas wells in the Jalco Gas Pool shall be
charged to the allowable of said gas wells in accordance with the Rules
and Regulations of the Commission. '

. GIVEN under the seal of the 0il Conservation Commission at Santa
Fe, New llexico, this /g *$day of April, 1954.

STATE OF NEW MEXICO
-OIL CONSERVATION COIISSION

I

Edwin L. Mechem, Chairman
ESS5. i:;;;;, Membger' .

K. R. Spurrii

er and Secfetary
SEAL
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION
OF UNITED CARBON COMPANY, INC.,

(MARYLAND) FOR AN ORDER OF THE

COMMISSION EXEMPTING IT AND THE

PRODUCERS OF NATURAL GAS IN THE |
SOUTH EUNICE POOL FROM WHOM IT

PURCHASES NATURAL GAS, FROM. THE Case No. & 7/
OPERATION OF THOSE PROVISIONS OF | ,

ORDER NO, R~368-A, CASE NO. 582,

OF THE COMMISSION AND RELATED

ORDERS, LIMITING THE PRODUCTION

OF NATURAL GAS IN THE SO~CALLED

JALCO GAS FOOL.

PETITION

Comss now the sbove-named United Carbon Company, Inc., (Maryland)

and respectfully shows the Commission: -

l. That it is a corperation duly organized and existing wnder
and by virtue of the laws of the State of Maryland and is duly qualified
and authorized to engage and is activeiy engaged in business in the State
of New Mexico, to~wit, in the manufacture of carbon black in its plant
located approximately 8% miles south of Funice in Lea County, New Mexico,

sald plant being the identical plant throughout this petition referred
to.

2. That it is in all respects here material the successor in
interest of Charles Eneu Johnson and Compsny, a Pennsylvania corporation,

which was at all times material herein duly qualified and authorized to
engage in business in the State of New Mexico and which company is here-
aftér referred to as "Johnson Company™,

3. That heretofore prior to the year 1945 the said Johnson Com~-
pany entered into an agreement with the Defense Plant Cerporation, an

agency of the United States Government, for the erection, at the expensse

wolee

)

i
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of said corporation, and future operation, of a carbon black plant to be
located just west of the Texas and New Mexico Railway right of way '
spproximately 81 miles south of Funice in Lea County, New Mexico. That
sald plant, as ccnstructed, consists'of six units of forty burning
houses each, each uqit having a capacity of seven million cuhic fest of
gas per days a compressor plant, cooling system and gas treating plant
located in the South Eunice Field; gathering lines for the transpor-
tation of the gas from its points of delivery in said field to said
treater plant; a pipeline for the transpoftation of the gas from said
treater plant to the main plant; and the necessary dwelling facilities
for employees both at the main plant and the treater plant.

h. That as of February, 1945, as petitioner is inférmed and bem ‘ )
lieves, thefe were 82 wells in the field designated and recognized |
as the "South Eunice Field" of which 7 had been shut in for economic
reasons brought about in whole or in part by the then existing oil-

_ gas ratio limitations imposed by the Commission on said field, That

from the remaining wells in said field there was being flared, or other-

wise wasted, in excess of 75 million cubic feet of gas per day. That at
said time there was no market or demand for ssid gas, it being of such

a character that to gather it and process it for the extraction of
gasoline, or for any other purpose, would have been uneconomical.

5. That the siﬁe for ssid plant was chosen by reason of the
fact that there was available from the wells in said South Funice Field
gas in sufficient quantity for the operation, at full capacity, of said
plant as planned, for which gas there had besn no demand and which was
being wasted as in the next preceding paragreph set forth,

\ 6. That the undertaking by said Johnson Company to construct

said carbon black plant and to, thereafter, operate the same for the

Defense Plant Corporation, was conditioned and dependent upon there being




available and being made available to it a sufficient volume of gas

for the full operation of said plant for the manufacture of carbon black,
7. That on February 12th, 19L5, on the petition of "The Opera-

tors of the South Eunice Field", in Case No. 59, the 0il Conservation

Commission of the State of New Mexico, hereinafter referred to as the

“"Commi ssion", entered its Order No. 589 providing:

#Section 1, That the limiting gas-oil ratio for

the South Eunice Field provided for in the lea
County gas-o0il ratio Order No. S5h5, Section 2(a)
shall be suspended by the Cenmission and seid field -
shall be placed in Section 2(b) of ssid Order for
the express purpose of the use of gas from said
field for the msmufacture of carbon black,

"Section 2, Said suspension shall hecome operative
in the following manner:

'"When a carbon black plant having obtained permit
from the Commission to use gas from ssid field for
the manufacture of carbon black, has notified the
7 Commission in writing that 1ts facilities are ready
.o for such use and the Commission notifies the pro-
ration 8ffice of no limiting gas-oll ratio for the

e
s purpose herein provided for. This order shall endure

for the duration of the War and six months thereafter.t

8. That as petitioner is informed and believes, and therefore
alleges, the "Operators of the South Eunice Field", in said petition
and order referred to, included all producérs of oil and/or gas in said
field, and ssid petition was filed, and said Order No. 589 was entered
thereon, for the specific purposes of lessening future waste and of
making available from the field designated and recognized as the "Seuth
Punice Field", for beneficial use, the gas required for the operation of
said carbon black plant as and when the same should'hr«comyleted and be
ready to use said gas. '

9. That upon the filing of said petition of the "Operators of
the South Funice Field" notice thereof and of hearing thereon was duly

given to all interested parties in the manner prescribed by law and that




pursusnt to said notice a hearing was duly held at which all parties

interested were given opportunity to be heard and to introduce evidence,

and evidence wss duly introduced to the effect, among others, that the I
removal of the gas-0il ratio limit in the South Eunice Field as pétitioned
for by the operators in said field would not result in sub-surface waste.
10. That said Order No, 589 in Case No. 59, above referred to, '
was made and entered upon a consideration of the testimony adduced at :
said hearing and upon the Commission being fully advised in the premises, .
11l. That thereafter, in order to comply with the provisions of ) ’
Section 2 of said Order No. 589 requiring the obtaining of a permit from
the Commission for the use of gas from said South Eunice Field, the said
Johnson Company filed its petition with the Commission for a permit to
use forty million cubic feet per day of natural gas to be obtained from
the Lea County Water Companyts compressor station in Lea County, New
Mexico, and there was issued by the Commission to said Johnson Company '
a permit dated May 25, 19h5, the material portion of which reads:
"The Commission hereby grarts Charles Eneu Johnson
and Co mpany its permissidn to use up to 4O millien
cubic feet per day of natural gas to be obtained
from the Lea County Water Company's compressor
station in Lea County, New Mexkco, for the period
of the duration of the emergency in the production
of automobile and truck tires and other products.,
"This permit is granted effective this date under
the authority of Sections 2 and 9 of the 0il and
Gas Conservation Laws of the State of New Mexico."
12. That the natural gas to be obtained as in said pernit of
May 25th, 1945, prescribed, was to have its source in the said South
Bunice Field.
13, That thereafter, in reliance upon said Order No, 589 in
Case No. 59, and in reliance on said permit of May 25th, 1945, the
LR

Johnson Company, pursuant to its agreement with the Defense Plant Cor.-

poration, duly commenced the construction of the carbon black plant




proper and as of May; 1946, thers had been expendesd in said construction
approximately $2,500,000,00 without said plsant having been complated or
having been put in operating condition.

1. That thereafter, upon the cessation of hostilities between
the United States and Japan, the said Defense Plant Corporation decided
to discontinue the construction of said carbon black plant as a govern-
ment enterprise and construction work thereon was discontinued,'whére~
upon negotistions were entered into by and between the Johnson Company
and the United States government for the sale to and purchase by said
company of said partially completed plant.

15. That at approximately the same time, as petitioner is in-
formed and believes, the Lea County Water Company, from which the Johnson

Company was originally to have obtained the gas for the operation of the
plant when completed under said permit of May 25, 1945, disposed of its
compressor statién, by reason whereof it was ﬁo longer in a position to
furnish to petitioner the gas required for the operation of said plant.

16. That the proposed purchase of said plant by the Johnson
Company was wholly dependent upon assurance being first obtaiﬁed that
it would be able to obtain and use, through the securing of a pernit
from the Commission and through options for contracts with producers in
sald field, the required 42 million cubic feet of gas per day for tﬁe
operation of said plant as planned, when completed, and that said com~
pany could noi and would not have committed itself to make the invest-
ment required for the purchase of said partially complsted plant and to
complete the same without first having obtained a permit to use, and
options to purchase, the required volume of gas from said field.

17. That thereupon the Johnson Gompany filed its petition with

the Commission in Case No. 75, praying that there be issued to it a

permit, in lieu of or as supplemental to and amendatory of the permit




datad May 25, 1945, to use up to 42 million cubic feet of natural gas per
day from the South Bunice Field in Lea County, New Mexico, for the
manufacture of carbon black in the plant referred to when completed.

18. That notice of the filing of said petition and of hearing
thereon was duly given to 2ll interested parties in the manner pre-
scribed by law and, pursuant to said notice, a hearing was held by the
Commission on said petition on the 8th day of May, 1946, at which all
interested parties were given full opportunity to be heard and to intro-
duce evidence. That evidence was duly introduced in said hearing to the
effect that the making available and grantingto the Johnson Company
of the right to use the 42 million cubic feet per day of gas applied
for for the manufacture of carbon black in the plant when completed would
not result in waste 5ut would greatly increase the oil recovery in the
South Eunice Field and would thereby continue the life of that field.

19. That upon consideration of the testimony adduced at said
hearing, and being fully advised in the premises, the Commission there-
upon entered its Order No. 651 in said Case No. 75 providing:

WIT IS THEREFORE ORDERED THAT:

USECTION 1. The Commission hereby grants Charles

Eneu Johnson and Company its permission to use up

to 42,000,000 cubic feet per day of natural gas from
the South Eunice Pool for the purpose of manufactur-
ing carbon black in said companyts plant approximately
eight and one-half milss Sputh of Eunice, New Mexico,
which permission is to berome effective as and to the
extent that said companyt!s proposed facilities for the
use of said gas shall become and be ready for the use
thereof for the purpose indicated.

"SECTION 2. The order herein is in lieu of this
Commission?s permission granted to said company for
the use of gas from said peol for carbon black
manufacturing purposes dated May 25, 1945, and shall
remain in effect for so long as and to the extent that
the use of said gas shall not result in or constitute

waste as defined in the 0il and Gas Conservation Laws
of the State of New Mexico,!

.




20.  That contemporancously with the making and sntering of tha
foregoing Order No., 651 in said Case No. 75, the Commissien entered its
Order No. 650 in said case by- which, after reciting that "the Commission
having before it for consideration the testimony adduced at the hearing
of/said case, and being fully advised in the premises", it ordered:

MSECTION 1, No limiting gas-oil ratio shall be applied
in the South Eunice Pool, inasmuchas said Pool is now
primarily a gas reservoir; provided that the oil produced
with the gas shall not be in excess of the current top
unit allowable; and provided further that the gas pro-
duced from said Pool shall be put to beneficial use so as
not to constitute waste, except as to wells in said Pool
for which there are not facilities for the marketing or
application to beneficial use of the gas produced therefrom.
As to such wells the heretofore existing gas-oil ratio of
6,000 cubic feet shall apply.

"SECTION 2. The order herein is in lieu of Order 589.
NSECTION 3. The effective date of this order shall be
July 1, 19h6,.n

21. That in reliance on said Orders 651 and 650, thus made and
entered, the Johnson Company conswmmated the purchase from the United
States of America and the Reconstruction Finance Corporation acting by
and through the War Assets Administrator, of the partially completed
plant and thereafter proceeded with the construction of said plant to
completion.

22. That in further reliance upon said Orders Nos. 651 and 650
said Johnson Company exercised options obtained by it and entered into
contracts with the producers of natural gas in the area recognized as
comprising the South BEunice Field for the purchase froh them of natural
gas having its source in the wells of said producers in said field, and in
further reliance on said Orders, and in reliance on the contracts thus

entered into, the said Johnson Company acquired rights of way for and

constructed gathering lines for the purpose of transporting the natural




gas thus contracted for to a compressor and treater plant eracted by
it for the purpose of rendering sald gas available and usable for

the manufacﬁure of carbon black. That the completion of said plant
as planned, including the construction of the required gathering
lines and other facilities to render the gas obtained usable for the
purpose intended{and to transport the same to the main plant entailed
an additional expenditure of over a million, six hundred thousand
dollars,

23. That by virtue of seid Order No, 651 in Case>No. 75 and
by virtue of the completion of said carbon black plant and the con-
struction of ifs appurtenant facilities in reliance on said Order
and Order No. 650 entered in the same case, the said Johnson Company
and petitioner as 1ts successor in interest became Ygépgd with the
right‘yq obtg;n_and use up to 42 million cubic feet of natural gas per

d%} from the South Funice Field for so long as such gas should be
available from said field and should be used for the manufacture of
carbon black in-the plant in question.

2. That since the completion of said plant and up to February
1, 195k, the said Johnson Company and petitioner as its successor in
interest, have conﬁinuously put to beneficial use the full quantity of
natural gas, the use of which was granted by said Order No. 651, in
the manufacture of carbon black in the plant referred to. That said
use has resulted not only in eliminating waste to the extent of the
volume of gas thus used, but also in increasing the revenues to pro-
ducers in said field and to royalty ownérs, including the State of
ﬁew'Mexico. That, as petitioner is informed and believes, it made
possible an increase in the production of oil from wells in said field
and the recovery of oil which would otherwise have been lost, and pre-

vented the premature abandonment of wells in said field which would

8-



otherwise have been sbandoned. That the construction of said plant

- and the use of said gas further made possible an additional jndustrial
enterprise in the State of New Mexico with the conséquent additional.
employment of labor and additional revenues to the State of New Mexico,

25. That on November 10th, 1953, the Commission entered its

Order No, R-368-A in Case No. 582 promulgating certain "Special Rules
and Regulations for the Jaloo Gas Pool, Lea County, New MexicoM.

That said Jalco Gas Pool, as purportedly established by the Commission

by its Order No, R-26L in Case No. 245, embraces and ihcludes»within
its 1imits the field heretofore recognized as and refefred to by the
Commission in its Orders Nos. 651 and 650 in Case No., 75 and Ne, 589
in Case No. 59, as the South Bunice Field and Pool.

26, That the special rules and regulations so adopted by the
Commission by its ssid Order No., B-368~A in Case No, 582 and the en-
forcement thereof as against the broducers of natural gas in the

South Eunice Field or Pool with whom petitioner has contracts for the
furnishing of gas for uvse in its said carbon black plant and from
wvhom 1t has been obtaining gas for use in said plant, has resulted
in precluding the said producers of gas in said field from producing
and furnishing to petitioner gas in such quantities as to provide
petitioner with the full L2 million cubic feet of gas per day to which
it has the lawful right under the Commissionts Order No. 65 in Case
No. 75, ond has further resulted in depriving petitioner of the full
512 million cubic feet of gas per day to which it has the lawful right
under the Commissionts said order, notwithstanding the fact that there
is available in and from the said South Eunice Field er Pool, and
more -specifically from the producers of gas in said field or pool with
whom pstitioner has existing contracts, in excess of the 142 million

cubic feet of gas per day granted by said Order No. 651 and required



by petitioner for the operation of its said plant at full capacity,
and by reason thereof petitioner has been compelled to shut down and
discontinue the operation of one-third of its said plant.
- ‘ 27. That ths continued enforcement of the special rules and
’ regulations in paragréphs.és and 26 sbove referred to as against the
. producers of gas in the said Seuth Eunice Field or Pool from whom
" petitioner has been obtaining gas for the operation of its said plant
| will result:

A. In impairing and depriving petitioner of its legal rights
under the Commissionts Order No., 651 in Case No. 75 in
violation of the lhith Amendment to the Constitution of the
United States; Section 18, Article II of the Constitutien
of the State of New Mexico; and Section 19, Article II of

the Constitution of the State of New Mexico,

B, 1In depriving petitioner of its property without due
process of law, in violation of the lliith amendment to the
Constitution of the United States; Section 18, Article II
of the Constitution of the State of New Mexico; and Section
19, Article II of the Constitution of the State of New

Mexico.

C. In impairing the obligations of the contracts existing
between petitioner and the producers of gas in the said
South Funice Field or Pool with whom it has contracts, in

violation of the 1Lth Amendment to the Constitution ef the
United States; Section 18, Article II of the Constitution
of the State of New Mexico; and Section 19, Article IT

of the Constitution of the State of New Mexico.

«10-
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and D. 1In causing, as petitioner is informed and believes;“” .
irreparable losses in production from the wells in said
field and irrsparable loss to the producers in said field,

royalty owners, and the Sfate of New Mexico.

WHEREFORE, petitioner prays that i£ be granted a hearing on its
foregoing petition and that upon such hearing the Commission enter its
order exempting and excepting the South Punice Field or Pool from the

opsration and effect of the special rules and regulations sdopted by

the Commission by its said Order No, R-368-A in Case No. 582 to such

extent as may be necessary to enable petitioner to obtain from the
broducers of gas in said field with whom it has existing contracts,

and to enable such producers to produce from said field and deliver

to petitionerts exiating gathering lines, the full amount of 42 milliem

cubic feet of‘gas per day for use by it in the manufscture of carbon
black in fﬁe plant herein involved, and that it be given such other

and further relief as may be just and appropriate in the premises.

L] L] aro
attorney for petitioner
Santa Fe, New Mexico -

~1la
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BEFORS THE OIL CONSTRVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION OF UNITED

GARBON COMPANY, INC., FOR AN ORDFR OF THE

COMMISSION EXEMPTING IT AND THE PRODUCERS

OF NATURAL GAS IN THE SOUTH EUNICE POOL

FROM WHOM IT PURCHASES NATURAL GAS, FRORM _

THE OPERATION CF THOSE PROVISIONS OF CAS
ORDER NO. R-368-A, CASE NO. 582, OF

THE COMMISSION AND RSLATED ORDERS, LIMITING

THE PRODUCTION OF NATURAL GAS IN THE

SO-CALLED JALCO GAS POOL.

NO. 091

[é 4]
3

INTERI ORDER OF THE COMMISSION

'BY THE COMMISSION:

Heretofore, on March 8, 1954, the petitioner filed with the Commission
its petition praying that the Commission enter its order exempuving and excépting

the South Bunice Pool from the operation and effect of the 3pecial Rules and

RegulationSI?ddﬁted by the Comuission in its Order No. R-368-A in Case 582
to such an extent as might be necessary to enable it to obtain from the pro-
ducers of gas in said pool with whom its has existing contracts, and to enable
said producers to produce from said pool and deliver to it, the full amount
of 42 million cubic feet of gas per day for use by it in the manufacture of
carbon black. |

There after, on March 18, 1954, the same petitioner duly filed its appli-
cation for temporary relief, wherein it was prayed that the petitioner and appli-
cant be granted immediately, and without hearing, the same relief heretofore
sought in the pdition.

Thereafter, on April 1, 1954, éhe Commission entered its Emergency
0rder»E-5, effective for a period of 15 days and until April 16, 1954, granting
the petitioner and applicaﬁt the relief sought in its application for tempofary
relief and 23‘emergency order.

Thereafter, on April 15, 1954, the petition of United Carbon Company, Inc.,
which was filed March 8, 1954, and which sought the relief more particularly
described avbove, came on for hearing before the Commission. At said hearing

testimony was taken, evidence was presented, and argument of counsel was heard.

Ny

A%t—the cpnclusion of [said hearing, the Copimission took th

matter undg;/advisemen@,
NOA, on thi 16th  day of Apfil, 1954, the Cemmission, a quorum being

preSent at an emgrgency session, and




FINDS: A |

(1) That a decisio;ﬁbn the petition of United Carbon Company, Inc.,

| ' which was filed on March 8, 1954, and which was heard by the Commisslon on the

merits on “pril 15, 1954, cannot and will not be rendered for a period of E;E% VVJQ&\
430§; to 14 days from the date of thls order. |

1 - ) (2)*»\$hat appiicant, as a Ssult of the enforcement of the Jpecial
Y (s Eho bt GHs Prol
Rules and Regulationsadopted by the Commission by its said Order R-368-A,
-(.and
was compelled to shut down&]ﬁgepf February 1, 1954, did shut down and discontinue
. L

the operation of one=third of its‘carbon-black"piant until subsequent to March

18, 1954, cncd plont ﬂ«;m Cppprosrmiily P /;WW%,A-‘WM;;

(3) That if suc pecial Rules arnd Regulations are again applied

to the petitioner before the €3 ssion renders its final decision in this

matter, the said petitioner will ?gai
i

the operation of one-third of ité carbon bl‘q& plant, causing said petitioner

e forced to shut down and discontinue

additionar loss.
(4) That in the event the decision®of the Commission upon the petition

of United Carbon Company, Inég, when rendered, should be favorable to the said
- o
company and grant the exemptions~brayéd for in the petition, then the closing
g -
down of the carbon black plant toitwo~thirds offits capacity during the interim
av“” '

period before the decision 1s rendered would cause irreparable loss and be un-

fair to the said petitioner.

IT IS THEREFORE ORDERED:

(1) That for a period of 15 days from and after April 16, 1954, the
petltlonnr, Uhlnei)Carbon Company, Inc., and the producers of natural Bas in
the Sd&%ﬁ.Eunice Pool be and the same are hereby exempted and excepted from
. the operation and effect of the special Rules anmd Regulations adopted by the
| Commission in its said Order No. K-368-A in Case 582, o such extent as may be
necessary to enable pstitioner to obtain from the producers of naturai gas in
said pool with whom it has existing contracts, and as may be necessary to enable
said producers to produce from said pool and deliver to existing gathering lines,
the full amount of 42 million cubic feet of gas per day for use by it in the manmu- .
facture or carbon black in its plants herein involved.

2, That this 1ntnrim order shall remain etffective until, but only until,

ray 1, 1954; that the date of the rendition by the Commission of its decision




and order on the petition shatl not affect the duration of this interim

ordsr, } AN 3‘\5 2

BE IT FURTHER ORDERED:

=

That if it be determlneng;\ggg Commission in its decision and order
on the petition that the petitioner is not entitled to the relief prayed for
in said petition, then and in tﬁat event the Rules and Regulations adopted by
the Commission in its Oﬁder No.fR-368-A, Case 582, or any rules, orders, or
regulations succeeding thereto, shail have a retroactivé effect upon the
petitioner and the producers in the South Eunice Pool,-emé for the period of
the duration of this interim order, as well as'Buch §n effect upon the period
of the duration of thetmergen?y order (E-S) heretofore issued.

GIVEN under the seal of thg 0il Conservation Commission of New lgxico

at Santa Fe, New Mexico, this 16th day of April, 1954. i .

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Edwin L. ““echem, Chairman
E. 8. Walker, Member

R. R. Spurrier, Member and Secretary
SERA

bl




At the conclusicn of said hearing, the Cormission tock the matter under ad-
viscment, and the counsel for Petiti. ner at that time in one2 nearihg re-
quested that the Commiassion ccentinue 1 fs emergency orueq,vlldlng the final
determination and decisio: of the Commission,

NOW, on this 16th day of April, 1884, the Commission, a quorum being
present at an emergency session, and Peing fully advised in the premises,

FPINDS: |

TS

(1) That a final decision and order on the petition of(U. C. C.} Inc.,
which was filed on March 8, 1954, and wirich was heard by the Commission on
fhe merits on Anril 15, 1954, cannot and will not be rendered for a period
of approximately fifteer days from the date of thisrordergﬁ. |

{(2) That vetitioner contends that unless it an§ the rroducers of natursl
gés with whcem petitioner has existing contracts are exemvted and excepted
from the operation and effect of Commission Order 368~A, pertaining to the
Jalco Gas Pool, to the extent necessary to enable petitioﬁer to obtain 42
million cubic feet of gas per day, pending final determination and decision
in this case, that pesiticner will to 1its irrefpfrable injury be compelled to
immediately shut down and discontinue the overations of approximately one-third
of its carbon black plant, located 8% miles south of Euvnice in Lea County,
New Mexico,

RIS R e 'E Ww
IT 15 THEQEFORE. ORDVRID:. - o g S ajdmu\[ u‘@,,,wwuﬂ A,w

(1) That for a period of 15 dayngrom and after April 16, 1§§§F~;EE\“""

petitioner, United C boni Comany, Inc., and the producers of natural gas
M)‘Xr *»\QM

in the Jalco Gas Poo be and the same are hercby exempted and excepied fron
the omcration and effect of the special Rules and Regulations adonted by the
Comnission in its said Order No, R-368-A in Case 682/ to sucH extent as moy

e necessary to enable petitioner to obtain from the producers of,natursl gas

and from other ﬁbd}udvkuﬁkahw-@ und
in said pool with whem it has existing contracty), andxasxmayxbexneerssaryrie

-
nnabiaxaaiﬂxﬁxﬁd gersxhaxprednrexXfonxxrigdxneeixandxdeXXenxtoXBxXizLingx

gaxRevingxiinesf the fuP anount of 42 miilion cubic feet of gas ner day for
use by it in the manufacture of csrbon black in 4ts plents herein involv 4,
(2) That this interim-ord&r'shall remain effective until, and only untlli,
the date of the rendlticn by the Fommlsﬂion of its decision and order on the
o wnd N IR 1145, whda
petition of U.,C. C., Incy F and&;hls ordér shall not in any particular const-~
itute and be a final decision of the merits of this case, nor of any‘§;31F

in issue,
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IN THE SUPREME COURT OF THE, STATE OF NEW MEXICO

JEFFERSON M. SNOW,
Petitioner

J
4

VS

MORRIS ABRAMS,
Respondent

AMENSS, PETITION FOR WRIT OF HABEAS GORPUS




@BE 't PURTHER ORDERKD:

That 1f it is determined by the Commisszicn in its final decision aind

la

Lomgfasring bleg

e R s |

1. o 4o d ~an i TR o~ A cmm Al AR  n L
kY pAuJ.t.LU.LL, Qb ZFas pro Waced an C VCri&L vl

|
|
|
’ order ih this case that vetitioner i1s not enbitied to the relief prayed fop
’ period of the emergency order heretofore entered and during the pericd of
this interim order Irom gas wells in the Jalco Gas Pool shall be charged td

i . .
the alléwabld o{ said gas wells in accordance with the rules and Regulatior
{ :

of the &ommission.

et
i

Ty,
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITIONM OF
UNITED CARBON COMPANY INC.,
(MARYLAND) FOR AN ORDER OF THE
COMMISSION EXEMPTING IT AND THE
PRODUCERS OF NATURAL GAS IN THE
S8OUTH EUNICE POOL FROM WHOM IT
PURCHASES NATURAL GAS, FROM THE
OFPERATION OF THOSE PROVISIONS OF
ORDER NO, R-368-A, CABE NO, 582,
CF THE COMMISSION AND RELATED
ORDERS, ILIMITING THE PRODUCTION
OF NATURAIL GAS IN THE SO-CALLED
JALCO GAS POOL.,

T Nt Nt M Nt g’ N N P e Nar® “wS

CASE NO, 91
Order No XE-5

EMERGENCY ORDER OF THE COMMISSION

BY THE COMMISSION:

Heretofore, on March &, 1954 the petitioner filed with the Com-~
misaion its petition praying that the Comymiseion enter its order exempting
and excepting the South Eunice Pool from the operation and effect of the
special Rules and Regulations adopted by the Commmission in ite Order No.

(
[}
e ? it to obtain from the producers of gas in said pool with whom it has existing
d

};‘f- R-368-A in Case No. 582 to such an extent as might be necessary to enable
’;;‘g\:f'}‘
’:« contracts, and to enable said producers to produce from said pool and deliver
' { - to it, the full amount of 42 million cubic feet of gas per day for use by it in the
- - manufacture of carbon black.
¢ i
™~ Thereafter, on March 18, 1954, this same petitioner duly filed

N\ its application for temporary relief, wherein it was prayed that the petitioner
and applicant he granted immediately, and without hearing, the same relief
{\..heretofore sought in the petmon

< Accordin y eaid application for” femporary re!i;f carme on this day
for hearing before-the agl C‘onaerva}ign Gommisgeion of New. Mexico, herein-
after x'eferred t3 as the "Comm}sﬁion ‘k :

NOW on this 1at dav of April 1954. th\e Commission. a quqrum

A
,4

f6x temporary rai{ei'
S i
1. That applicant, as a result of the enforcement of the special

Rules and Rzgulations adopted by the Cornmission by its said Order No.
R-368-A, was compelled to shut down, and as of February 1, 1954, did shut _
down and diacontinu/e the opegfation of one-third of its carbon black plant, vt~

Gaadensr oot ¢ 18 i3

? 2. That if said special Rules and Regulatmns are continued in

force and etfect applicant will be forced to keep at least one-third of itg
plant shut down with a consequent reduction in its operatios.

(»

3. That continued enforcement of said special Rules and Regulations
as against the producers of gas in the said South Eunice Pgool with whom
applicant has contracts for the purchase of gas {s causing and will continue
to cauze applicant irreparabdle injury, loss, and hardship before a hearing
on notice can be had on applicant's petition herctofore filed herein.

4. That an emergency therefore exists requiring the issuance
of an emergency order.




2 o ,
Case No. 691 ' SRR PR R
Order No. E-5 g

R

e L
[

1T IS THEREFORE ORDERED:

1. That for a period 0f 15 daya from and after Aprill, 1954,
. the appﬂeawr United Carbon Company, Inc., and tife producers of natural
Y [ gas in the South Eunice Pool, be and the same are hereby exempted and
excepted from the operation and effect of the specjal Rules and Regulations
adopted by the Commissgion in ite said Order No. R-368-A in Case No. 582,
to such extent as may be necessary to enable apphicant to obtain from the
producers of gae in sald pool with whom it has existing contracts, and as
may be necessary to enable said producers to produce from said pool and
deliver to appHeant/es existing gathering linee, the full amount of 42 million
cubic feet of gas per day for use by it in the manufacture of carbon black
in its plant herein involved,

“~Z._That applicant and all parties in ih{erest appear before the
Commission at Fe, New Mexico, on April 15“«1254, and offer
testimony in support licant's petition herstofore ﬁh{l herein

BE IT FURTHER ORDERED:

and petitioner is not entitled to the relief prayed for in said petition, then
and in that event the Rules and Regulations adopted by the Commission in its
Order No. R-368-A, Case No. 582, or any rules, orders or re&ula*ionc
succeeding thereto, shall have a retroactive effect upon nt and the
) producers in the South Eunice Pool, for the perlod of the duration of this

TV £, ~eroergency order., v toatlf d. ovetk b~ il tnhonn LFL foiiomed oh

,{z&‘hﬂ,ﬂg((d‘_m/ﬂ“.wg o 5 ) Gl A’A—*\i fer A 26 Er” ¢ A/.»,» ,j
" GIVEN under the seal the"Oil Consen tEon Commission of

New Alexico st Santa Fe, New Mexico, this ka.t day of April 1954,

Pl

STATE OF NEW MEXICO
Ol CONSERVATION COMMISSION

EDWIN L., MECHEM, Chairman

E. S. WALKER, Member

R. R. SPURRIER, Member & Secretary

SEAL
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION
OF UNITED CARBON COMPANY, INC.,

-(MARYLAND) FOR AN ORDER OF THE
" COMMISSION EXEMPTING IT AND THE

%
PRODUCERS OF NATURAL GAS IN THE g
SOUTH EUNICE POOL FROM WHOM IT -

PURCHASES NATURAL GAS, .FROM THE )
OPERATION OF THOSE PROVISIONS OF)
ORDER NO, R-368-A, CASE NO. 582,)
OF THE COMMISSION AND RELATED . E
ORDERS, LIMITING THE PRODUCTION

OF NATORAL GAS IN THE SO~CALLED

JALCO GAS POOL., )

Cans) ¥0. £ 4/

APPLICATION FOR TEMPORARY RELIEF

Comes now the above-named United Carbon Company, Inc. (Maryland),
and respectfully shows the Commission:

1. That heretofore en march 8th, 195h, it filed with the Com~
mission its petition praying among other things that the Commission enter
its order exempting and excepting the South Eunice Field or Pool, as in
said petition referred to, from the operation and effect of the Special
Rules and Regulations adopted by the Commission by its Order No. R-368-A
in Case No. 582 to such extent as might be necessary to enable it to
obtéin from the producers of gas in said field with whom it had existing
contracts, and to enable said producers to produce from ssid field and
deliver to it, the full amount of }j2 million cubic feet of gas per day
for use by it in the manufacture of carbon black in its carbon black
plant in said petition described.

2, That at the time of filing ssid petition there was pending
before the Commission Case No. 582 involving, among other things, the

application of Texas Pacific Coal & Oil Company for a re-hearing on the

CommissionTs Order No. R-368-A theretofore entered in said case, That
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION )
OF UNITED CARBON COMPANY, INC.,
(MARYLAND) FOR AN ORDER OF THE ;
' COMMISSION EXEMPTING IT AND. THE )
PRODUCERS OF NATURAL GAS IN THE g
SOUTH EUNICE POOL FROM WHOM IT
"PURCHASES NATURAL GAS, FROM THE )
OPERATION OF THOSE PROVISIONS OF)
ORDER NO. R-368~A, CASE NO. 582,)
OF 'THE COMMISSION AND RELATED
ORDERS, LIMITING THE PRODUCTION i
OF NATURAL GAS IN ‘THE SO~CALLED
JALCO GAS POOL., )

Caae’ NO. {gg

APPLICATION FOR TEMPORARY RELIEF

Comes now the above-named United Carbon Company, Inc., (Maryland),
and respectfully shows the Commission:

1. That heretofore on march 8th, 195k, it filed with the Com~
mission its petition praying among other things that the Commission enter
its order exempting and excepting the South Eunice Field or Pool, as in
said petition referred to, from the operation and effesct of the Special
Rules and Regulations adopted by the Commission by its Order No. R-368-A
in Case No., 582 to such extent as might be necessary to enable it to
obtain from the producers of gas in said field with whom it had existing
contracts, and to enable said producers to produce from sasid field and
deliver to it, the full amount of L2 million cubic feet of gas per day
for use by it in thg manufacture of carbon black in its cérbon black
plant in said petition described.

2, That at the time of filing ssid petition there was pending
before the Commiseion Case No. 582 involving, among other things, the
application of Texas Pacific Coal & 0il Company for a re-heariné on the

Cormissionts Order No., R-368.-A theretofore entered in séid case, That

l—l'-‘




o

said application having from time to time been set for hearing and the
taking of evidence on the matters involved, the hearings thereon were
continued from month to month, the last continuance having been to the

regular hearing to be held by the Commission on March 17, 195L4. That as

‘applicant is informed and believes the said application of Texas Pacific

Coal & 0il Company was, at the hearing of March 17th, again continued to
the regular April hearing of the Commissidn, pending the Commissionts
deciéion in Cass No. 673, and that no determination of the matters pre-
sented by said application will be had until afﬁer said April hearing.

3. That as this applicant is informed and believes the final
determination of the questions involved in the application for re-hearing
of said Texas Pacific Coal & 0il Company will be determinative of whether
said drder No., R-368-A shall continue in effect but that until such
finsl determination shall have been had the Special Rules and Regulations
in said order prescribed and governing the production of gas from the so-
called Jalco Pool, and more particularly that portion thereof heretofore
recognized as and designated the South Eunice Field or Pool, are pro-
posed to be maintained in full force and effect by the Commission.

Lk, That as alleged in its petition heretofore filed herein ;n
the 8th day of March, 195}, applicant, as a result of the enforcement of
the Special Rules and Regulations so adopted by the Commission by its
said Ordef No., R-368-A, was compelled to shut dewn and as of February
1, 195k, did shut down and discontinue the operation of one~third of its
said carbon black plant and if said Special Rules and Regulations are
continued in effect and enforced as heretofore, applicant will beforced
to keep at least one~third of its plant shut down with a consequent con-
tinued reduction in its operations,

5. That the continued enforcement of said Special Rules and

Regulations as against the producers of gas in the said South Bunice

2~




Field or Pool with whom applicant has contracts for the purchase of gas

and from whom it was obtaining gas for use in the operation of its said
plant prior to the adoption of said Special Rules and Regulationé”is‘A

causing and will continue to cause applicant irreparable injury and loss

‘before a hearing on notice can be had on applicantts petition heretofore:

filed herein, in that: '

a, The partial shutting down of applicant's plant has resulted
in and will continue to result in a higher cost of pfoduction of carbon
black at its said plant, ﬁhich’cannot be recovered.

b. The resulting reduction in prodgction has made necessary
the withdrawal of carbon black from limited stock %o meet market demands,
with resulting loss,

¢. The resulting reduction in production will preqlude it from
fulfilling its contract obligations and from meeting market demands,

d, The partisl shutting down of its plant is causing, and will
result in, a reduction in the total production of carbon black from
gas for which applicant has limited term contracts which loss of produc-
tion it will be unable to recoup. »

6. That as applicant is informed and believes the said partial
shutting down of its plant has caused, and is causing, and if permitted
to continue will cause and resulc in irreparable losses in production
from the wells in said South Eunice Field and in injury to the wells
themselves and in irreparable loss to the producers in said field, to
the owners of royalties in the 0il and gas produced from said field and
to the State of New Mexico.

WHEREFORE, applicant prays that pending final determination of
the matters raised by the application for re-hearing of Texas Pacific
Cosl & 0il Company on the Commissiont's Order No., R-268-A and peﬁding final

hearing on applicantt!s petition heretofore filed herein, the South Eunice




Field or Pool as heretofore recognized by the Commission, and the pro-

ducers in said field or pool, be exempted and excepted from the opersation

and effect of the Special Rules and Regulations édopted by the Commission
by its ssid Order No. R-368-A in Case No. 582, to such extent as may be
necessary to enable applicant to obtain from the producers of gas in said
field with whom it has existing contracts, and as may be necessary to
enable said producers. to produce from said field and deliver to applicant's
existing gathering lines, the full amount of 42 million cubic feet of gas
per day for use by it in fhe manﬁfacture of carbon' black in its plant

herein involved, and that the Commission forthwith enter its tempofary

e o - LATAON )
Attorney for applicant
Santa Fe, New Mexico

order accordingly.

ha




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION OF
'UNITED CARBON COMPANY INC.,
(MARYLAND) FOR AN ORDER OF THE
{COMMISSION EXEMPTING IT AND TIIE -
'PRODUCERS OF NATURAL GAS IN THE
SOUTH EUNICE POOL FROM WHOM IT
EPURCHASES NATURAL GAS FROM THE
’OPERATION OF THOSE PROVISIONS OF
,ORDER NO. R-368-A, CASE NO,. 582,
OF THE COMMISSION AND RELATED
*ORDERS LIMITING THE PRODUCTION
'OF NATURAL GAS IN THE SO-CALLED
:JALCO GAS POOL,

Nl Nt Nt sl et s it s okt sV Vgl St vt

CASE NO. 691
Order No. £ — &

EMERGENCY ORDER OF THE COMMISSION

(
{
|
1
?
1
!
!

BY THE COMMISSION:

I W
i Heretofore, on March 8, 1954 the petitio:j‘(ﬁled with the Commission
z

uts petition praying that the Commission enter its order exempt1ng and

<

exceptmg the South Eunice Pool from the operatd€ and effect of the special

{

|
:;%Rules and Regulations adopted by the Commission in its Order No. R-368-A

lin Case No. 582 to such an extent as might be necessary to enable it to obtain

Conreacldac, Brsl o
fI‘Omthepro'd .cglf.s O g,a»s‘,_;lrﬁ“. a.id,-., | ‘ nd deliver to 11' the ful]_ amount of i

L
A2 million cubic feet of gas per day for use by it in the manufacture of carbon

‘black.

Thereafter, on March 18, 1954, this sa;me petitioner duly filed its
i€::qzvplica.tion for temporary relief, wherein it was prayed that the petitionerM#‘(aI
“be granted immediately, and without hearing)tlj}féiks;ame relief h’eretofOI-'&
sought in the petition ..

Accordingly said application for temporary relief came on this day

for hearing before the Oil Conservation Commission of New Mexico, herein-

after referred to as the "Commission."

]
’I NOW, on this lst day of April, 1954, the Commission, a quorum being
i
|

present at an emergency session, and bemg fully advised in the premises,
i ("').d"gﬂ,"lxd\-

fmds from and upon the basis of Asald application for temporary relief/
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Case No. 691

H ;
1. That applicant, as a result of‘iheénforcement?KSp'ec'iél Rules |

?and Regulations adopted by the Commission by its said Order No. R-368-A,
was compelled to shut downiand as of Februvary 1, 1954, did shut down and

d1scont1nue the operation of &% of its carbon black plant.

Zz. That if said special Rules and Regulations are continued in
f.force and effect, applicant will be forced to keep at least one-~third of its

ITlant shut down with a consequent reduction in its operation.
[ . .
i ‘3. That continued enforcement of said special Rules and Regulations

?s against tne producers of gas in the said South Eunice Pool with whom

i
épphcant has contracts for the purchase of gas is causing and will continue

i.jo cause applicant irreparable 1n_]urylsadf loss, and hardship before a hearing
" *.V‘

é)/rnotme can be had on applicant's petition heretofore filed herein.

i

‘ IT IS THEREFORE ORDERED:

]
£

WL v Nhat the anphcant. Umted Carbon.(‘! ray

_A_i‘_-xs hereby

to. exceed 15 days from and after Apr11 1 1954

- g \

granted an elglérgency ,r,de
: g and excepting appmm and producers of

z
/

/,
€ncy order exeni
ig\atural gas. ) e i
§ 1. That for a period of 15 days from and after'l"Ag\pii, 1954, the

:?;pplicant, United Carbon Company, Inc., and the producers of natural gaé

i,n the South Eunice Pool, be and the same are hereby exempted and excepted
tjrom the operatlon and effect of the special Rules and Regulations adopted

t,‘?y the Commission in its said Order No. R-368-A in Case No. 582, to such

éxtent as may be necessary to enable applicant to obtain from the producers

i 0

df gas in said hﬁgﬂ with whom it has existing contracts, and as may be

: // (J/

necessary to enable said producers to produce from said ﬂld and deliver to

a,fpplicants existing gathering lines, the full amount of 42 million cubic feet

<i)';f gas per day for use by it in the manufacture of carbon black in its plant

herein involved.

i
'
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Case No. 691

2. That applicant and all parties in interest appear before
the Commission.at Santa Fe, New Mexico, on April 15, 1954, and offer
testimony in support of applicant's petition heretofore filed herein.

<— <&z BE IT FURTHER ORDERED:

A& That if after due hearing is had upon applicant's
petition, as aforesaid, it be determined and ordered by the Commission
that the applicant and petitioner is not entitled to the relief prayed for in

said petition, thém and in that event the Rules and Regulations adopted by

M““W”"“

. - Y 4
the Commission in its Order No. R-368-A, Case No. 582, or any,(succee ng
exdexs, shall have a retroactive effect upon applicantgand the producers

in the South Eunice Pool, for the period of the duration of this emergency
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