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MR. SETH: On behalf of the Lea County Operators we would l i k o to re turn to Case 152, 
the Grayburg and Western Production Co* matter* The announced decision of the Com­
mission we fear w i l l establ ish a bad precedent or a precedent that might be t roub le -
soniQa I t may be r i g h t i n t h i s case* But th i s departure from a u n i t allowable to a 
lease allowable might cause a l l manner of complications, and as I understand tha t 
app l ica t ion would—-the order of the Commission would authorize t ha t i n cer ta in cases* 
I would l i k e on behalf of the Lea County Operators to have an opportunity to get a 
copy of the t r ansc r i p t and be f u r t h e r heard* The u n i t allowable has been the rule 
i n t h i s State f o r so long and operated so w e l l we question anything that might be a 
departure from i t * As soon as we can get the t r ansc r ip t and a oopy of the a p p l i ­
cation,. Lea County Operators w i l l e i ther ask f o r f u r t h e r hearing or withdraw t h e i r 
objectionso I also wont to c a l l your a t t en t i on to the f a o t that -tho notice gavo no 
warning other than unorthodox loca t ion of wel ls* I t comes to us e n t i r e l y by surprise t 

and as a matter of f a o t , we couldn*t hear ono t h i r d of tho testimony takon on tho 
matter t h i s mornings I hopo the stenographer could hear more of i t * 
COMMISSIONER SPURRIER: Judge, your thought i s to ask f o r the case to be oontinued? 
MR. SETHs That's r i g h t . 

COMMISSIONER SPURRIER: More or less i n d e f i n i t e l y ? 
MR* SETH: We don ' t want to delay -these people* We want a ohanoe to study the t r a n ­
scr ip t* I hope the stenographer heard more of i t than we d id s i t t i n g i n the baok* 
COMMISSIONER SPURRIERt The ob jec t ion , i f there i s any, i s to the allowable or to t - t 
p rora t ion scheme, not to the d r i l l i n g of the unorthodox locations? 
MR* SETH: Hot a;b a l l , no a We have no objection: to that* That i s what we thought 
the app l ica t ion was fo r* 
COMMISSIONER MILES: I t r i e d t o question somebody on that* I wasn't sure that I 
understood i t f u l l y , too„ This morning I thought tha t perhaps somebody would br ing 
up some objections and I talked to some of the people l a t e r , and they said they 
d i d n ' t hear the testimonyo 
MR. SETHs The matter i s two wel l s on more than a 40-acre allowable being produoed 
through those two w e l l s , as I understand the p ropos i t ion . 
MR, COCHRAN: I f the Commission please, Grayburg and Western Production Co* regret 
tha t some o f the people here d i d n ' t hear a l l the testimony th i s morning* We oe r t a in -
l y want Lea County Operators to have a ohanoe t o review the testimony* However, 
n a t u r a l l y since there i s no object ion to the d r i l l i n g of unorthodox loca t ions , and 
since Grayburg has two r ig s ava i l ab le , they would l i k e to prooeed wi th the d r i l l i n g 
o f the f i r s t two wellso 
MR. SETH: No objeot ion on our part to that* 
MR* COCHRAN: And na tu ra l l y also wi th reference to the allowable question, "they 
would l i k e that the matter not be oontinued f o r any longer time than possible be­
cause i t i s an extensive d r i l l i n g program and they would l i k e to know what -their 
allowable pos i t ion is* Now, w i t h reference to Mr, Seth's remarks about the notice* 
W e l l , my observation has been and I believe the Commission w i j l agree tha t i n an 
app l i ca t ion asking f o r any unorthodox loca t ion i t always involves a question of 
allowable* I mean tha t appears to me to be part of the question i t s e l f * And i t 
c e r t a i n l y wasn't Grayburg*s or Westorn Production Co.'s idea t ha t the notioo not d i s » 
close f u l l y everything that they intended to present. And I know that wasn't i n the 
mind of the Commission when they prepared the notice* But we would l i k e to go ahead 
wi th the d r i l l i n g of these w e l l s , and go i n to t h i s allowable question f u r t h e r with, 
the Lea County Operators a t the ea r l i e s t possible date* I t may be tha t Mr, Mor re l l 
might have some suggestions w i t h reference to t h i s t h a t might be h e l p f u l * 
MR* MORRELL: I f the Commission please, the thought occurs to me i n view of the f ao t 
that I had considerable contact w i t h the formula t ion and preparation of the agreement 
leading to the appl icat ion to the Commission that I might be able to add some h i s t o r y 
and background and thoughts t ha t might be h e l p f u l to the operators i n Lea County* 
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I wonder though a t this -time whether to save the time of the Commission to allow 
you to proceed wi th the remainder of the cases on your docket and upon completion 
of those I would be glad t o make several remarks f o r the bene f i t of the Lea County 
Operators© 
COMMISSIONER MILES: Mr, Seth, you wanted an opportunity to study the testimony? 
MR, SETH: Yes* I t may be that under the circumstances Grayburg i s e n t i r e l y proper. 
But we don ' t know and we don ' t want a precedent established* That i s our whole 
i n t e r e s t , 
COMMISSIONER MILES: You w i l l as soon as possible — 
MR, SETH: As soon as we get i t—the stenographer's t r ansc r ip t* 
COMMISSIONER MILES: Then i t w i l l be continued u n t i l such time as you have an oppor­
t u n i t y to study the t ranscr ip t* 
MR. SETH: A l l r i g h t , 
MR, COCHRAN: The continuance w i l l be only as to the allowable question? The un­
orthodox locations are granted? 
COMMISSIONER MILESi Anybody else want to say anything? 
MR, MORRELL: W i l l I have an opportunity to say something a f t e r the f i n i s h of t h i s 
meeting? 
COMMISSIONER MILES; Yes, s i r , 
MR-. MORRELL: I may be able to answer some thoughts that have not been yet presented, 
COMMISSIONER MILES: We w i l l be glad to hear you. Cal l the next oase, 

(Mr, Graham reads the notice of publ ica t ion i n Case No, 155,) 
MRj CARD: I represent Lea County Operators;, 
COMMISSIONER SPURRIER: Mr, Card, w i l l you please come forward? 
MR.-, CARD: I represent Lea County Operators Committee, This proposed order was con­
sidered at a meeting of the Lea County Operators Committee yesterday and i t was un­
animously—the motion was unanimously adopted tha t t h i s proposed order should bo 
presented to the Cornmission f o r adoption, Mr, Hosford, 
MR. SETH: As the Commission sees, i t i s a paragraph to take tho place of two para­
graphs i n the o ld Order 52, I would l i k e to have Mr, Hosford sworn, 

Eugene Kosford, having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 
DIRECT EXAMINATION BY MR, SETH: 

Q, Please state your name, 
A, Eugene Hosford, 
Q* By whom are you employed? 
A, Gulf O i l Corporation, 
Q, I n what capacity? 
A, Assistant Chief Production Engineer, 
Q» You have never t e s t i f i e d before t h i s Commission, 
A, No, s i r 3 

Q, W i l l you please state your training and qualifications briefly? And experience, 
A, I graduated from the University of Oklahoma with an engineering degree, and since 
that time, the last thirteen years, have been employed by Gulf as an engineer, 
Q, In o i l production? 
A, In o i l production, 
Q, Have you been employed i n Lea County? 
A. No, s i r , I have not, 
Q. This order provides for the production of o i l with a certain maximum per cent, 
above which they shall not go on any one day. W i l l you please state the substance 
of the order and your view as to whether i t is proper or not? 
A, In effect, the order states that any unit cannot be produced i n excess of 125 
per cent of i t s daily allowable i n any one day. In my opinion, the amendment is a 
good one i n that there is some question i n the minds of the pipe line companies as 
to whether they should run available o i l that would exoeed the summation of the daily 
allowable to that date, Nov/ this amendment w i l l c l a r i f y this situation. I t goes 
even further than that, and probably of more importance i n that i t is a conservation 
measure. F i r s t , i t restricts the rate of flow, and does not permit excessive rates, 
and this i n i t s e l f would be more conducive to the proper operation of the reservoir. 
Secondly, and even more important these days, is the fact that by distributing the 
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o i l and gas production throughout tho month i n placo of producing i t i n 0110 or two 
days, or I should say i n a week's t ime, i t w i l l mske possible a more continuous f low 
of na tura l gas i n to the gasoline p lants , and th is i n turn w i l l permit more e f f i c i e n t 
operation of the plants and minimize wastage of gas* 
Qo Under t h i s order a man couldn ' t produce a week's allowable i n one day? 
A* That's r i g h t , 
Q, I t must be spread more or less evenly over the month? 
A, That i s correct , 
Q» Do you favor i t s adoption as a conservation measure? 
A, Yes, s i r , I do, 
MR* SETH: I believe that i s a l l we have, 
COMMISSIONER MILES: Jinyone else have a question? 
MR, MORRELL: I would l i k e a c l a r i f i c a t i o n of tha t testimony j u s t presented, A 
week's allowable could be made up i n one day? 
A, Could not be, 
Q» I would also l i k e a l i t t l e c l a r i f i c a t i o n , i f possible, f o r the b e n e f i t of those 
who were not i n attendance of the Lea County Operators Committee meeting yesterday. 
There xras one or two tha t made the comment t ha t t h i s would allow a w e l l to be produce 
a t the rate of 125 per cent normal allowable f o r each day i n the calendar month, I 
don' t t h i n k that t h i s i s what the ordor intends, 
A, I don ' t believe the order says tha t , Mr, M o r r e l l , I believe i t says that the 
owner or operator sha l l not produce from any u n i t during any calendar month any more 
o i l than the allowable production f o r such u n i t as shown by the prora t ion schedule. 
That i s p r e t t y p l a i n . The other provis ion i s tha t i t shouldn' t be produced over 
125 per cent of tho d a i l y allowable on any one day, 
Q, I th ink your statement i s correot , I j u s t wanted to c a l l your a t t en t ion to the 
f a c t BO tha t there wouldn*t be any erroneous impressions* 
COMMISSIONER MILES: You wore reading from the ordor? 
A, From the proposed amendment, 
COMMISSIONER MILES: Anyone else? I f no t , we w i l l take i t tmdor advisement. Next 
case, 

(Mr, Graham reads the notice of pub l ica t ion i n Case No, 156,) 
MR, CARD: I represent Lea County Operators Committee, This proposed ordor l ikewise 
was considered yesterday i n the meeting of the Lea County Operators and a motion was 
unanimously adopted that the proposed order be presented f o r adoption to the Commissio 

R. S, Dewey, having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 
DIRECT EXAMINATION BY MR. SETH: 

Q, State your name, please, 
A, R, S, Dewey, 
Q, By whom are you employed? 
A, I 8m employed by the Humble O i l and Refining Co, 
MR, SETH: I don ' t t h ink i t i s necessary to q u a l i f y Mr, Dewey before t h i s Commission, 
COMMISSIONER SPURRIER: No, 
Q, Mr, Dewey, please state to the Commission the e f f e c t of t h i s proposed amendment 
and your views as to whether i t i s a proper one f o r conservation of gas and o i l , 
A , As I •. understand the in t en t and purpose of t h i s amendment, i t i s to establ ish 
a method of gas prora t ion i n an o i l reservoir on a comparable and s i m i l a r basis to 
the method now used f o r prora t ing o i l i n the same reservoir* When and i f th© Com­
mission sees f i t to adopt th i s amendment, the e f f e o t w i l l be to tuibomhiicftlly s e t a 
top allowable f o r gas production on a u n i t basis s imi la r to the top allowable that i s 
now i n e f f e c t f o r o i l production on a u n i t basis* 
Q* I t i s applicable only to pools producing both o i l and gas? 
A, That's r igh t* I t i s l i m i t e d to those o i l and gas reservoirs i n which the Com­
mission has deemed i t advisable to set a l i m i t i n g gas-oi l r a t i o * I t does not re fe r 
a t a l l to gas f i e l d s where no o i l production i s available* I believe that i t i s a 
conservation measure i n keeping w i t h tho statutes as out l ined i n Seotion 12, and tha t 
i t w i l l a f f o r d the operators an opportunity to more nearly recover t h e i r proportionate 
part of the o i l and gas underlying t h e i r proper t ies . I t h ink the f i r s t paragraph has 
p a r t i c u l a r reference to the f i r s t paragraph of Section 12 of the statutes* I believe 
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that i s a l l I have to say, unless somebody has a question they care to ask, 
Qo The e f f e c t of i t would be t h i s , as I understand i t . I f the oi l -gas r a t i o i s 
4,000, and the top u n i t allowable i s 40 ba r r e l s , i t would be 40 times 4,000, which, 
would be a l l the gas from a f i e l d producing both o i l and gas- -a l l the gas they 
would be permitted to produce? 
A 0 That i s correc t . I f an operator on one u n i t had an o i l w e l l under the current 
p rora t ion schedule the Commission had established—a l i m i t i n g r a t i o of 4,000 f o r that 
pa r t i cu l a r reservor and the allowable o f 40 barrels—then the operator on t ha t ad­
j o i n i n g t r a c t of land who had a gas w e l l would be permitted to produce 40 times 
4,000 cu, f t , o f gas per day, 
Q, You welcome i t s adoption? 
A, I do, 
Q, And you appear here f o r the Lea County Operators? 
A, I do, 
MR, SETH: That i s a l l , 
COMMISSIONER SPURRIER: Mr, Dewey, j u s t f o r the purpose o f c l a r i f i c a t i o n f o r my­
se l f . . . » 
COMMISSIONER MILES: And me t o , (Laughter) 
COMMISSIONER SPURRIER: And Governor M i l e s , I i n t e rp re t what you have sa id , and 
Judge Seth has sa id , to mean that any pool i n New Mexico, or Lea, Eddy and Chaves 
counties, Hew Mexico, that has a gas-oi l r a t i o w i l l f a l l w i t h i n the meaning of 
t h i s order. But t h a t f i e l d s which do produce o i l — w e l l , f o r example Langl ie-Matt ix-
and have no gas-oi l r a t i o w i l l not be a f fec ted by th i s order . 
A, That i s my in t e rp re t a t i on of i t , I th ink tha t i s the in ten t of t h i s amendment, 
COMMISSIONER SPURRIER: While the Commission has no order which defines a gas w e l l 
from an o i l w e l l , or a gas pool from an o i l pool , t h i s order has the purpose o f 
preventing the withdrawal of excessive amounts of reservoir enorgy i n the form of-' 
gas from a pool which i s p r i m a r i l y an o i l pool? 
A, That's r i g h t . I t i s an order to equalize the withdrawals between operators, 
to give everybody the same opportunity to recover the f l u i d s and bonof i t by the 
energy contained i n the gas, 
COMMISSIONER SPURRIER: That i s a l l I have. 
COMMISSIONER MILES: Anyone else have any statements or questions? 
MR. MORRELL: Governor Mi les , I would l i k e to enter i n the record tha t we do concur 
i n tha t proposed order as to Federal lands. We are at the present time using tha t 
exact process. We have two wel ls on a Federal lease i n tho Square Lake pool pro­
ducing so le ly gas from a d e f i n i t e o i l -producing zone. And they have beon allowod-
although not taken the opportunity—to produce the allowable gas-oi l r a t i o to the 
top o i l allowable f o r tha t poo l . Wo are doing the same t h i n g f o r the Amon G, 
Carter w e l l i n Section 22 South, 37 East, which was recent ly oomplotod as a gas 
produoing w e l l i n the Drinkard zone. And they are l i m i t e d to withdrawals exact ly 
i n accordance wi th t h i s proposed order. 
COMMISSIONER MILES: Anyone else wish to ask any questions or make any statements 
regarding th i s matter? I f not , i t w i l l be taken under advisement. 
MR. GRAHAM: May I ask one question? Judge Seth, t h i s suggested araendmont to tho 
Commission's order . Where do you suggest i t go? 
MR. SETH: I don ' t th ink i t i s on the general Lea County order . That i s where I 
t h i n k i t belongs. 712. 
MR. GRAHAM: 712, but no spec i f i c section? 
MR. SETH. No, j u s t a new r u l e . 
MR. GRAHAM: That w i l l be an addi t ion to that order? 
MR. SETH: Yes, t ha t ' s r i g h t . 
COMMISSIONER SPURRIER: I have a question. I believe tha t Order 52 applies to 
Lea County only . Is t ha t r igh t? 
MR, SETH: We recommend that i t apply to a l l o f them. 
COMMISSIONER SPURRIER: The recommendation is t ha t t h i s order apply to Lea, Eddy, 
and Chaves counties? 
COMMISSIONER MILES: What was the answer, yes? 
MR. SETH: Yes. 
COMMISSIONER MILES: This case w i l l be taken under advisement and we w i l l proceed 
wi th the next case. 
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(Mr. Graham reads the notice of pub l ica t ion i n Case No. 110) 
M l . CARDs I represent Lea County Operators Committee. This proposed order cover­
ing Case No« 110 was also considered da tho iceoting of the Lea County Operators 
Committee yesterday* Ard a motion was unanimously adopted tha t the proposed order 
be submitted to the Commission f o r t h e i r adoption. We would l i k e to c a l l your 
a t t en t ion to the f a o t tha t t h i s proposed order doesn't cover gasoline plants and 
pipe l i n e operations with, regard to reclaiming waste o i l , and i t is suggested that 
the Commission appoint a committee representative of the gasoline plant operators 
to w r i t e a proposed order. 

R. S. Dewey, recal led f o r f u r t h e r testimony, t e s t i f i e d as f o l l o w s : 
DIRECT EXAMINATION BY MR. SETH: 

Q. You are the same R. S. Dewey that t e s t i f i e d i n the preceding caso? 
A* I am. 
Q» Have you gone over th i s proposed order? 
A. I have. 
Qo To get the reoord c lea r . I t i s l i m i t e d e n t i r e l y to lease o i l , I s i t not? 
A. That's r i g h t . I t i s an operator 's order. 
(Jo And i t has nothing to do w i t h pipe cleaning, pipel ine tank bottoms or tho r e ­
covery of drippings from gasoline plants? 
A* That's r ighto I t might have some app l ica t ion i n that i t sets up some rules 
and regulations about cleaning plants and tha t sort of t h i n g , but i t i s not 
applicable to e i ther pipe l ines or gasoline plants i n the f u l l sense. 
Q. W i l l you discuss the purpose of the order and your viow as to i t , Mr. Dewey? 
A . The purpose of th is order, as I see i t , i s to set up tho mechanics to bo 
followed by the o i l producer i n the reclamation of tank bottoms and provide means 
tha t such roolaimed production can be disposed of under the regulations of the 
Commission. The proposed order sots out i n d e t a i l the method of making reports to 
the Commission r e l a t i v e to the amount of reclaimed merchantable o i l , and provides 
a moans f o r a processing plant to dispose of the merchantable o i l , a l l under the 
Commission's d i r e c t i o n . I t also sets out a means f o r any person or f i r m desir ing 
to enter in to the reclamation of tank bottoms as a business, how thoy sha l l proceed 
t o obtain a permit from the Commission to engage i n that business. Besides tho 
reclamation of tank bottoms, i t also provides f o r a means f o r reclaiming waxtih-dtfah-
bbla ©34 ifi tat i i© iaoMdnt t o r d r i l l i n g imopor i t i tms- .or ©thorr/iso l o s i i n p i t s . -
Tho order furfchor dof incs . tho tomn thf . t are •usod"in tho nain body of the ord<5r. 

* -
Q» I t requires t h i s reclaimed o i l to bo ohargoa oacic against allowable of tho 
u n i t , does i t not? 
A. That's r i g h t . Whatever o i l merchantable o i l accumulates and can bo rocovored 
from tank bottoms i s subject to the r o y a l t y being paid by the producer. 
Q. I n your opinion, does i t provide proper safeguards against any possible abuse 
through those reclamation plants? 
A. I t h ink tha t i t w i l l prevent abuse by these reclamation plants due to the f a c t 
tha t sworn statements are required from the operator or producer r e l a t i ve to tho 
l o c a t i o n and amount of tank bottoms tha t are to be processod. And also by tho 
reclamation u n i t i n the amount of recoverable merchantable o i l tha t they obtain 
from such tank bottoms. 
Q« I t requires the operator of one of these reclamation plants to give bond to 
comply w i t h the law? 
A» That* s r i g h t . His charter can be revoked. 
Q. His permit i s good only f o r one year and has to come up f o r review of the 
s i t u a t i o n every year. Is t ha t r i gh t? 
A . That's r i g h t . 
MR. SETH4 I believe tha t i s a l l I have. 
COMMISSIONER MILES: Anybody elso have any questions or statements regarding the 
matter? 
MR. FAMARISS: I f the Commission please. Mr. Dowey, under ru le 1 , section d , the 
f i r s t sentence. 
COMMISSIONER MILES: What are you r e f e r r i n g to now? 
MR. FAMARISS: Rule , section d . I n t h i s section the f o l l o w i n g words appearj 

(P- 5) 



"Ibthing contained i n t h i s Order sha l l apply t o tank bottoms used on the lease 
from which the tank bottoms accumulated." Is t h i s construed to mean that i f a 
tank i s cleaned and the bottom used on the lease, no tank cleaning permit i s 
necessary or must be f i l e d •with the Commission, and t ha t there shal l be no 
charge back of any allowable i n t h i s instance? 
A* That i s my understanding of i t , Mr* Famariss, That i s , i f the operator wants 
t o clean h i s own tanks, and the o i l i s not disposed of except i n the regular 
manner s i m i l a r to any o i l produced on the lease* The operator doesn't have to 
get a permit to clean h i s tanks* 
Q* What do you mean by' i f i t is disposed of i n the regular manner? 
A* I t h i n k under C-110, the regular form tha t the opera to r . . . . 
Q» I s n ' t tha t taken care of i n the second p a r t , "or t o the t r ea t ing of tank 
bottoms on tho lease by the producer or operator where the merchantable o i l re­
covered therefrom i s disposed of through a duly authorized transporter as shown on 
Form C-110 f i l e d w i t h the Commission*" I s tha t p a r t i c u l a r instance- permit t ing the 
producer the r i g h t f u l l i b e r t y t o t r ea t h i s own tank bottoms and run them through 
a pipe l ine? 
A. That i s tho i n t en t of the order. I f a producer desires t o t r ea t h i s own tank 
bottoms, he should be permitted to do so. 
Q. Yes, but "the f i r s t thought i n my mind would not indicate that* I n other words, 
nothing contained I n t h i s order sha l l apply t o tank bottoms used on the lease* 

NJSI t reated and sold through a pipe l i n e . 
A* As I understand the in t en t of t h i s , Mr* Famariss, i t is that every operator i n 
h i s d i s c r e t i o n has the r i g h t t o go i n and clean h i s tanks and recover what mer­
chantable o i l he can, and tha t merchantable o i l can bo pumped r i g h t i n to tho other 
stock tanks on the loaso and bo disposed of i n tho normal manner through somo 
authorized transporter* There w i l l probably be some residue tha t accumulates i n 
tha t process t ha t there would be no point i n making a report t o the Commission 
r e l a t i v e to* 
Q» I f we delete my c i t a t i o n , would not t ha t l i b e r t y s t i l l exist? 
A* Ch, I t h i n k tho inforonco would bo there t h a t tho operator s t i l l had the 
r i g h t . This j u s t sots i t out s p e c i f i c a l l y . Ho has tho r i g h t t o reclaim h i s own 
o i l and dispose of i t * 
Q* That part I thoroughly nsrroo w i t h . 
A* Which par t do you xvish t o delete? 
COMMISSI01ER MILES : And why. 
MR. FAMARISS: I wish t o doloto the f o l l o w i n g : "Nothing contained i n th i s order 
sha l l apply" and delete the words "to tank bottoms usod on tho loaso f rom which 
tho tank bottoms accumulated or". Tho de le t ion i s as f o l l o w s : "to tank bottoms 
used on tho loaso from which the tank bottoms accumulated or " Just these words* 
They are tho exact deletions i n my roquost. 
THE WTTEESS: Would you mind reading out—reading i t a f t e r you got through wi th 
a l l t h i s de le t ion business? I can ' t w r i t e as r ap id ly as t h i s gentlemen hero. 
MR. FAMARISS: Yes, sir*. Nothing contained i n t h i s Ordor sha l l apply to tho t r e a t ­
ing of tank bottoms on the lease by tho prcducor or operator whore tho merchantable 
o i l recovered therefrom i s disposed of through a duly a uthorizod transporter as 
shown on Form C-110 f i l e d w i t h the Commission." 
A* You know I can' t keep up w i t h t h i s gentleman i n taking t h i s t h ing down. I f you 
wouldn ' t mind going a l i t t l e b i t slower. 
MR. FAMARISS: A l l r i g h t , "Nothing contained i n t h i s Order sha l l apply t o the 
t r e a t i n g of tank bottoms on the lease by the producer or operator where the mer­
chantable o i l recovered therefrom i s disposed of through a du ly authorized trans­
por ter as shewn on Form C-110 f i l e d w i t h the Commission*" I f the Commission please, 
tha t request i s made w i t h the f o l l o w i n g thought. I t -would seem tha t a producer 
could have the r i g h t t o clean a tank bottom in to a p i t , which would const i tu te i t s 
remaining on the lease, and destroy tha t tank bottom* And by the inference contain** 
ed i n the words which I requested be deleted, he therefore would come under no 
provisions of t h i s order. He would not have t o f i l e a'tank cleaning repor t . He 
would have no allowable charge back. So, i n deduction, i t would round i t s e l f out 
to mean tha t I f a producer—of which there are some—wishes t o market h i s emulsions 
•through a reclamation p l a n t , then ho must f i l l out under oath a tank cleaning order* 
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He must'go through a very elaborate t e s t of that emulsion by v i r tue of A . P . I , 
Codo 25, Section 5—by the way, a minimum number of turns of the centr i fuge machine 
is 9,000—and then i t i s t o bo charged back against his allor/able, I can only 
construe t h i s t o mean t h a t i n order t o do business w i t h a reclamation p l an t , the 
operator must therefore s u f f e r expense and penalty. Whereby, were these words 
which I requested deleted, there would bo no one exempt f rom f i l i n g a tank clean­
ing report i f he had a tank to c lean, and the merchantable o i l therefrom returned 
by the A»P,I» tes t would bo charged back against h is allowable from the producing 
u n i t from which the accumulation came. I n other words, i n my opinion i t i s an 
instance t o evade any j u r i s d i c t i o n of the order i n tha t spec i f i c instance. I have 
no quarter t o ask at a l l i n the producer being able t o t r ea t his own bottoms, I 
t h i n k tha t i s ju s t good o i l business, I would l i k e also t o have c l a r i f i e d t h i s 
matter of the shake-out t e s t , 
CGIMISSIOZER MILESs The matter of what? 
MR, FAMARISS: Shake-out t e s t . Rule 1 , Section b , where i t states t h a t the emul­
sion shal l be subject t o the centrifuge t e s t as provided under A , P , I , Code 25, 
Section 5, Could someone expla in t o me what would consti tute the merchantable o i l ? 
Shall i t bo t ha t mass above the -arater ' l ing, or sha l l i t be tha t f l u i d . o i l above the 
so l id l i ne? The reason I ask tha t i s , i n a shake-put t e s t — i n a shake-out of a 
tank bottom there i s a very substant ia l section of solids above your water . And 
my i n t e r p r e t a t i o n i s tha t the crude o i l l i e s above those so l ids , I would l i k e t o 
have t h a t c l a r i f i e d by someone capable of answering i t . 
COMMISSIONER MILES j Anyone care to c l a r i f y the paragraph? 
THE WITNESS: When you heat tha t o i l t o 120 degress as provided here, won' t most 
of those solids tha t are—that may be considered as merchantable hydrocarbons, won't 
they go i n t o so lu t ion then? 
MR. FAMARISS j No, Mr, Dewey, the tank bottoms which we aro marketing a t t a i n 
f l u i d i t y somewhere above 150 degress. In other words, at 120 degrees you w i l l have 
a so l id mass abovo your wator l i n e , 
MR. DUNLAVEYi Mr, Dunlavey of Skel ly O i l , Where aro you get t ing these 150 degrees? 
MR, FAMARISS* I have not secured, nor s o l i c i t e d , or proccssod i n any manner or' 
obtained a production tank bottom. The order as submitted covered the producer, 
and inasmuch as there has never been any spec i f i c clear method of obtaining a p ro ­
duction tank bottom, we have never handled one, 
MR, DUNLAVEY: HOT many shake-outs have you taken on a producing property f rom the 
time you have been i n business? Not very many on a producing property. 
MR, FAMARISS: I have taken several shake-outs on tank bottoms, 
MR, DUNLAVEY: What was the temperature of the o i l ? 
MR, FAMARISS: Everything from cold t o 180 degress. 
MR, DUNLAVEY: 180 degress? 
MR» FAMARISS: 180 degress, 
MR, DUNLAVEY: What do you take a shake-out in? 
MR. FAMARISS: I n a centr i fuge machine. 
MR. DUNLAVEY: Under what conditions? 
MR, FAMARISS: How do you mean? 
MR, DUNLAVEY: You develop a heat of 180 degrees, 
MR. FAMARISSt Wo don ' t heat . 
MR. DUNLAVEY: In ' ho t water? 
MR. FAMARISS; No, steam. Subject your cent r i fuge t o the steam. Subject your 
mass before you pour I t i n t o steam, 
MR. DTJULAVEY: And you come up wi th? 
MR. FAMARISS: That depends upon what we were sampling. I f sampling an unclean 
bottom, we might come up w i t h s i x t y per cent water, t h i r t y per cent of a paraf ine «• 
natured t h i c k mass, and t e n per cent of what could be construed to be o i l . 
MR. DUNLAVEY: I see. I f i t please the Commission, About e igh ty - f ive per cent of 
the operators have asked and pe t i t ioned the Commission tha t t h i s proposed order be 
adopted, I w o u l d ' l i k e to ask Mr, Famariss i f he i s an o i l producer i n Lea County? 
MR, FAMARRISi No, I am not , 
MR. DUNLAVEY: Thank you. 
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ITR* IE LLY s I am an independent. I would l i k e Mr. Famarris t o c l a r i f y a statement 
he j u s t made. I d i d n ' t s i t i n on the Lea County Operators Committee order. But 
Mr 0 Famariss has stated t h a t one producer can clean h is own tank bottoms, c i r ­
culate t ha t good o i l back i n t o other tanks and s e l l t o a pipe l i n e , or he can 
h i r e a service company t o do tha t job f o r him, 
MR. FAMARISS: Sure. 
MR. KELLY: What i f a producer doesn't want t o do ei ther? 
MR. FAMARISS: What do you mean? 
MR. KELLY; W i l l you drive your service o u t f i t 150 miles t o service a tank bottom? 
MR. FAMARRIS: Yes, I f there be s u f f i c i e n t c i l . 
MR. KELLY; I n other words, you are s ta t ing t h a t the independent operator has t o 
h i r e at a high fee someone t o service h i s o i l t ha t would not be worth the corywo 
foas ci.il t ha t wnuld not be-weyth-^yte service charge? 
MR. FAMARRIS: Uo, 
MR. KSLLY: You state a producer t h a t does not wish to—suppose a man w i t h a 
one-ivell lease. The way he cleans h i s tank Is get h is run the best he can and drag 
the residue out on the ground. Ho can ' t do tha t you think? 
MR. FAMARISS: I f t ha t was the inference t ha t was made i t was ce r t a in ly uninten­
t i o n a l . I f there i s an allowable charge back—that by v i r t u e of i t s going in to a 
reclamation market— the charge back i s established by any other d i spos i t i on 
agreement, inc luding the d i s t r i c t , i s not charged back against the operator. 
MR, KELLY; In order t o f u r t h e r c l a r i f y i t , would you please read through i t again? 
MR. FMARISS; Yes, s i r . 
COMMISSIONER MILES: I th ink i f you w i l l j u s t s t r ike out the words he wants deleted 
you can read i t . 
MR. KELLY: A l l r i g h t , s i r . 
MR. MORRELL: I would l i t e t o i n t e r j e c t a thought. That the suggestion tha t Mr, 
Famarris has made f o r do le t ion i s rather academic inasmuch as every lease operator 
has t ha t r i g h t under h i s lease instrument to use o i l produced on the property on 
the leasehold. And t h a t i s a l l tha t phrase moans. As I would take i t , tho primary 
purpose i s t h a t there would be nothing under t h i s proposed ordor t o prevent an oper*-
ator f rom doing what ho could do to take a tank bottom and put i t on tho leasehold* 
MR. FMARISS: But thon i f there i s a tank cleaning order—do you believe tha t 
there should bo exceptions t o tho tank cleaning order? 
MR, MORRELL: I t v/ouldn't make any di f ference ivhother i t i s i n the ordor or not. 
Ac tua l ly t h i s i s f o r t ransport ing and reclamation, and i f you use i t on a leaso-
h o l d , you arc not doing anything t h a t comes under t h i s ordor, 
MR. KELLY: Would you answer th i s? I f the tank bottom goes in to a reclamation 
market, a tonic cleaning permit must bo secured, but i f anyone'else—but i f any­
th ing else I s done v/ i th i t , i t is not necessary to socure one, and there i s no 
allowable charge back, 
MR. MORRELL: I t h i n k you have a po in t there . And r i g h t along tha t l i n e , I want 
t o suggest something t h a t may answer Mr. Famariss* proposal. We have a reference 
under rule 2 , (d) t o the t r e a t i n g of tank bottoms on the lease. Now, tha t i s the 
only reference t h a t I f i n d , by quick observation, throughout the whole order t o a 
lease. I t occurred t o me—the thought I had was t o possibly include I n the 
reference clause i n the t h i r d paragraph, "the f ollowing rules and regulations aro 
hereby adopted t o govern^ regulate and con t ro l the cleaning of a l l tanks used i n 
the handl ing , 'p roduc t ion , and/or measuring, and s tor ing of crude o i l i n the State 
of New Mexico, the processing of tank bottoms, the construct ion and operation of 
t r e a t i n g p lan t s , and the picking up" and inser t a f t e r "picking up" "the removal 
from the leasehold on which such o i l was produced." 
MR, FAMARISS: Then what, Mr. Morrel l? 
MR. MORRELL: The reclamation f rom the leasehold on which such o i l i s produced. 
This would be an order authorizing t h a t reclamation from the leasehold, I t h i n k 
tha t would take care of the point t h a t you have i n mind. 
MR. FAMARISS: Really what I t r i e d t o bring ou t—I can ' t say i n so many w o r d s -
was tha t i n order t o do business w i t h the reclamation p l a n t , the operator suffers 
a penalty. And tha t i s tho way I construed tha t to be. I n other words, the order 
applie- when I t h i t s a reclamation p l an t , but when no t , i t doesn' t . Natura l ly , 
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i t goes back t o the same argument I have put before the Commission f o r the l a s t 
year., that no producer w i l l s e l l me something f o r twenty- f ive cents a barre l t ha t 
he can dispose of and draw two and a h a l f do l la rs f rom the w e l l and market, 
MR a KELLYs Mr. M o r r e l l , here, clears up the point I was br ing up. That the 
operator have t h e ' f u l l r i g h t to use h i s o i l any way he wants t o on the lease, 
MR. FMARISS: Ch, yes. 
Mi. , MORRELL: I xvould l i k e to ask one f u r t h e r question. 
Under t h i s circumstance t o which you r e f e r , an operator could clean h i s own tanks 
and place tho merchantable o i l i n a p i t and t h a t p i t o i l could be transported t o 
t h i s rec lamat ion . . . , ? 
MR. FAMARISS: Kb, tha t is covered i n t ha t order. He s t i l l has t o have a charge 
back, whether picked up from the tank or p i t , What I was t r y i n g t o get at i s 
that there was no tank cleaning order involved u n t i l i t was brought t o a rec la ­
mation p l a n t . 
MR. MORRELL: What d id you say about pu t t ing merchantable o i l i n t o a p i t ? 
MR. FAMARISS: I said a tank could be drawn o f f i n to a p i t and burned and no charge 
back. 
MR. MORRELL: But should the producer choose t o s e l l i t i n t o the market, then ho 
has t o go through a tank cleaning permit? 
MR. FAMARISS; And A . P . I , t e s t of the emulsion and allowable charge back, 
MR. MORRELL; Or i f removed f rom tho leasehold? 
MR. FAMARISS: I n other words, what I am t r y i n g t o imply i s t ha t i n order t o do 
business w i t h a reclamation p lan t an in t en t iona l penalty is assessed against 
the producer t h a t would remove the producer f rom the market e n t i r e l y . I f I am 
wrong, I would bo very happy t o be advised of I t , 
MR. DBWEY: I t i s tho purpose and in ten t on the part of the operators i n inser t ing 
t h i s requirement tha t operators make app l i ca t ion f o r disposal of tank bottoms o f f 
tho lease. 
We have boon operating i n Lea County since 1928, and up u n t i l the l a s t s ix months 
wo have done a p r e t t y good job wi thout reclamation p lan ts , and I don ' t know of 
any wasto o i l t ha t hasn ' t been taken care of by the operators. And the purpose 
or In tent of t h i s order i s t ha t i f the operator wishes t o dispose .of his o i l t ha t 
he f i l e and appl ica t ion and obtain a permit , and t h a t is the guts cf tho whole order, 
COMMISSIONER MILES: Have you any f u r t h e r statements, Mr. Famariss? 
MR. FAMARISS: Yes, I have some I would l i k e t o make, please s i r . Under Rule 2 , 
Section a i n the f o u r t h l i n e . The word "bond" t h a t i t be preceded by the word • 
"surety", 
COMMISSIONER MILES; Tlhat i s t ha t again? 
COMMISSIONER SPURRIER; I don' t f i n d t h a t . 
MR. DEWEY: At the f o o t of the page i n Section c, 
MR. FAMARISS: No, i t i s i n the second paragraph under Section a, the f o u r t h l i ne 
out towards the end. I t says "approval of bond". Inser t the word "surety." I t 
i s i n sect ion c. I t was omitted i n tha t other one. 
COMMISSIONER MILES: YJhat i s your comment? 
MR, FAMARISS: That tha t word "surety" be inserted preceding the word "bond" to 
f u r t h e r c l a r i f y i t . This order as suggested, I believe i n the t e s t p rov i s ion , 
stated tha t a reclamation p lan t operator would have to come up once a year and 
p e t i t i o n f o r a hearing and come before the Commission and go through the expense 
and procedure t h a t o r i g i n a l l y included ge t t ing a permit . I would l i k e t o suggest 
t o the Commission t h a t i n l i e u of t h a t tha t some provis ion f o r a renewal by con­
sent be placed i n the order. And as a suggestion—this was very h u r r i e d l y w r i t t e n 
and there may be a loophole i n i t — tha t the fo l l owing words be added to Rule 2 , 
Section a , f o u r t h paragraph, "Renewal of permit may be secured by consent of the 
Commission f o r an a d d i t i o n a l period of one year \vithout the necessity of addi t ional 
hearing or no t ice . 1 1 

NCR. GRAHAM. By inspect ion and recommendation? I t occurred t o me by inspect ion of 
your plant and a recommendation by somebody, 
MR. FAMARISS: That would be a good idea. By inspect ion of the operation. I n 
other words, t ha t the Commission s a t i s f y themselves tha t the operation i s l ega l 
and proper ly operated, I would l i k e also t o have a c l a r i f i c a t i o n f o r my benef i t 
t ha t should the Commission adopt t h i s suggested order of tho operators, would i t 
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mean that my operations are permitted t o go on f o r one year past the date of 
adoption of the order? Should No. 726, which i s my permit t o operate— i t has no 
ti:rB l i m i t i n . i t . And how would i t be construed upon the adoption of t h i s order? 
COMMISSIONER SPURRIERs I s there someone from Lea County Operators tha t could 
answer tha t question? 
MR. DEWEY j I t h i n k i t would be a matter f o r the Commission t o decide. 
MR. SETH: I t probably would extend a year. 
COMMISSIONER SPURRIER: And while we are t a l k i n g and ge t t ing comments, hew about 
Mr, Famariss* question tha t he jus t raised on t h i s f o u r t h paragraph. What i s 
any operator's comment on that? 
MR. DEWEY: We thought tha t t h i s paragraph has covered tha t s i t u a t i o n , and tha t 
the p lan t operator should come back once a year and renew t h e i r permit . Give the 
Commission a chance t o review the matter. 
COMMISSIONER SPURRIER: By what spec i f ic method, Mr. Dewey? 
Open hearing before the Commission or inspection of h i s plant by some omployee of 
the Comnission or some other means? 
MR. DEWEY: W e l l , tha t i s l e f t to tho d i s c r e t i on of the Commission, How they 
would care t o handle t h a t . 
MR. FAMARISS: Then tho opinion seems t o be that the order as ex i s t ing-72 6~would 
continue f o r ono year past the date of adoption of t h i s ordor. 
MR. SETH: I s n ' t t h a t subject t o the t h i r d paragraph? 
MR, FAMARISS: That is why I asked f o r an opinion. 
MR. CARD:' Your present ordor would be subject t o the hold orders as stated i n 
Section 2 , a, 
COMMISSIONER MILES: Is t h i s being discussed f o r the benef i t of the Commission, 
or i s i t a private hearing? I am not ge t t ing a word of i t , 
CQIMISSIONER SPURRIER: Are you ge t t ing i t , Gene? 
THE REPORTER: Yes, 
MR. FAMARISS; Judge Seth, would you care t o discuss th i s? 
MR, SETH: My opinion i s tha t the new order doesn't apply to him u n t i l a year a f t e r 
i t i s issued. He has a year a f t e r tha t t ime. 
MR. FAMARISS: I wanted t ha t pa r t . I f those changes i n the order suggested— 
p a r t i c u l a r l y the delet ion 'and c l a r i f i c a t i o n of the method of renewal, whatever 
i t may be—In other words, c l a r i f y t h a t . I would l i k e t o concede my argument of a 
no allowable charge back, I haven't changed my opinion about i t , nor have I I n 
any manner changed my thoughts as t o what i s r i g h t and wrong. However, t h i s con­
t roversy can' t go on f o r e v e r , and i f the Commission pleases, and i t Is agreeable t o 
make those changes which I have suggested, I would l i k e the Commission t o knew 
tha t the order Is acceptable t o me. Without the revisions which I have suggested, 
I have two thoughts. One, the matter be continued. That covers them both any/ay, 
COMMISSIONER MILES: Le t ' s go back t o t h i s "d" under Rune 1 , Was there ever any 
conclusion w i t h regard t o vi/hether these words should be deleted from the paragraph? 
MR. SETH: I believe they should be l o f t there, i f the Commission please. Because 

the o i l can be used on the lease. There i s no question about t h a t . 
MR. SANDERSON; Engineer of production of the Gulf O i l Corporation. I t h i n k i t iJB 
very important tha t statement "d" be l e f t i n the order. For the reason tha t we 
would l i k e the r i g h t t o use the bottoms, what remains a f t e r the—for the purpose 
of use on the lease, f o r raods, and any other purpose we see f i t to use i t f o r . 
COMMISSIONER MILES: That i s the manner i n which- i t has been handled p r i o r to the 
time of any order. The way you choose to do so now. Mr. Famariss, what i s your 
objec t ion to the words? 
MR. FAMARISS: That i n order t o do business w i t h the reclamation p l a n t , the oper­
ator must f i l e a tank cleaning permit . He must make a very exacting shakeout of 
h i s emulsion and he must charge i t back against ;his-. al lowable. But i f ho doesn't do 
business w i t h the reclamation p l a n t , then none of the provisions of the order apply. 
COMMISSIONER MILES: Any dispute on that matter? 
MR. SANDERSON!; None of the o i l could be used wi thout a permit . I can ' t understand 
Mr. Famariss* ob jec t ion . I t can' t be taken away. And as Mr. Mor re l l suggested, 
the basic lease has given you the r i g h t t o use i t f o r any purpose you wont t o use 
i t f o r . I c a n t see how there w i l l be any -waste or any chance of anyone marketing 
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o i l not accounted f o r . 
MR,, FAMARISS: I f the basio lease gives the r i g h t to use the o i l f o r maintenance of 
ths lease, why is i t necessary to fu r t h e r state i t i n t h i s order? 
MR,, SANDERSON: This i s simply f o r c l a r i f i c a t i o n . Because the lease i s subject to 
the orders of the Commission. 
MR. MORRELL: I n connection with Mr. Famariss* statement about the necessity of a 
producer, i n order to do business with a reclamation plant, as compelled to get a 
permit, I would l i k e to add for his information and the information of the operators 
on public lands that they w i l l also have to come to us i n addition to the State. 
I t i s provided i n the regulations that no o i l should be taken o f f a lease without 
an approved sales contract, diversion order, or other arrangement f i r s t approved. 
And i n t h a t same paragraph i t i s set f o r t h here f o r c l a r i f i c a t i o n purposes, similar 
to the manner i n which i t i s included i n t h i s proposed order that a l l contracts f o r 
the disposition of production on the leased land, exoept that portion used f o r pur­
poses of production on the leased land, We have t h a t same type of provision i n our 
regulations. I t i s merely f o r c l a r i f i c a t i o n i n t h i s proposed order* I b e l i e v e — I 
see no objection to i t . 

MR*„FAMARISS* I f there i s nothing else, I have one more piece of information. 
MR, LOVERING: Shell O i l Company. Mr. Famariss stated that i t would be an imposition 
on the operators to make out these permits, etc, and get r i d of the o i l o f f the lease. 
The operators together made up t h i s resolution here and knowing that i t would cause 
them additional paper work to handle t h e i r o i l , and even knowing that, were unanimous 
i n t h e i r agreement i n having t h i s thing presented to the Cornmission as i t i s . I t i s 
also inferred by Mr. Famariss that since we are going to be penalized on that l i t t l e 
d e t a i l we should be penalized on a l l tank cleaning operations which are normally 
much greater than treated by an assayer. I don't think i t i s necessary, and I r e ­
commend that paragraph (d) be l e f t i n . 
MR. FAMARISS; I have t h i s other information to place i n the reoord* 
COMMISSIONER MILES: Yes. 
MR. FAMARISS: In the hearing of the Commission i n the Case 104 and 110, October 15, 
1947, the controversy of allowable oharge back or no charge baok was propounded at 
quite some length before the Commission. The Commission made the suggestion at that 
t i m e — I believe i f I am correct i t came from Governor Mabry—that a committee be 
appointed of the industry to examine the controversy* Included on that committee, 
Mr. Spurrier, was a pipeline company, a major o i l company, a gasoline plant, an 
independent operator, a re f i n e r y , the United States Geological Survey, and Lea County 
Operators. That oommittee met on October 31 and transmitted to the Commission on 
November 3 a suggested order. I don't believe that t h i s has ever been made a matter 
of a hearing record, and f o r that reason I would l i k e to present i t * I think every­
body here i s acquainted w i t h the order. I would l i k e to present i t and have i t made 
a part of t h i s hearing. These are my orig i n a l s from my f i l e s * W i l l you need those? 
COMMISSIONER•SPURRIER: No, we have copies. 
MR. FAMARISS: That i s a l l I have, 

MR. SETH: I f the Corrsnission please, the proposed order that Mr* Famariss referred to 
was never circulated among the operators* And we don't know whether or not the 
committee that prepared the proposed order were representatives of a l l the producers 
involved—purchasers, producers, tank cleaners* The suggestion made by Mr* Morrell 
about going o f f the lease* We thoroughly approve th a t . To l i m i t the scope of the 
order, 
COMMISSIONER MILES: Anyone else have any statements regarding t h i s matter? 
MR. DEWEY* I discussed t h i s matter of the amount of heat that should be applied i n 
a centrifuge t e s t with our Chief Pipeline Gauger, and he expressed the opinion to 
me that i f you' had to heat i t much above 120 degrees you get a l o t of material that 
would s e t t l e out as soon as the temperature was reduced. That i s , the l i g h t e r o i l -
elements of the o i l were driven o f f by the heat and j u s t the heavier hydrocarbons 
were l e f t , and that from the pipeline standpoint they were not interested i n having 
somebody t r y to s e l l them some o i l that had been subject to too much heat. I t had 
been t h e i r experience where they had taken o i l of t h a t nature that as soon as the o i l 
had cooled down that i t settled out in. the f i r s t tank along the pipeline system, and 
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they had paid f o r something that they would have t o — t h a t they couldn't get down to 
the re f i n e r y * And i t would tend to f i l l up t h e i r tanks and cost them money to dispose 
o f 9 So, I don't know whether that i s perrnissable evidence or not i n t h i s hearing* I 
have no experience myself about the matter* I t i s j u s t the opinion he expressed to 
me about i t * 
MR. FAMARISS: You say the o i l then above the solid mass would be considered merchant­
able o i l ? 
MR. DEWEY: I would think that i s the case. But as I say, I have no experience out­
side of h i s statement to me to j u s t i f y i t . 
MR. FAMARISS: I would l i k e to make a statement that we i n processing tank bottoms 
that we s e l l no pipeline o i l . Tank bottoms are not sold f o r crude o i l . They are sold 
and shipped i n tank cars to chemical companies for the recovery of waxes. Not one 
barrel of tank bottoms we have produced ever entered the crude o i l market. The price 
i s higher f o r wax purposes. 
COMMISSIONER SPURRIER: What do you do with the crude o i l a f t e r t r e a t i n g i t ? 
MR* FAMARISS: Our operation i s the dehydration and the clearing up of sediment, ana 
then shipping the entire mass, which includes the wax and pipeline o i l * And our 
experience i s that that o i l i s somewhere between 10 and 20 per cent. We can't get i t 
out. I f we had a cracking u n i t we could. But there i s no praotical way to do i t i n 
the f i e l d . I t goes to Kansas from Hobbs on our operation a t the present time. The 
f r e i g h t rates on t h a t o i l i n t o Kansas run somewhere i n the neighborhood of $1,27 and 
they receive on the Kansas market a f t e r d i s t i l l a t i o n of the crude 01,75 f o r i t . So, 

• you see there i s no economic value i n handling that crude o i l , 
COMMISSIONER SPURRIER: There i s some i n i t , but you include i t with your shipment? 
MR. FAMARISS: Yes, but i t i s impossible to get i t out, 
MR. DUNLAVEY: Are you t a l k i n g about pipeline tank bottoms? 
A, Yes, 

MR. DUNLAVEY: You are not t a l k i n g about stock tank bottoms? 
MR* FAMARISSi Yes, 
MR. DUNLAVEY: You should c l a r i f y yourself* 
MR. FAMARISS: I d i d , I said that my statement was f o r the information of the Com­
mission and the operators on our present tank bottom operations* And we take no pro­
ducing tank bottoms at a l l * 
COMMISSIONER MILES: Anyone else wish to be heard on t h i s matter? Any other business 
before t h i s Commission? 
COMMISSIONER SRJRRISR; May I ask a question before the case i s olosed? Mr. Dewey, 
i n connection what you said. When i s the c l a s s i f i c a t i o n of your o i l taken? 
MR. DEWEY: They go r i g h t to the lease stock tanks* The pipeline gauger does. 
COMMISSIONER SPURRIER: And a l l o i l i s bought on a c l a s s i f i c a t i o n basis? 
MR. DEWEY* That i s r i g h t , 
COMMISSIONER SPURRIER: I might add something to the record....1 must add something 
to the record. W. C. Garand, attorney f o r Hardin-Houston, addressed a l e t t e r to the 
Commission regarding t h i s case, and he stated that Hardin-Houston had no objection to 
the o'rder proposed by Lea County Operators, While I don't have the l e t t e r r i g h t her:-.v 

we w i L l make that a part of t h i s record, 
COMMISSIONER MILES: I assume there i s no objection from the operators to that? 
MR, DEWEYt I have no objection, 
COMMISSIONER MILES: Any other business? Mr, Morrell wanted to make a statement, 
I believe. 
MR. GRAHAM: I t was on a.previous case* 
MR. MoCORMICK: I t was i n 152 t h a t Mr, Morrell wanted to make a statement, 
COMMISSIONER SPURRIER: Mr, M o r r e l l , before you s t a r t , do you want t h i s for the record? 
MR. MORRELL* That would be as the Commission pleases. They may enter i t i f they so 
desire f o r consideration. This would be an extension of my remakrs under Case No, 
152 on the application of Grayburg, Based somewhat on the request made by Judge 
Seth f o r further consideration by the Lea County Operators, This morning I mentioned 
a d i s t i n c t i o n between plant cooperative u n i t operations as contrasted with -those of 
an operator solely operating on his own lease. Reviewing the h i s t o r y of a cooperative 
u n i t agreement as af f e c t i n g the Federal lands, which the Grayburg application does, 
the department does not approve any u n i t or cooperative agreement of producing pro-
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perties unless some aotion i s taken over and above normal operations* By that I 
mean a secondary recovery project* That i s the basis on which the Grayburg coopera­
t i v e and u n i t agreement was approved by the Department of the I n t e r i o r , They agreed 
to a single operator f o r the u n i t area and to i n s t a l l a plant to i n j e c t gas, which 
they have done i n approximately nine d i f f e r e n t w e l l s , and at the present time are 
i n j e c t i n g into f i v e . The matter of u n i t i z i n g 40 acres i n connection w i t h the d r i l l ­
ing of unorthodox wells has now been before the Commission f o r several years. Wo 
have several i n the Grayburg and Square Lake pools i n which a t h i r d w e l l i s d r i l l e d 
on 80 acres and those two 40*s are communitized. The 80-acre u n i t is-'to receive moro 
than twice the top u n i t allowable to be di s t r i b u t e d among the threo wells, as tho 
operator sees f i t . We have others i n tho east end of the Maljamar f i e l d involving 
160-acre t r a c t s * So, the basic principle of u n i t i z i n g f o r proration purposos i s 
approved, but i n a l l cases s t i l l l i m i t i n g those u n i t s , whatever t h o i r size, to tho 
top u n i t allowable per 40 times the developed 40 acres, I have obsorved f o r a number 
of years a s i t u a t i o n under our present proration plan of the Commission that as wo 
approach stripper conditions i n tho oldor areas, that production on some leases i s 
actually dono on a lease basis by vi r t u e of the c o l l e c t i n g of o i l from threo or four 
or more wells into a single tank battory. The effect being t h a t tho actual amount of 
o i l from eaoh individual w e l l i s not made of record. Well, t h a t s i t u a t i o n has made 
i t very unfortunate and undesirable f o r record purposes i n connection with secondary 
recovery s i t u a t i o n s . The operators found that to be true i n the Maljamar, i n the 
Vaouum studies* I n connection with the studies of a proposed seoondary recovery i n 
the north end of the L a n g l i e ^ I a t t i x pool* I t seems to me that i f t h i s basic lease 
allowable f o r a stripper production could be actua l l y set f o r t h by the Commission, 
we may be able to have o f f i c i a l records i n the State shoivn i n such a manner that 
the engineering data i s available f o r secondary study purposes* That par t i c u l a r 
statement goes beyond the i n t e n t and purpose of t h i s p a r t i c u l a r oase* That i s merely 
made f o r information purposes. I n the instant oase of the Grayburg, they have an 
approved agreement. They have a plan f o r the d r i l l i n g of 28 wells. I f we can get 
additional expenditure of cap i t a l f o r the recovery of o i l , I think we should encour­
age i t . The only objeotion t h a t I could see-rather, the point t h a t the Lea County 
Operators vrauld be interested in—would be how they would be adversely affeoted by 
an order on the Grayburg, And so long as the Grayburg ordor i s l i m i t e d , not i n excet, 
of a top allowable, the Lea County Operators would not be adversely affeoted any more 
than they had been i n the past when a l l wells were a one w e l l to a 40 and were top 
allowable wells. They w i l l endeavor to keep the t o t a l production up to top pro­
duction by vi r t u e of the additional w e l l s , I would suggest t h a t you encourage the 
additional d r i l l i n g of five-spot wells on unorthodox locations, as they may be called, 
i n Lea County, might be considered on a somewhat similar basis, otherwise we w i l l 
not obtain a l l the o i l that could be otherwise recovered, I believe that I have 
nothing f u r t h e r , I believe that i s about the sum and substance of the thoughts I 
have. There may be some questions* I f the Lea County Operators have any at the 
present time I would be glad to endeavor to add to i t , 

COMMISSIONER MILESt Anyone wish to ask Mr, Morrell any questions r e l a t i v e to the 
matter? 
MR, LOVERINGj What becomes the l i m i t i n g factor i n the number of unorthodox wells on 
any p a r t i c u l a r sized unit? As you say, we admit that every w e l l you get down might 
get another barrel of o i l , but where i s the l i m i t i n g factor? 
MR. MORRELL» You mean as to the t o t a l number of wells to be d r i l l e d ? 
MR, LOVERING: What would keep you from having three or four unorthodox wells on one 
40 fo r that matter? 
MR, MORRELL: I don*t see any l i m i t i n g f a c t o r except the economios involved, 
MR. LOVERING* Yifho would determine that? 
MR, MORRELL: The operator, Fo-* instance, we have r i g h t now i n the Russell p o o l — 
20-28—five wells to the 40, We are using one 40 acre u n i t allowable f o r the f i v e 
w e l l s . I f we have a basic lease with eleven productive 40-acre .traots, we would have 
11 times 40 barrels f o r the basic lease allowable. That i s the most that that lease 
might be produced. I t would not make any difference i t seems to me to the Lea County 
Operators whether i t was produoed out of 11 wells or 44 Wells* 
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l£Rc LuVTfiJjtfG? I t might make some di f ferenoo to one party who shows and thinks i t i s 
more ooonomical to produce wi th a dozen wells than twenty-four* He might have to 
d r i l l and produce from each of these o f f s e t operators, put i n a l l those unorthodox 
lo cations* 
MR? MORRELL: We have tha t exact procedure i n e f f e c t i n the Fren pool i n 7-31, Max 
Friess came to us several years ago and said to us i n his opinion ha could d r i l l two 
wells to the 40 i n the seven Rivers pay. I n order to work out a well-spacing pat tern 
so tha t i t would be i n a universal mannerfl and tha t i s one of the things that shoul'-
be done and considered i n any o f these type of w e l l spacings—we called a meeting ô  
the operators—Danciger, Ske l ly , Fren, and one or two indiv iduals* We worked out 
and approved two wel ls to the 40 to the Seven Rivers pay* With that approved, we 
set up also a well-spacing pa t te rn f o r Skel ly and Danciger on ad jo in ing leases, They 
did not desire to d r i l l two to a 40. At tha t time they considered i t uneconomic* 
Our approval was given to Fren O i l Co. w i t h the understanding tha t i t did not r e ­
quire an o f f s e t to the second w e l l by the ad jo in ing operators* They would have the 
same p r i v i l e g e and same r i g h t to fo l low the same spacing pa t te rn , but i t was l e f t to 
them. They have since fol lowed i t and are d r i l l i n g 20-aore wel ls* Dancigor is.'o .:z 
COMMISSIONER MILES: Gentlemen, I am sure tha t t h i s i s a matter of great in t e res t to 
a l l , but as f a r as what i t w i l l accomplish here a t t h i s t ime, I can 1 1 see, I th ink 
i t should be ca l led a t a meeting of the operators and disoussod a t some fu tu re t ime , 
MR. MORRELL: The only reason I mention i t here a t the time i s you might want to 
hear i t , 

MR. COCHRAN: The Grayburg has out l ined a spec i f i c program. This thought has occur­
red t o me. As Mr, Mor re l l has sa id , i n some instances there have been 4 wells d r i l l e d 
on a 40-acre t r a c t . I n many instances, 5 wel ls on a 160 acre t r a c t * I n the proposed 
d r i l l i n g of the Grayburg w e l l s , t h i s s i t ua t i on may occur. That on 160-acre t rac ts 
there may be four wells of which -three wel ls are top allowable wel ls* And the four th 
w e l l doesn't quite make top allowable* And i n t h i s spacing pa t t e rn , I believe the 
f i v e » s p c t s are located about 25 f ee t south and 25 f e e t east of the center of the 160* 
W e l l , undoubtedly the Grayburg, i f i t happened that the second w e l l on a 40 f e l l on a 
40 t h a t there was a we l l t h a t would make top al lowable, then they would have to come 
i n im order to produce top allowable from 4 wells out of 5 w e l l s , and e i the r ask that 
that l oca t ion be moved 50 f e e t to the 40-acre t r a c t where there was a w e l l -that d i d n ' t 
qu i t e make allowable, or they would have to go through t h i s cooperative u n i t and f i l e 
w i t h the Commission and ask permission to un i t i ze each 160-aore t r a c t . So tha t they 
coulcd produce the allowable f o r four wells out of f i v e wel ls* I f they are not per-
m i t t ed to do i t on a lease basis , then tha t can destroy to a cer ta in extent the 
spacsing pattern and some of the wells may have to be changed* 
COMMIISSIONER MILES: Anything else? 
MR. COCHRAN: Onre more t h i n g . On using 160-acre uni t s* That would mean tha t every 

other f ive - spo t would have to be eliminated because there would be a f ive - spo t i n 
between* 
COMMISSIONER MILES: I l o s t the f i r s t part of t h a t statement* 
MR, COCHRAN: I say i f i t i s necessary i n order to produce t h i s allowable from 160 
from 5 w e l l s , then ever- other f i v e - s p o t l oca t ion would be affeoted i n that there 
w i l l be a f i ve - spo t between the north row of wells on a 160, and the South row of 
wel ls on the ad jo in ing 160* So a number of those might have to be eliminated* 
COMMISSIONER MILES: Does anyone else have a statement to make? I f no t , the Com­
mission w i l l be adjourned* 

C E R T I F I C A T E 

I HEREBY CERTIFY that the foregoing t r a n s c r i p t of the afternoon proceedings be­
fore the O i l Conservation Commission of the State of New Mexico i n Santa Fe on July 
29, 1948, i s a true record of such proceedings to the best of my knowledge, s k i l l and 
a b i l i t y * 

I FURTHER CERTIFY that I am the O f f i c i a l Reporter f o r the United States D i s t r i c t 
Court f o r the D i s t r i o t of New Mexioo* 

DATED a t Santa Fe August 9, 1948, 
LEA COUNTY OPERATORS COMMITTEES, HOBBS, N.M. E. E . Greeson 
AUGUST 13, 1948 COURT REPORTER 
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