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CAS%: NO,. 23

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

THE PETIWION OF THE OPERATORS' COMMITTEE FOR THE OPERA~-
TCHRS IN THE LOCO HILLS POOL IN EDDY COUNTY, IN CONNECTION
WITH THE PEOPOSAL OF A COLLECTIVE PRESSURE MAINTENANCE
PROGRAM FOR SAID POOL, FOR AN ORDER FROM THE COMMISSION
PERNITTING A TEN PER CENT INCREASE OVER AND ABOVE THE
NORMAL ALLOWABLE FOR EACH MONTH UNTIL THE PRINCIPAL IN-
VESTKENT IN SAID PRESSURE MAINTENANCE PROGRAM HAS BEEN
AMORTIZED; THE PRODUCTION OF THE MONTHLY ALLOWABLE OF
WELLS SELECTED AS INPUT WELLS FROM ANOTHER WELL OR WELLS
OWNED BY THE OPERATOR, PREFERABLY ON THE SAME BASIC L&ASE,
IN ORDER TO PRECLUDE THE PENALIZING OF OPYRATORS WHOSE
WELLS ARE USED AS INPUT WELLS =~ WITH SPECIAL REFERUNCE TO
THE FCLI.OWING WELLS PROPOSED TO BE SO USEDs R. W. FAIR~-
BRAINA D NO. 6, AND BASSETT & BIRNEY No. 6B=-STATE.

TRANSCRIPT OFF PROCEEDINGS AT HEARING IN

THE CITY HALL BUILDING

SANTA FE, NEW MEXICO

DECEMBER 11, 1940

Pursuant to order of the Commlssion, duly made and

entered, setting December 11, 1940, at two o'eloek P, M., for
hearing in the above entitled matter, said hearing wss convened
at two o'clock P. M. of December 11, 1940, in the City Hall Build-
ing, Santa Fe, New Mexlico, the Commission sitting as follows:
HON. FRANK WORDEN, Commissioner of Pyblic Lands, Secretary

HON. A. ANDREAS, State Geologist, Member
HON. CARL B. LIVINGSTON, Attorney for the Commission,

APPEARANCES:

NANME COMPANY ADDRESS
Ches.A.Aston Aston & Falr Smith, N.M.

Wirt Franklin Anna Franklin Ardmore, Okla.
C. A. Scheurich " " Clovis, N.¥,

G. H. Card Stanolind Ft. Worth, Texas
Ed. Downing Magnolia Pet. Co. Kermit, Texas
Edgar Kraus Atlantic Rfg. Co. Carlsbad, N.M,.
D, R. McKeithan Phillips Pet. Co. Bartleaville, Okla.
C. A. Daniels " » " Amarillo, Texas
Glenn Staley Proration Office Hobbs, N. M,

A. E. Willig The Texas Co. FP$. Worth, Texas
Carl A. Hatch Attorney Clovis, N.MN.
Bert Aston Smith, N. M.

The hearing wes called to order by Mr, Frank Worden, who
thereupon requested Mr. Livingston to read the call of the hearing
as follows:

"NOTICE FOR PUBLICATION
STATEOF NEW MEXICO
OIL CONSERVATION COMMISSION

The 01l Conservation Commission, by law invested with
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jurisdiction as the oil and gas regulabory body of the
State of New Mexico, hereby gives notlice of the following
public hearings to be hald at the Capitol, Santa Fe, New
Mexico:

Case No, 23.

The petition of the Operators! Committee for
the operators in the Loco Hilla Pool in Eddy County,
in connection with the proposal of a collective
pressure maintenance program for said Pool, for an
order from the Commission permitting a ten percent
increase over and above the normal allowable for each
month until the prineipal investment in said pressure
maintenance program has been amortirxed; the production
of the monthly allowable of wells selected as input
wells from another well or wells owned by the operator,
preferably on the same basie lease, in order to pre-
clude the penalizing of operators whose wells are used
a3 input wells -- with special reference to the follow-
ing wells proposed to be so usedt R. W, Fair-Brainard
No. 6, and Bassett & Birney No. 8B-~State. This case 1is
set for 2:00 P. M., December 11, 1940.

Any person having any interest in the subject of the said
hearings shall be entitled to be heard,

Given under the seal of said Commission at Santa Te, New
Mexico, on November 25, 1940,

OIL CONSERVATION COMKISSION

By (Sgd.) FRANK WORDEN
Commissioner of Puyblic Lands

By (Sgd.) A. ANDREAS
State Geologist."

BY MR, WORDEN: The Commission is ready to proceed now with the
evidence.

BY COL. J. D. ATWOOD: Mr, Chalrman, I desire to be entered as
attorney of record of the Loc¢o Hills Operators' Committes.
We request permission of the Commission to present witnesses
and testimony in support of the request which has been hereto-
fore filed with the Commission. DBefore proceeding with the
hearing, { desire to read into the record a motion adopted
by the Operators! Committee at a meeting this forenoon, the
effect of which is a withdrawal of the first paragraph of the
petition, and to substitute therefor a different request.
With the permission of the Commission, I will read this:

"Moved by Hugh L. Johnston, seconded by Sam Sanders,

that the Operators of the Loco Hills Field in Eddy County
withdraw from the petition heretofore filed request numbered
1, asking for ten per cent increase in allowable from seid

field to amortize the cost of installation of a pressure

-2-



maintenance program in seld field, and that there Dbe sub-
stituted therefor the followings .

1., That all underproduction, of marginal wells
in the Loco Hills Field of Eddy County, heretofore
or hereafter accrued, be reallogated to the top
allowable wells in sald field, on the basis of an
increase of ten per cent toc each top allowable well,
over and above the normal allowable to said well, said
increase in allewable to continue from month to month
until all such under-production or 'shortage! of said

marginal wells shall have been mndgﬁgi;vand that a
s

production test be made monthly of wells in said

field, under the supervision of the Commission to de-
termine which wells in ssaid field are top allowable
wells and which wells are marginal wells,.
Motion carried by unanimous vote."”
I would also request permittion to introduce two members of
the Bar, one from Oklashoma and cne from New Mexico, Senater.
Carl Hatch, of Clovis, and Wirt Franklin, from Cklahoma City.

BY MR, WORDEN: Did I understand, in your reading, this increase
would be added to the top allowable wells and nat to the others?

BY COL. ATWOCD: The marginal wells cannot make what 1s allocated
to them, so they can't make 1t up in the future., Instead of
asking for an increase in allowable Lo, in effect, amortize
the investment. While this would not 4o 1it, the one hundred -
t0 one hundred and fifty thousand barrels, i1t would not go
very far toward financing the invesiment, it would be that ..
much. This would be a conservation measure.

BY MR. ANDREAS: In other words, it 1s oll that has been allocated
to wells that could not produee it anyway?

BY COL. ATWOOD: In some caseé. 1t arises from different causes. In
gome cases the well could have msde tep allowable except for
pipe line proration, and so they have declined so that they
cannot make 1t up now. In othep ag;asﬁthe wells falled to
meet expectatlions, the producer believing he was going to
meke it, and did not; and in other cases tere were mechanical
difficulties and shut-downs. 4#And this applies only to accumu-
lations c;adited to marginal wells. There will not be very
much of that in the future, because when the wells are checked
up now, under this suggestion here, that would determine what
its actual capacity is, and you would have in the future only

mechanical lapses or unexpected decline in marginal wells,
-3-



A8 I understand, take s marginal well, when it acquires the
identity as such, and you give what it willl actually mske,

and that is added on the amount for the top allowalbe well,
That is the plan, You would not be taking anything away from
the owner of a marginal well, They feel, if they get the re-
pressure system in, they will get more benefit from it than
the top allowable well; they really have more at stake. They
will tax themselves to pay for the improvement, The operators
propose to tax themselves so much a barrel, The marginal well
will only pay what it actually produces. That will again

require an accurate check,

BY MR. WORDEN: Do they have figures segregated for the back allow-

able, whether it is due to pipe line or mechanical trouble?

BY COL. ATWOOD: I don't think they have., I think the committee

BY
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has some figures, showing the figures on back allowable and
top allowable., In the case of top allowable, the back allow=-
able 13 not due to the pipe lines ~- some of it is due to
shut-downs, or something that has prevented that well being

on full production part of the time. That has accumulated, and
when the pipe line company can teke that, that can still be
run. I don't think any attempt,- any report has been made by

the operators to show 1t was due to one cause or another,

MR. WORDEN: Proceed.

BERT ASTON,

being callczd a8 a witness on behalf of the petitioners, and
being first duly sworn, was examined by Col. Atwood, and
testifled as followa:

DIRECT EXANINATION

3tate your name, please,

Bert Aston.

Yhere do ydu reside?

Smith, New Mexico.

Where is that?

A wide highwéy out of Artesia, 24 miles,

What is your business?



01l business, production,

In what companlies, and so on, are you interested?

The “ranklin Petroleum Corporation and Aston & Fair.

Have you any connection with the ILoco Hill Operators Committee?

Chairmen of the Executive Committee.

O > O P OHL >

State briefly to the Commission what your committee proposes
to do with reference to a pressure —aintenance system, re-
ferred to in their petition on file?

A After an exhaunstive shbudy by a committee of engineers, selected
by the Ixecutive Committee, consisting of five outstanding
engineers of Southeastern New Mexico, we try, on the grounds
of their findings, to put back into the formation all of the
gas as it was taken from the Loco Hill field,by the method of
compressing and foreing it back into the formation. That
report revealed to us that the field was probably adapted to
that sort of a conservation measure, and we realize, ffom
their report, that our bottom hole pressure is dangeroualy
near the point at which the gas could come out of solutlon.
As it so happens, the ges is almost one hundred per cent in
solution, and the results obtained thereby, would, in our
opinion, be good, The committee feels 1t 1z a true con-
servation measure.

Q Have your plans reached a point where finances for the system
have been arranged?

A We have the program entirely outlined. I understand from the
consulting engineer, who is E. A. Bennett, Chief Engineer for
the Continental, acting as econsulting engineer, and I am ad~
vised he has gone so far as to have the plans even to the
point of asking for bids on equlpment out. As to the finances,
we have consummated a tentative plan for the cash to put the
plan in immediastely.

Q Going back to your reference to the engineering committee
who have made the survey of the field, who composes that
committee?

A My son, Chuck Aston, Mr, Keeler, Mr. Staley and Mr. Barnett --

BY Mi. WORDEN: Of the U. S. Geological Survey?
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A Of the U. S. Geological Survey.

BY MR. WORDEN: Mr. Staley is the proration umpire?

A Right -- and Mr., Harvey Gates.

BY COL. ATWOOD:

Q Have t hey prepared a report?

A They have, a very complete one.

BY COL. ATWOOD: I might state to the Commission, it has not yet
reached the point where coples can be furnished., The original
is available, and they propose to furnish you copies to retain
in your file,

In general, what does the plan contemplate?

The plan contemplates the immediate installation of 1000 to
1200 horse power unit, being a battery of compressors, to be
installed centrally in the field. The field is long and
narrow. The central location makes it advantageous from the
stendpoint of a gathering line, and to use wells which have
already been drilled, as input wells, and gathering through

a gathering system all the gas as it comes from the various
traps throughout the field, gathering from atmospherie pressure
from ten to twenty-five, depending on the well, In addition
we will probably pilck up addition gas, a million feet. The
1000 to 1200 horse power unit willl handle about four million
feset, and the original sources of gas,~-- some are in our own
field, there will be approximately three million feet, we
anticipate, ultimately, and we will pick up sn additional
million feet through the geas area, and re-Inject it, along with
our own gas, into the formatlon,

Q In short, you propose to stop the waste of gas, recapture gas
28 it escapes with the o0il, and return it to the reservoir?

A That is correct.

Q What can you tell the Commission with reference to the attitude
of the operators generally in the pool?

A Their indorsement of the plan has been 100%,

That is, all operators --
(Interrupting) We have had a number of meetings. At those
meetings every time, the operators have been there or are re-
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presented by some representative, and that representation has
voted unanimously in every case.

How will the investment be amortized?

The amortization basis of the plan 18 a five cent tax per barrel
on svery barrel saved and marketed.

That does not contemplate a tax on state royalties and federal
royalties?

That will be on the working interests.

Who will own the plant?

The operators -~ it will be a cocoperative,

As the investment is retired, the plant will still continue to
operate, and be owned by the operators in the field?
Absolutely.

Is there anything further you wish te state,

Nothing further,

Yiltness dismissed,

BY COL., ATWOOD: Gentlemen of t-e Commission, any witness we pro-

duce, of course you understand that any person present may

question them.

BY MR. WORDEN: Anybody present wish to ask this witness any

O o O e O
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questions?

(No answer),

CHARLES ASTON,

being called as a witness on bshalf of the operators! and
being first duly sworn, was examined by Col. Atwood, and
testifled as follows:

DIRECT EXAMINATION

State your name,

Charles Aston.

“here do you reside?

Smith, New Mexico.

What b siness are you engaged in?
Consulting geologiste.

What educsation have you had to fit you for that occupation?
I attended Oklahoma University.

"
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What 1s your connection with the Loco Hills (perators Com-
mittee?

I was retained by them to make a preliminary survey.

You were employed b the engineers committee testified about?
Yes, sir,

Wwhat, generally, is the location of the Loco Hills Pool?
Township 18 £., Ranges 29 and 30 East, Eddy County.

About how many wells are there in t“e field?

Approximately 160,

¥hen was the first well drilled in?

December, of 1938,

Is any considerable portion of this pool privately owned land?
Not a considersble portion, There is a very small portion of
fee land,

How much is state land?

About 25%.

And the remainder?

Federal land,

Covered by federal leases?

That is right.

Wwhat is the usual depth of wells?

Ranging from 2500 to 2900 feet,

Is there more than one pay strata?

Not in the Loce Hills proper. However a lower pay zone isa
found in the nort west part of the field,

What is the average thickness of the pay?

Approximately 20 feet,

What is the type of cil-gas reservoir?

It i3 == ==

Perhaps my question is not framed properly.

Is this a gas drive or a water drive fleld?

Gas drive.

There is some water?

There is some water present, It has been proven to be pocket
water.

Is it correct to state that water pressure cannot be depended
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upon to maintein reservoir pressure?
Thet is true.
Precsure now comes from the gas?
Yes, sir.
You have just heard your father state the gas is almost one
hundred percent in solution in the oil?
That 1s true.
However, there are some gas caps in the field that are not in
solution?
There is what is known as the local gas caps, on the lower side
of the structure, they have been proven by analysis and cor-
rel tion to be In the same stratigraphic field, but on the lower
side of the stratigraphle tract, and for that reason must be
very local in character.
But the largest proportion is in solution in the o01l?
Yes, 8sir.
And it is impossible to preduce the oil without producing the
gas?
Yes, sir,.
What becomes of the gas produced in the o0il?
It is wasted in the air,
The allowable baasis at present is how much?
Approximately six thousand barrels per day.
ind how much gas, approximately?
35Q000 cubic feet.
That i1s gone, never to return?
That is true.
Is it the plen here to recapture that gas and return it to
the reservoir?
That is true.
That is the idea of the preasure gystem, Your enginesering
committes made -- I will ask you this first: What is the
gas-oil ratio?
On an average it is 512 cubic feet per barrel.
That is not in any way a high ratio?
No, but a few wells are high., That is the average.
-0~
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Has your engineering committee ascertained any facts with
reference to the bhottom hole pressure? What was the bottom
hole pressure, on an average, when you first opened the field?
The ofiginal pressure was 950 pounds,.

%hat is it now?

In September, 1940, on a complete survey of the field, it

was 737 pounds.

It has dedined a little over 200 pounds already, the bottom
hole pressure? What do you estimate the rate of decline to
be?

I imagine -- all wells where we have complete information, has
been at the rate of about five pounds per quarter period; that
is, wells we have accurate information on,

At that rate, how long would it be before the wells have to

go on pumps?

It would not be very long. By the time it reaches 700 pounds
the gas begina to come out of solution rapidly, and when the
gas begins to come out of solution rapidly, the wells will
have to o on pumps.

If that repressure system is not installed, 1is it your opinion
that within the next few months the wells will go on pump at
Loco Hills?

Yes, sir.

Abocut what expense would that involve?

The pump equipment will run espproximately $1500,00 per well,
The cost of installing pump equipment alone would pay --

Kore than pay for the repressure system.

Besides saving the cost of pump equipment, and operation
thereafter, what other advantage is there from installing this
system?

In my opinion, the system will increase the total production
from 31,000,000 barrels to 60,000,000 barrels.

What estimate did your committes make as to the 0il in place?
Ayvproximately 185,000,000 barrels,

Of that amount, what percentage would be recovered by the
method now in use?

- 10n
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I mean, to let the wells flow untlil the pumps had to be in-
stalled, and thereafter on pump?

Conservatively, 17%.

Not over 17%?

I certainly think so. That is the experience in the so-called
old Artesia Fleld.

Is that field somewhat similar to this field?

Yes, sir.

And was produced by the method just described?

That 1s true,

If the repressure system is established in the near future,
whet percentage of o0il recovery does the commititee estimate?
It estimates we will have at least 1004 additional, or about
37% of the total oil in place, rather than 17%.

That figure is what you might call conservative?

Very conservative,

Then is it a falr statement that the State, dlsregarding its
royalty benefits, just in the matter of taxes slone, would
probably be able to obtain twice 1lts asseasments in the way of
tax recovery, under the proposed method of operating the field?
Yes, sir.

I have made reference to the Commission of the report which

your committee has prepared, and have stated to them coples of

this report will be available for the files of the Commission at

a later time,

Yes, sir.

Do you have that report with you so that it can be exhiblted
to the Commission?

Yes, =sir.

I wish you would do t at,

Alright, sir. (Witness gets report.) Gentlemen, this is the
report, broken down on a per well basis for each well., e
have tried to give all the information avellable concerning
the wells, with the tabulation of the bottom hole pressure
survey we made -- the reservoir space, the voidage worked

out -- one showed a voldage of 1.49 of aspace for each barrel
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of 01l produced, We have a number of analysis taken throug-
hout the field of the porosity, permeabillity and saturation,
and have a general map of the field and a series of cross
sections, which show the structure, a3 well as the relation-
ship of the producing horizons structure markers, Also is
included a map, on top of the red sand, the outstanding
correlation markers, lncluding the operations in that part of
the country; also on the pay sand itself. Then the cross
section, which shows the relationship between the northwest
part of the Tield, which seemingly produces in this zone,

and we try to show the continukty of t' cse sands across the field
That is all the data on the field gas-oil ratio, as taken

and broken down on a feet basis to get the total gas pro-
duced per day. That is aBout the jist of the information in |
the report,

BY MR. BERT ASTON: Assuming that this plan could be put in operation
within a relatively short period of time, and the bottom hole
pressure generally in the field declined to 700 fmm hundred
pounds at the time the system is installed, Would the deeline
which has heretofore been shown -~ it is the opinion of your
committee that the de&line would then be arrested?

A Yes, sir.

S0 that there will be very little decline thereafter?

No decline at all, In fact, with that pressure set up there
will probably be some gas put back in solution and maintain
what 1s in solution now and ultimetely put some back, Of
course, it is very difficult to say what the effect will be,

BY MR. DEXTEH: Are we going to ask for the 104 indrease in allowable?

BY COL. ATWOOD: I don't think you were Iin the room, but the request

for the ten per cent increase in allowable was withdrawn, and
in lieu of that, request that the back allowable that has
accumulated be permitted to be re-allecated among the top
allowable wells.

BY MR, .OHDEN: Does that mean to deduct from some other field in
Ealy vounty?

A No.

-12~



-1y

BY COL. ATWOOD: I might say to the Commission, a further study
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of the prposal of the 10% increase brought up this situation:
While t e Commission could arbitrarily add the ten per cent
to the top allowable, it would be difficult to convince some
operators in other pools that they were not making up that
increass, Rather than have that feeling, the operators here
decided that by following this plan 1t could not have any
reprecussions at all,

What 1s the present allowable per well?

44 barrels,

Witness dismissed.

ERNEST A. HANSON,

being called as a witness on behalf of the petitioners, and
being first duly sworn, was examined by Col, Atwood, and
testifled as follows:

DIRECT EXAMINATION

State your name.

Ernest A. Hanson,

¥here do you reside?

Roswell, New Mexico.

What is your officlal position with the United States Geo-
logical Survey?

Supervisor and engineer in charge of o0ll and gas operations,
“hat territory do you cover?

New llexico, Arizona, the southwestern part of Colorado and
the southeastern part of Utah.

Does that ineclude the Loco IIills poll in Eddy County?

Yes, sir, about 75% of the lands are government owned.

Of that 75% of land belonging to the United States, I believe
all is under lease of one form or another?

Yes, sir.

And all operations in connection with the same are governed by
federal regulations?

Yes, sir.

Mr, Hanson, have you given any thought to the proposed plan

Tz
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to repressure Loco Hills?
Yes, I have met several times with the operators to consider
the practical side, also the regul.tory side of the proposed
plan,
Stated generally, do you think a plan of this kind, a general
plan of this kind, is a form of conservation which 1s in line
with the policles of the federasl government?
Yes, from my part in the pleture I would say they have an
excellent plan and en excellent idea, and might have reason-
sble expectations to lmprove recovery to such an extent that
it might be equivalent to the discovery of a new field, in
terms of production.
The effect of this system, carried over a period of years, so
far as the public 1s concerned, would be the equivalent of
bringing in another Loco Hills pool?
Yes, sir. I would recommend it for approval by the Derartment.
As to the rate of decline, if the rate of deeline 1s as has
been reported by the Engineering Committee of Loco Hilills,-
if the reservoir energy is declining at that rate, would you
say that a system of this kind 1s essential to prevent undue
waste, assuming the rate of decline is four or five pounds
quarterly?
Well, from the engineering point of view I would say that this
type of plan is the only clean cut solution that could be
worked at this time that I know of.
“here is the greatest waste committed in oil fields in New
Mexico, in an average pool? What form of waste, in your
opinion, is greatest?
I would speak only on my own concern and the concern cof those
working directly under me, and that is almoest wholly, with
few exceptions, in regard to ges waste.
The production of gas not utilized in any way is a form of
waste? .
Yes, sir,
No cil going to waste?
No, very little.

-1l4~
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All o1l produced, except in case of accident, is consumed?
Yes, sir.

Gas that goes off in the alr is not recovered?

That is right. '
If a system of this kind is properly installed and operated,

is it a fact, even after all of the oll possible of recovery
has been recovered, you still have a gas reservoir which has
some value?

That is & very good point, and that expectation, I am sure,

can be reasonably anticipated.

For example, if by this system, 1t should produce for fifty
years, and at that time all of the oil that could be profitabdbly
produced had been recovered, all of the gas heretofore wasted
into the air would still be available for piping for indusiital

purposes?

Yes, sir.

BY MR. LIVINGSTON: Mr. Hanson, inasmuch as no proposed written

plan has been submitted as yet in all details, is not this plan
a repressure maintenance plan, and not the typical unitization
plan that is sometimes recommended by tha Department of the
Interior, or to the Department of the Interior?

A plan of this type, which ias essentially a cooperative agree=-
ment, might be handled in one of at least three ways, As to
the Torm of that particular agreement, 80 long as it is in
sccord with state and federal lawa, I don't believe i1t would
make a great deal of difference. There are certain advantages
to using one legal form as compared to another, very ruch as

it would be in business: you might have a partnership in one
case, a corporation in another, or a trust agreement in another
case, I don't believe they contemplate the so~called unit plan,

based on a stipulated plen, which we call, in our work, Form A,

BY MR. LIVINGSTON: The purpose of the inquiry Just addressed to

you is vecause it has been shown there is about 257 of this
land is state land, and there might be some dnager of royalty
difficulties with the Enabling Act, which is the reason I made
the inquiry.
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A I am sure, even with the limited knowledge I have of the
details of these agreements,- cooperative arrangements, that
could be worked out alright.

Witness dismissed,

BY COLONEL ATWOCDt I might say the propesal 1s that a corporation
be formed to own and operate the repressure system, in which
the operators would be stockholders, It is contemplated that
every operator will sign up because of the fact it will be
beneficial to him, The financing of the plan, that, of course,
will be handled by all, an order signed by all operators,

There may be some difficulties with respeet to over-riding
royalties., It is not contemplated the original royalty owners,
the State and the United States that would be, would be assessed
anything on royalty on oil. But some individuals carry over-
riding royalties. They would be benefitted, but if they re-
fuse to do 1t, the alternative would be to come before you

and ask you to order in a pressure maintenance system 1in Loco
Hills, which, I think, there is no question you have the power
to do as a conservation measure. That would have involved
difficulties. In view of the fact that sentiment seems to be
overwhelningly in favor of the plan, the operators thought it
would be better tc have a voluntary planjas 8 preliminary to
getting the plan signed up, they ought to be able to show

some amount of back allowable given to carry part of the burden
of the plant. Any question on that? I want to get the plecture
before you as closely as possible without taking up a lot of
time unduly.

I take it that the files of the Conservation Commission
show, as a matter of record, there are back allowables due
narginal wells in lLoco Hills, the exact amount to be rechecked
and investigated. I will let that stand on what the record
shows, i

On the matter of this request for the back allowable,
we would like to have the order of the Commission, if they
should grant the request, show it 1s a reward to the operators
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or a premium for the installation of modern conservation
methods, and that therefore this back allowable be allocated
among the top allowable wells, which are part of the plan,
1f some operator should say "Why should I go in§ They can't
repressure the pool without repressuring me", at least he
ought not to have any reward. This Commission gives that to
those spending the money. The plan contemplates, as the
Commission knows, for certaln wells to be designated as input
wells for that return gas to the reserveir; it is better to
use a well already drilled than spend money drilling 2 new one.
The operator who has to give up that well «- he cannot use

it for oil -~ we ask that thsat operator be permitted to make
that allowable from other wells on his lease, It does not
increase the amount of oil. ¥%e think that would be a very
fair plan. There are two gas wells, referred to in the
petition, that produce no oil. Those operators are highly

in favor of this plan, and they are willing for those wells
to be kept closed in., I think it would be a very fine thing
if those wells never be put on a gas pipe line. That gas can
be kept in the reservoir, and to compensate them for that,
the plan is to give the allewable oil from that gas well

that 1s kept closed in, and certainly the benefit of keeping
those wells closed in 1s worth more than what little little
detriment might result from giving them 40 barrels of oil.

In closing the testimony, I want to ask lr. Wirt
Franklin, who is pretty generally known in New Mexico as the
discoverer of the Oklahoma City Pool, and let ir. Franklin
tell what he thinks of this plan.

WIRT FRANKLIN,

being called a8 a witness on behalf of the petitioners, and
being first duly sworn, upon request, made the following
statement:

My name is Wirt Franklime. I live at dirdmore, Oklishoma,
There is one phase of this case I would like to cover. I
think it has been generally pretty well covered in every other
way, and that 18 the question raised by different ones in the
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meeting of the operators this morning, and raised by Mr.
Dexter a while ago, that some operators in other pools might
consider they are dlscriminated against if this back allowable
of marginal wells should be assigned to top allowable wells

a3 a measure of compensation to the opersators at Loco Hills
for installing a pressure maintenance program early in the

1ife of the field at a time when it will aecomplish real
conservation. The question was raised that this might con-
stitute a precedent for other pools in New Mexico to ask for
the same kind of treatment, Now, I think theat can be differen-
tiated. In this case this 1s asked for the reason that this
great conservatlon movement is being undertaken, and it is =
precedent which might well be established for all cases of

like charascter, If action of the Commlission of this sort re-
sults in a promotion of conservation in all fields of this
state, whether now existent or hereafter discoveréd, whereby
the ultimate yield of any such field is doubled or trebled,
certainly that 1s a precedent that might well be established
with the best of judgment, and would be a wise one, in my
opinion, so that if the operators in any other pool should
commence a program of this character, the back allowable on
marginal wells, on proper request, could be transferred over and
given to top allowable wells; and if they had no such plan and
should come in and ask that thls be done, then the question
could come back from the Commission, "What plan of conservation
8o you propose?" In that case, and if they had no plan of
conservation, thls precedent would not be one to apply to such
fleld, I want to call thet point to the attention of th
Commission because it has been raised in the meeting of the
operators, and has been raised by other operators in New México
and by operators at Loco Hills,

BY MR, ANDREAS: Do you think there should be a2 time limit on the
back allowable of thess marginal wells?

BY MR. FRANKLIN: The time limit suggested was at a certain rate from
month to month until such time ag the under production or
shortage of the marginal well should have been made up.
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BY MR, ANDREAS: But the propossl is merely that roughly 150
thousand barrels of back allowable, which is to be accredited
to the pool as soon as this pressure maintenance program is
started. It seems to me there should be a limit in orediting
this vacl allowable. You would not say, if such a program
should be started, say in 1949, that they should take that
back allowable all the way baci to 19357

BY MR. FPRANKLiIH: Each individusl case would have to stand on its
own merits,

BY MR, ANUREAS: But in establishing a precedent there should be some
fairly permanent standard,

BY MR, FRANKLIN: I am not familler with the time in which this back
allowable has accumulated in this field.

BY MR. AKDREAS: 1In Loco Hills it is not very long for the field is
comparatively young.

BY MR, FRAWRKLIN: That was my understanding that 1t covered a com~
paratively short period, Of course, as you say, to go back
and undertake to build up back allewable over a period of
years -- I think that is & question that could well be left
to be decided when it is ralsed, |

BY MR. ANDREAS: In this particular caaefyou are establishing a
precedent of two yeara, and the fiaid has been on proration
a little over a year,

BY MR. PEANKLIN: Well, if the Commlssion cecan hold out to operators
in other pools, or pools hereafter discovered that from in-
ception they will be rewarded for conservation from the be-
ginning, it would be the wisest conservation measure that could
be made, That is the reason I think the precedent a wise one,
end if it is established it ought to be applied to all cases
as a reward.

BY KR. ANDREAS: Yes, but within reason there ought to be a time
limit.

BY COL. ATWOOD: There 1s c:greats difference between a new field
where the pressure has not yet gone so low that a pressure
maintenance program would be effective, and a field where a
repressure plan would have to be undertaken.
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BY MR. FRANKLIN: I admit that here is a case where pressure

maintenance in a new field is much simpler operation to

maintain that.

BY MR. J. B. KENNEDY$

OO » O P O P O

= O o O

O o0 O

The purpose of the 10% back allowable is to amortize the plant?
Yes,.

How mueh will the plant cost?

The entire installation will run between $150,000 and $175,000.
Including the gathering lines?

The whole thing.

And vou have 150,000 of baek allowzble?

The statement lMr. Staley had this morning showed a 1ittle over
135,000 barrels.

This ten per cent, what additional allowsble would that give you?
We are getting 6,000 barrels a day now.

Heow much & day would that mske you?

Take it at the rmmte of ten per cent on the top allowsble wells
will -

What does it fizgure for the fleld per day?

4,4 barrcls per well of the top allowable wells,

How many top allowable wells have you got?

Thig list shows 123,

That would be about 500 barrels on the ten per cent incresse

in allowable for the fleld? You would get 65,000 instead of
6,0007%

Only for such period of time as the oil already allocated to
the field i1s made up.

Your marginal wells will inereass under this program -~ the
marginal wells would tend to increase in ability to produce?
I am inclined to believe a little.

S8ince thls thing is establishing a precedent, I do want to
comment on intentions -- I think 1t is fine, I think it is
going to increase the ultlmate recovery, it will increase the
ability to produce after this thing gets under way, I don't
know about granting back sllowable -- it might have reprecussions.
It is not granting a new allowable; it 1s not a speciszl allew-

able., It 1s simply transferring from one set of wells to another



set of wells the allowable alrecady accummlated,

BY Mr. ANDEEAS: Even thougn merginal wells do increase by this
pressure maintenance, the increase in allowable in wells sll
over the field will never be greater than 150,000 barrels.

BY MR. KENNEDY: I see your point. I don't know, where they have
had such thlings outslde of the state we have had enough reward
on the success in putting in the pressure mairienancs system to
well pay for 1t without golng to t e expense of getiing addi-
tional -~ perhsps jeopardizing the plan.

BY MR. DLATER: Have we made any plans to get anybody to take this
01l? It seems to me they would have to have s market., Another
question [ would like to asks In using the two gas wells,
would 1t be the plan of the engineers that the allowable on
these wells would be given over to other wells?

A You had a man on the stand who is a member of the encineering
comzittee, I was not, I will not undertake to answer a
guestion of that character,

Q As they are gas wells, will the gas finally find its way
to the oil horizona, If it does, it seems to me you would have
to check them ==

A (Interrupting) Are you referring to gas wells to be shut in¢%
Those wells that make only gas are shubt in,

I thougnt you were to use those for repressuring?

No, they are to be shut in to maintain that in the reservoir, if
they are making only gas,

They are shut in?

Shut in toc keep the gas in the field, and in lieu of thai, allowing
them to produce gas, they are to be given an allowable to be

taken out of other wells on tre basic lease, That is my under-
standing of the plan,

BY COLONEL AT COD: That is correect. The statement was made to the
Cormission that those wells are to be kept shut in, and that in
lieu of the gas, they be given an allowable from other wells
on the lease,

BY MR. WORDEN: Do you want to ask that question &f Mr. Dexter?

A I was mistaken., I thought they were going to use these gas

wells for repressuring.



CHARLES ASTON,

being recalled as a witness, was examined by Col. Atwood, and
testified as follows:

DIRECT LXAUINATION

Is it part of your plan thaet from time to time you will change
the input wells so as to make certein the gas will vermeate the
0il bearing formations throughout the pool?

They will te varied as the engineering results show they
should be varied.

fnother cuestion, approximately how much acreage 1s in the Loeco
Fi1lls pool, as it has now been defined?

Aprroximately 7,000 acres,

Witness disnissed.

- -

BY MR, WILLIG: The Texas Company cdoes not own property in Eddy

County, in the Loco Hills Field, but in so far as it micht
effect the picture as & whole in New Mexico, I think from the
evidence the Looco Hills operators are to be commended on their
plan of conservation in that field; and, as the evidence also
shows, the econservation measures they propose to undertake willl
reward them without any speelisl econsideration on allowable, It
may not anpear that 500 barrels per day 1ls much, but it is a
precedent, and although it has been stated, this so-celled
reward is a legltimate back allowable for certain wells, it 1is
not credited in other areas. I have had considerabls ex-
perience with Texas proration, and I would suggest caution in
a matter of this kind; where something of thls sort was done,
we have nad a hard time distributing that oil, on back allow-
eblea, in addition to the regular allowable, It is a fixed
market, and while the proposition of 500 barrels & day would

not hurt, I would suggest extreme caution,

BY MR, ASHTON: Is it not a faet, in your referring to Texss, there

have been very, very many intereszts and have been precedents

set for just this sort of allowable?

BY MR, WIl.LIG: No, on the contrary. I am not famillar with those -«

we have quite a number of repressure projects in Texas, and we
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have not received any baclk allowable.

MR, ASHTON: You kmow for = fact there have been no such cases?

MR. ¥ITLIC: No, the State of Texas is blg, and T don't lkmow.

MR. AJFTON: Isn't it true that some flelds were virtually shut
in until they did repressure?

MR. “iII1IG: Yes.,

MR. ACHTCU: And then they were allowed allowable as & recompense?

MR, WILLIG: YXNot any special asllowable or allowasbles,

MR. A:%TCN: They have recelved zllowable for doing vhat Xk we
are planning tc do?

MR. WIILIG: The wells received some allowables, but no speclal
allowables.

MR. ASHTON: In Texas they didn'! call then special allowables,
but they were sllowables?

COT., ATWOOL: I might state, gentlemen, the recason we must come
to you fcr this order, we assume the mkpiXm pipe line company
will be willing to take a reasonable amount of oil over a
period of tine, because the pipe line company 1is definitely
interested in seeing this proposal go over. We anticipate
there will be no difficulty 1f we do not load them “own
unduly, »ut we must show the pipe line company we have pere
mission to ran the oil.

MR. XRAUS: I don't know whether 1t was testimony or argument of
Mr. Franklin, There has been talk of a reward for conservation.
I feel the Loco Hills operators are deing a good job., I feel,
if the Commission thinks there is good reason to switech oil
from marginal wells to top allowable wells, it i1s within the
province of the Commission to do 8o by this conception or this
precedent of rewarding an operator for conservation., But after
all, as I have frequently expressed myself, conservation is
its own reward to the state govermment and the operator, and
there is no use fooling ourselves on this score, there would
be no repressure plan in New Mexlico, or any place else, if
the operator didn't think that ultimetely he would gain and
benefit by it. It has been the practice in New Mexicc in the
past to try to make sure that the operator who does anything
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towards conservation be not penallzed by the fact that his well
is shut in for any remedial work, This is the first time I can
remember of anybody sugresting he be rewarded, Conservation
goes back a little further than merely repressure, 0One of the
steps before vou begin to repressure is to save the gas you
have. +e have been setting a lot of packers, and nobody has
asked tc De amortized for that cost, How far will they carry
this mattor of reward for conscrvation? There would be no
stop =~ every well that is completed properly should have a
reward scoinst cne that is completed improperly. I don't see
where it will end.

BY COL. ATWOOD: I would like to say this in reply. I think the
operalor who comnletes a well properly should be rewarded,
&3 against one who completes a well improperly., In the matter
of reward to the operators for conservation is the very essence
of the Interior Department regulations., From the very be=
ginning they have encouraged conservatlion and offered special
inducements to the operators who would apply speclal conservation
meesures by glving them longer leases and extend them indefini-
tely and -etting concesslions in royslties, all of which the
Secretary of the Interlor can do a&as a reward to you for engaging
in proper conservation met ods., Certainly there should be a
distinction between operators who contlnue to practice conserva-
tion as sralnst those who do not,

Thaet is all we have to offer,

B MR. WORDEN: Any other operators present who ﬁave anything further

to say or any testimony to offer in this case? (No answer)
Gentlemen, the Commission will take thls case under advise=-

ment., Col, Atwood has said they will furnish us with those
documents 80 that we can go into them, Thls closes Csse No,

23,
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I hereby certify that the foregoing and attached
twenty-four pages of typewritten matter are a true, correet
ant couplehe transcript oif the shorthand notes taken by me
in Case o, 23, before the 01l Conservation Comniscsion of
New kexlco on the 1lth day of December, 1940.

Witness my hend this 28pd day of December, 1940

Lethot Zaitin



