Homer Dailey, Hobbs, New lexico, Continental 0il Co.
N. R. Lamb, Artesia, N. ., wilson 0il Company
fred B. Willson, Ponca City, Oklahoma, Continental 0il Company
i C. Brunner, mMidland, Texas, Shell 0il Company, Inc.,
Paxton Howard, kidland, Texas, for Shell 0il Company, Inc.
Frank Lovering, Hobbs, New IMexico, for Shell 0il Company, Inc.
vite SHEPARD: Case No, 168, In The Hatter of Hearing Called by
the Cil Conservation Commission of the State of New kexico,
for the Purpose of Considering the anplication of Clary and
Ruther for an Order Granting Permission for an unorthodox
location designated as Clary & Ruther State Ilo. 1, described
as 106.3 rfeet from the North Line and 43.9 feet from the West
line of Sec. 36, T, 23 S5, R. 2 East, K.M.P.M. in the NWiNWiNWi
thereof in Dona Ana County, N. ., was advertised for hearing
for December 7, 1948, but due to a:plicant not being able to
apoear the case was continued to this date.

mr. Graham will you reacd the advertisement?

(Reads the notice of nublication in case No. 168)
(Witness W. L. Clary is sworn)

mit. oOHaraikd: Will you state your case,

Mr, Clary: e employed a ~eologist dovmn there and after zeologizing
our 74,000 -- the structure is an elongated structure and we had-
state Jection 32, land 36, which part of it shows to be on the
structure and the biz;est r~ortion is off, so upon the recommenda-
tion of our zeologist he made a location on Sec. 36. de built

a road out there and it 1
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a very rugsed terrain anc we zot over

into it and went just

)

s far as we possibly could into the cuarter
section without going into the canyon. Now, there is a canyon --

some type of pluz that is »used up there anc this canyon runs

from the edge of the lava around the north west cuarter of 27, wo

we are right on & land, anc in orcder to move our rig in any

direction we woulc have hac to spend something like 5000 or
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or 36000, Therefore, we ask the Commission in view of the
nenalties and exprenses we would be put to in drillins and in
moving the risg across the canyon rurther into the nothwest

auarter ol tne northuest cuarter -- the expense would be so

great as to be prohibitive.

Mit, SHoFaAnD: How about your drillinz bond?

A, 1 sent one ur here by emnloyees gzroup - ebout 5,000, I

will say further that 211 the sections surrounding 36 are govermnment
leascs and I have recsuested -- e have iiled an application for
those anc have fof aoout 7 or @ months anc 2 have urged the Fed-
eral Land Office tc give us these sections as oulckly as possible
before we even moved on 36, otut they won't grant them because
they said they were short oi nelp and thérefore we only had one
section on that corner. Wwe are on the edge ol the structure --
the eastern edze. .
M. SPURATIER: You feel that eventually you will have all of the
surrounding acreage under lease?

A, Yes.,

. SPURRIER: Hac you acoueinted yourselves with the Rules and
Regulations o1 the (il Cqmmission?

A, Frankly, no. I plead guilty there. iir, Newman came over and
gave me a pamphlet anc I commenced readinz it immediately, and

had 1 noticed that I would have gotten the rermit »nrior to moving
on. e went to a sreat lot of exrense. e are only 602 feet deep
and it has cost ($3,200. There is ocuicksand ana the Iormation is
terrible, but we are through that and we can acccmplish something.
Je are cdrillingz today. w«e pulled our derrick in ana pipe and we
had to zo clear across the country to wisconsin to get another mast
for this 36. It is a pretty hard proposition.

mil. SHoraiD: Does anybody else care to question the witness?

riie MORRELL: In view of the fact thzt the well arparently offsets
federal lands, according to your testimony, under the circumstances
we would have no objection to this particular location since it

is now in existence. 4as I understand it you have drilled 602

feet?



A. Yes,

fine wUnnzabl:  Hovever, if srocuction is obtained we would re-
~uest tnat the subsecuent gells be in conformance with the
Hules and Regulations of the vommission.

A, Thet we would comply with, or else after going over the
terrain there woulda be a lotv of unorthodox apnlications. These
canyons are 20 to 30 to 50 feet dee;. }e should like to re-
serve the right to locate a well ecua-distant as an offset in

case production is obtained.

Witness excused and next case is cglled.
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oHaraid: The next case is No. 169, lir. Graham will you

read the advertisement?

s

(Reads notice of publication in Case &

0. 169)

JUDGE E. K. WRIGHY: (for Continental Carbon Company) Will you

have your witness sworn?

(4sitness C. &. McKinney, sworn)

pIfsoT wXanINATION BY JUDGE wRIGHT:

Q. State your name.

A, C. . HcKinney

Je Are you connected with the Continental Carbon Company?
A, Yes, I am manager.

Qe Were you connected witﬁ the Panhandle Carbon Company at
one time?

A, Yeé.

Q. The Panhandle Carbon Company and Continental Company had

plants in west Texas near Amarillo?

A,

&

>
.

O

-
nan
A,

Yes.

Has the Panhandle Carbon Company changed its corporate name?
Yes, Whitco Carbon Company. |
As a preliminary to this application, has the Panhandle Com-
y, now the Whitco Company, an orerating nlant in New Mexico?
Yes.

where is it located?

Near Zunice, |

Is the plant of the PFahhandle Com»any located on Sec. 3,
T. 21, S. of Range 37 E., Lot 157

That is correct.

When was that built anc¢ how long in operation?

It was built in 1945,

Did it obtain a vermit from the Commission in 19447

Yes,

For the records, the original order of the Commission granting

nermit to use vrocessed or residue gas irom the Phillips processing

ola

nt was granted on November 27, 1944, and .is it that permit un-

der which this existing plant has been operating?



A. JYes.,

(e 4nd it now has a »ermit from this Commission to operate for
some ten years?

A. From 1947 I believe.

Jer'rom 19L7 -- the date of the order being July 15,
19477

A, That is correct.

o why is that application now being made by the Continental
Carbon Company witn which you are connected?

A. iell, there still exists a need for charinel carbon black and
we have a olant now at Sunray, Texas. This will not increase the
amount of carbon black. It is a iiove oi decentralization.
Continental Carbon Gompan§ 3urbhased from the Wfar Assets six
units that we operated during the war. /e have a temporary gas
contract there now and we provose to move a part of it to New
liexico.

“e wWhere would it be located with reference to the éxisting
plant ovned by the Witco Company ?

A. Un the present plant site or the Witco Carbon Company.

Ge A11 in Lot 15 of 3Sec. 3°

A, That is correct.

Q. Is it planned to operate the uitco plant and the Continental
plant as one operating unit -- for the durpose of supervision, etc?
A, That is correct.

We The wresent wWitco plant obtains its residue or urocessed gas
where?

A, Phillips Petroleum Company.

e The new plant, the Conténental plant, if,when and as it is
moved to the new location, will obtain its resicue and processed
gas from what source?

A. [from Skelly O0il Company.

Je +hat is the capacity oif the wWitco Company plant?

Ae 30 million cubic feet wver day of gas -- of residue or pro-

cessed £ase.
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What will ve the capacity of the additional plént which you
are planning to move?

A, 18 million subiclfeet.

W« hnd where do you plan to get that? From what company?

A, From the Skelly 0il Company. |

4. How far from the new location of the Continental plant is
the Skelly plant?

A, Approximately five miles.

e will it require a new nipe line?

A, That is correct.

Q. The application -- the netition -- recuests authority to

use residue and processed gas obtained from the .Skelly Company
under contract instead of 15 million cubic feet é day, in
addition it asks as a standby source of supply the richt to use
gas well zas. -wWill vou explain to the Commission the term

"gas well gas'"?

A, 'Gas well gas is zas direct irom the sands and we propose to
use it on a standby .basis only. All operators of oil know that .
at the enc of the month there is a lapse of time when there ié not
sufficient gas to operate the plant in full and this is very un-
satisfactory from an operating standpoint cue to the fact that
there is liable to be an explosion within the plant. The gas
goes off ana then it instantly comes back on and is liable tolcause
an explosion within the buildings and cause damage and rrobably
injury to employees. Also, it makes an inferior grade of carbon
black and you have trouble with your customers. It doesn't
process properly in rubber nlants. That is the chief reaéon

for this standby -gas.

Q. Are there available any. gas wells either operating or shut
in at the present time in the neizghborhood of the Whitco plant
and the new Continental plant?

A. There is one-at the northeast corner of our present plant

site. I believe it is a Shell Cil Comvany plant,
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Yo what tyve of well is that?

&, ell, it is a cry zas well,

Qe Will you state a little bit more in detail the analysis --
the reasons why you desire this standby gas supply. ihat would
it mean in terms of quantity of gas which you might be called
unron to use in gas wells?

A, iell, that would depend on hows the producers produced the
oil at the end of the month. If Skelly could producec the oil
constantly and over a 30-day neriod at an even supply to us,
then we wouldn't require any stancby well gas, and if we could

zet a constant flow of residue zas then there would be no re-

€2

quirement for this standby gas well s=as.

4. I think that everyone here understands what is meant by
residue gas or flare zas. where it is not processed what be-
comes or that ty»e of gas?

A, 1t is flared into the air.

Qe Entirely wasted?

A, Yes.

Q. What is tne average cost per thousand cubic feet of that
type of gas which you use through your nlant?

A. It is a little in excess of 4 cents per thousand cubic feet.
G. How does that compare with the market for gas well gas --
dry gas wnich goes directly into the pipe lines?

A, I think it is comparable to the gas well gas now being con-
veyed into the pipe lines in that area.

Jeo Now, bkir. McKinney, will vou give the Commission very briefly
a picture as to the channel carbon black which you plan to make
in this new plant as you are now making in the existing plaﬁt.
wWhat is the picture as to the use of this channel black?

A, WVlell, it is used in the manufacture of tires and mechanical
rubber goods. Approximately 90 percent of the total procuction

of channel black is used in the »roduction of tires, I would say.

Q. what is the difference between channel black and carbon black?
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A. They are the same thing -- just a different ty»e of carbon

black.,

Q3. hat is the difference between furnace carbon black and

channel black.

A. TFurnace black is used chiefly for a {iller in the carcass

of the tire, whereas channel black is used in the tread. It gives

longer life to the tire.

Y. what is the market condition of channel carbon black at the

present time?

A, ell, on channel black there isn't sufficient amount on hand

for a working inventory. 1 think thére is around 18 million

pounds in the entire industry.

Q. Have you checked the inventory figure so you can give the

Commission some rouzh estimate?

A. At the end of November the industry had exactly l9‘huﬁdré5)
oo

million, A4 thousand pounds, including color black and all types of

channel black, rubber and color blacks. That is the total in-

ventory on hand as of lovember 30, 1948.

‘z. How long would that last the industry?

A, Wvell, for the month of Hovember the sales were 54 million,

659 thousand nouncés, so that is roughly a ten days' supply for the

industry.

“e HNow, tnis movinz of your plant from sunray, Texas to New Mexico =--

that woulc not increase the outvout of channel black at the present

time?

A, No, sir, it would not.

Je 4And the reason for moving the plant is primarily to disperse

the oroduction -- to decentralize the production?

A. TYes.

3. How long is it zoing to take To move this nlant and get in

operation?

A, Asproximately five months if and when the permission is zranted.

. 1Is it a fact that the Skelly veople are constructing an

additional orocessinz nlant?
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A, Yes, that is correct.
e 4And is it tne that the new Skelly plant »nlans to be in
operation about the same time?

A. Yes, sir.

JUDGE WRIGHT: I think that is zenerally the situation.

Mite riCCORLICK: T would like to incuire about the »nrice. what
would they péy Skelly for it?

A, They will pay five cents on 14.05 vressure.

. And now much for the gas well gas. Do you have any con-
éract?

A. No, sir.

3. How about flare gas. I notice that in the pretition. Is that
used in distinction to residue gas?

A

A, It will be one and the same thing -- flare zas and residue
gas will be one ana the same tihing.

d. You intendrto take 18 million feet per day from Skelly?

A, Yes, that is all we will need, That is the capacity of the
nrorosed vplant.

de Is there just one gas well available there for standby?

A, Viell, there is some that could be used -- about three miles
away so theat could be used in an emergency for this standby gas.
Jo How much do you anticipate vou might have to take from the
gas well?

Ae I Jjust can't say. It all devends on how the producers
operate their 611 wells throush the month., At the end of the
month when they begin to catch up the gas tarers up and lowers,
but to what extent 1 can't say.

%e what 1s the size oI ﬁhis cas well that is near the plant?
A, I believe it is around 16 miliion feet -- notential. Of
course, that wasn't the only one in mind because that is vurely
standby service. |

%, Have you made any contracts Tor standby purrnoses?

Ao Ko sir. It is a matter oi orotection ii we had to have it

in an cmergency.
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ule Salh: What will be the canacity oi the New. Skelly plant?
A, foout 20 millions. Z
d. what field are you taking irom?
A, The Lea County iield.
4. Yhat »ools?
A, rfrom Skellyv,
“le what are the names oi tne ~ools {rom which the new Skelly plant

will zet its gas?

&

e Jo ite GHush of Skelly 0il Commany was sworn.

iy

kr, Seth again sut his' question and kir. Green testified as
Tollows:

A. The north Zunice nool ~- north of tunice.

e what we want to know is what vnools vour new plant will take
its gas Irom.

4., From the entire pool bccause of our gatinering lines from
south of kunice., That's the whole LEunice pool.

Ze You have mace contfacts for zas for the new plant?

4., The new plant is tied on to our comrlete system of gather- .
ing lines, |

Lo}

4e +hat pools do you gather from now?
A, T believe it is what we call the bunice »nool. It is all
around sunice. There is the renrose-Sxelly w»ool, the Paddock,

the Harding, the brinkard and the Brunsen.

(Mr.McKinney. Do vou know that in these other -ools other gas plant

here re-

sumes the
stand)

arranczements have been made with “roducers so as to even off the
flow of zas to the gasoline nplants. Do vou not kiow that?

A, TNo, I didn't know that.

. If that wefe done with these nools it would do away with
any necessity for a standby provision, would it not?

A. Yes, if we could get our full 18 millions a day.

Q. The gas available at the new Skelly pool will exceed what
you want?

A. Yes.-

de If what has been done with other pools and arrangements have
been made to even off their mrocuction, you wouldn't need a

standby, would you?



A. No, but that is a difficult »roblem,

e #hat becomes of that gas wihich vou dosn't take?

L If is now shut in. |

<e And there is no outlet for it:

A, That is correct.

e« And the other gas plants all are operating without standbys?
A, All of them are on residue gas. I think that is correct.
e No other gas plant has had any use of gas well gas in its
operation, isn't that true?

A. Well, now that I couldn't say. I don't know about the
Charles =Znau Johnson plant. |

e As far as vou know no other carbon black company has any
standby proposition such as you suggest?

A, You mean in New Mexico?

Q. Yes, in New Mexico,.

A, DNo, sir, 1 do not.

JUDGE wrIGHT: I want to ask lir. Green a cuestion. ‘hat has
been yvour experience in connection with the bkelly operations
as to the fluctuation of the gas sunnly say, for instance, at
the end of the month or the first day or two at the beginning
of the month.

A, Starting in about the 26th of the month our gas volume be-

ml

gins to drop off. For the nast three months we have dropped off
¢

as much as 18 million feet -- cduring the last four or five days
o7 the ..onth and two or three days of the first of the month.
Ge. Has there been any improvement noted?

A. There has been a little improvement in December over last
December. e were not as short as we were this December over
last December and we were not as short in this December as we
were in November of this year. 1 do know that we have been
working on that »roblem and trying to work it out but I doubt
if it will ever bee 100 percent.

iait. MCCOﬂmldﬁz What is the caacity of your present nlant?

A, ©3 Million.



.

il &nd you fell down as much as 18 million, so that would bring
it down to 45 million?

A. No, the reason why we are nutting in a new vlant is %o take
care o1 the gas that is nowpopping in the field. +Wwhen we drop
down to 18 million we don't have any gas popning in the field
.at all. e are utilizing‘all the gés that is available and when
we start the new plant we will have our 18 million until the

zas drons off at the end oi the month.

JUDG: JRIGHT: Then the solution is for the operators to work
out a.uniform production over the month -- over each day of the
month.

#ir. Mckinney is again questioned.

JUbGs WitIGHT: Mr. HcKinney, you have been in this carbon black
business for some time?

A, Yes.

We what experience did vou have with this problem in the
operation of the plant in ‘iest Texas?

A, Just as lr. Green says. At the end of the month the

volume falls and we Go not have enough to operate sufficiently,
Yo Is that due primarily to thc ract that the oil operators have
gotten all the production they are entitled to under the pro-ration
set up?

4. That is correct.

Zs And they shut down to catch up?

A, Yes, that is correct.

fute GHAHaii: I want to ask a suestion relative to the record. I
don't have the Panhandle Carbon file here. I woncer if the changes
in ﬁhe name oi the --

A. It is merely a change of the name. That is all and it has
been approved by the Corporation Commission, and the Continental
is qualified to do business in New Hexico.

[iRe SzTH: On behalf of the kxecutive Committee of Lea County-
Operatorsli would like tovmake a statement. They rejuest me to
state that they are opnosed to the use of gas well gas in the

manufacture of carbon black. &s we understand it, every other plant
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is operated on residue or similar zas and we do not believe
that precedent should be established of using gas well gas

for the manufacture of carbon black. i/e have gotten along so
far without any such use and we believe it should not be
established at this time.

JUDGE wRIGHT: 1In view of the position stated by Mr. Seth of
the Executive Committee of Lea County Operators, we would

ilike to ask the Commission that as to the use of gas well gas --
ary ras -- fhat the Commission in any order which they may grant
us give us the right, in case oi emergency, to arnly to the
Commission for temporary permit to use the gas well dry gas as
a standby to meet an emergency with the understanding that if
it is more than a temporary permit or right to use it that we
will then apply throuzh a formal hearing. In other words, we
want to orotect ourselves within reason if we can and we do

not wish to come in conflict with the Lea County operators be-
cause we feel that they are going to try to work out this
problem as a conservation measure and we feel that our applica-
tion is within the »urview of conservation and we simply want
to protect a large investment against emergency contingency.

Jde don't contemplate or plan to go generally into the field to
buy and iT we use any or that we will pay the current price for
that type of gas.

Mit. SPURRIGR: Mr. iicKinney, do I understand that by building
the contemplated planﬁ at Eunice that you will actually gather
about 18 million cubic feet of gas per day from the Skelly
Gasoline plant not yet built, which would otherwise be flared?
A, That is correct.

. SrURRISR: How many cubic feet a day do you anticipate --
not necessarily a correct figure now, but how nmuch do you
anticipate you mizht have to use from this gas well?

4. That is hard to say. It all depends on the flow from the
0il wells to the Skelly which processes and extracts the gaso-

line. I won't say that it would ve an exhorbitant amount at
L1
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the end or the .ionth. I would say it shouldn't exceed over --
and this is a zuess -- 3 millions a day at thé latter part
oi' the .ionth. That is hardly a fair question and I am just
guessing.
%+ I realize that but I am tryinz tc get something into this
case a little more definite than we have had, ny roint being
this: I don't know whether it is ossible that we should use
as nuch as B'million feet a day from a zas well to save 19
million feet a day which night otherwise be flared, And that
brings u> a cuestion. I crobably nut that wronz. But the
question is, could you operate this »lant to use 18 million
cubic feet a day if vou don't have the standby?
Ao, Do yvou mean could we opérate this plant at the end of the
month :uinus the three million that I cuessed we mizght use?

“e. Yes,

o)

. In that case we would have to, wouldn't we?

M. wlOiasLL: I mizht enter a statenment for the Commission.

(02

o far as =roduction oi jas on federal acreace is concerned

at the oresent time I would s=v that we woulcd not approve the

use of gas well gas for purning in carbon black plants. That

is the position that substantiates that vresented by the

hxecutive Committee o:i the Lea County Uperators. Use of gas

ior carbon black =lants in Lea Count: to date has been essentially
from residue gas irom the conservation standooint to prevent
waste and I Tollow the thousht exnressed by iir. Spurrier that

the plant -- any new carbon black plant -- shoulcd be constructed
on the basis of the sunnly or available surplus residue gas

ratner than settins a Tixed plant capacity and meeting

energency gas as you are recuesting. Iost carbon black plants are
so constructed that the separate buildings can be turned on

or oif denending on your sunply.

rit. McKINNEY: That also decreases the efficiency.

tiite MUARBLL: The cquestion there is & matter of preventing

|‘}_)

the operation of the carbon

black plant.
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JUuGL WRIGHT: hat would be your attitude ii the Commission

in their order srantzsd us the rermit on the residue or flare

gas Irom the bkelly plant anc held this matter in abeyonce?

If it is mcre than an emercency there will be a formal apnli-
cation. ./e do not wish by this order to éstablish any precedent
ct this time vecause we feel trnet there will be additional
aveilable supnlies of oil wells and flare —zas down there as
the‘field continues to develop.

bile 1ORRELL:  That is the thousht that I had in my mind --
instead of 18 millions it mi~ht be started at 15 million caracity
and coulc be expanded as the additional oil wells are com-
wleted,

JULGL .2IGliT: e do wot ask for any svnecific reriod of time

on tnis. The »rior annlications and the existing nermit to our
existing nlant is based to July, 1946, and we ask that we be
ziven a ten year meriod anc we woula avpreciate it if'the
Uomniission could act on it as soon 25 nessible so that we can
et started on the skelly zcovle.

vitte :UBLL:  In case of real emergency there ijould be no
objection.

JULGE «RIGET: I we could be granted alons those lines we would
appreciate it very nuch.

rRe orUitIziis I would like to ask one ifurther cuestion. .e
have no witness from the com:any which woulad ve concerned and that
is just somethinz that someone nay care to volunteer as &

matter of information for the Commission. 3Since iir. Horrell

has orouzht u> the cuestion of superior use of gas well gas,
what is the »rice that El Paso Natural Gas Company, which is

the only market in the vicinity excenting the carbon black
wlants -- what is the srice that they want for dry gas well gzas?
a. You will have to go a little farther. I believe thillips
has a revresentative here and they will probably tell vou.

itte orUiaiIlsr:  Mr. Green, would you care to hazard an estimate?
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plie Gitnziis I don't know what it is.

JUUGH WalGHY: Thé old contracts ran as low as 2% cents, but

now it is some seven cents.

vite wIKNIG IS SWCORL IN,

pite #INNIG: I know the prices run around 3 up to 7 on twd

nounds nressure, the price depending uron the price at which

they deliver at, but you have your depreciation, costs and

everything which you have to pay. That is on a 2 =~ound base.
JULGE W: I there is no market there is no price except when we asree that

wve will oifer a comparable -“rice and we agree that will be the

price »aid by the gas companies,

lls SBURRIEK: I mizht further comment that no one is to gét

the mistaken idea that I do not favor the use of residue or

flare gas where it is available cven more so than it is in Lea

County today.

lite SHEPARD: T would like to ask, has any effort been made to

sell the gas from the well?

Iute LOVERING is sworn.

mite LUVuRRING: There are several things that I have investigated

in regard to the question of any attempts to dispose of that

gas -- first of all we have neither a gas well or an oil well so

defined. ile may have a gas distilate well. With present rules

and regulations adopted by the Commission there'is a good chance of

it becoming as an oil well, in which case the case

- would be regulated by the gas oil ratiqﬁg Ve have made some

investication as to other sources at disvosal ancd I think that
yvou will find that the five cents being caid for residue gas will
not touch what we will be able to gzet as a sweet dry gas. As

I say, there have been some investigations made as to the sale

of this gas -- there have been no commitments. “e are waiting
to learn more about the field, the type of reservoir and that
will not be known until more wells are drilled. In addition to

this question there are other plans of operation there, It may
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be that this well may become a =—art of a federal unit. There
are unitizing plans being made for the development of this
property starting out as a gas or gas distilate field prosgram.
Nothing has been said here as to the ability of the well to

vroduce. Surely if you look at the gas production

crocessed by the zasoline nlants in this vicinity I think you
will find that for the last three days of the month and the
first two days that the minimum amount being processed by
those plants normally runs around 40 percent of the total take.
Therefore, in this particular case we had only one well there
and it was to be used as a2 make up gas. It could be expected
that we have to furnish up to 60 percent of that 18 million.

I don't believe that we would want to produce the well that
fast ;- that hard.

JUDGE WHIGHT: Well, those are all operating problems,

A, Correct. I don't think they have been investigated.

JUDGz WRIGHT: They.should ve investigated if and when a permit
is granted down there or an order entered covering this emer-
gency.

A, I think investigation snould be made first. @0 think I
stated that carbon black had never contacted us. Ve did in-
vestigate the possibility some time back and at that time I
qon't believe we got very nuch in the way of response either
as ﬁo a satisfactory contract or satisfactory price and I
think that the matter was more or less dismissed at the time and
we have looked elsewhere for markets for the gas. Another
thing to remember -- we have an investment of a couple of hundred
thousand dollars that we probably couldn't afford to let sit
there just for emergency supply. In ordér to have a contract
we wéuld have to have a contract that would insure a sufficient
flow of gas to make it profitable which I believe we could get
or will be able to gzet from other sources.

JULGE WRIGHT: I would like to ask Mr, Minnig a couple of
questions.

1e Your Name?
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A, HMax a, Hinnig.

e TYou are connected with the Continental Company?
A. Manager of the gas company, in charge of contracts,

measurement and distribution.

Ue Will you make such statement as you think should be made

in connection with thisstandby supply as to whether or not
there is just the one well or whether there are others.

A. well, the idea and the reason we had not gone any further
with negotiations is the fact that we wanted to get permission
before we tied up any contracts which were subject to approval.
Second, we have wells around the area that could be tied in
either through processing or directly into our lines to bring
the gas into the plant and we have been faced with -- not so
much in this area -- with shortage at the end of the month

and we hone as far as we are concerned that we won't have to
use it. But we do feel that ii we have a shortage‘we would
like to be able to operate the nlant at an efficient rate and
keep our buildings 1lit so that we don't have this up and down
situation as kr. McKinney explained. iIt is dangerous both to
investment and to life. e have had cases where we have had
blown up buildings because of that very thing that has happened.
we are only asking for it in the case of emergency. Now if the
producers, which are all represented in Lea County, are willing
to go along and see that we get a steady flow the 30 days of
the month, we are willing to wait to sée how we operate for the
first few months before we make an attemot to get any gas well
zas.,® If it is necessary we are not going to _________to

cet it. That is the whole object of =utting in the reguest.

Q. Now as to nrice.

A, as to price -- I think that it has been showm by the ract
thiat we have our contracts there that we are on an ecual basis
with any other competitive comvany in the Tield, I believe
there is additional zas that is available from other areas around
Funice and are still beint flared. The Shell well came into

tiis sarticularly because it happened to be about 250 feet from
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our plent and I believe lir, Joe Brown of Skelly has a letter
concerning that on his desk. Actually, we don't care to make

a contract until we see if we are zoingz to need it. Shell

may not be willing to do it. There are other sources that we may
g0 to.

e If you have to use any gas well gas how about vprice?

a. It would have to be a competitive vrice.

wite GRaHav:  Are there other nossible sources of this dry gas?

A, There are some other sources in the field that are primarily
cas well gas. I wouldn't saryl FPerha»s accordins to New Mexico
laws they might not be classified as gas well zas.

wity MeCOui:ICk: What about the »rices paid by rhillips?

A, I am not sure. I think it is zbout 4 cents and will increase
in 1949 -- at the end of 1949. e get our sas from Phillips
sour. .e tréat it, say the treating costs on it and it is running

around 4 cents and our trestin- costs run about@ghquartgﬁ\of a

—

Nl N ; T A~
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cent. "~

ke lcCOlIvK:  How about the gas from Skelly. Is that treated
by the time you get it?

-~ medanity 9a from a2 sweet nay and will be vrimarily

which is

that pipe line gas of a grain and one-half or more is . O zrain and a

N ) AT £ A2 g M

e How much is rhillips »roducing?

A. I velieve they are delivering 80 million feet to El Paso.
Lo Is any of the rhillips gas being flared?

A, There is a small amount during »eak loads.

4o ho is »urchasinc~ the gas from the present Skelly plant?
A. Columbian plant. They have the contract. I might state
one thinz that came up a year ago if you will recall the cold
spell that hit here. ¥l Paso had trouble getting gas so we

shut part of our plant down in order that they could have the

zas available for heating fuel.
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bt HieCUinIK:

what is the explanation for these different basis of measure-
ments. Just to coniuse the ublic?

B. +iell, I think »rccedent has had a lbt to do with it. Pipe-

line companiles have always used nore or less a standard

pounds. That is, 2 pounds above atmosvheric pressure.
mie. SrURRIZK:  that is atmospheric nressure.
A, 1L.65 That is 11 percent difference.

“e In other words vou take a price on 14.05 and add 11 percent

to it. How difficult would it vc to establish a uniform basis

o

of measurement which woulc apply to all gas?

ne

A. I am not gualified to answer but I think it would be very
difficult because of contracts tihat are made. However, I
think all the revorts are lh.65.

lae orUdilad:  Jell, the 0il Commission has their reports on

‘onw base anc some oi the land ofiice revorts are on another base.

A, Jell, that azain makes it diificult.

M

mRe orUR.Tid:  And it affects th

@}

ct

rovalty of tne vayments

apout or nercent,

A. I know certain comnanies that have theirs at ten ounces and
others I have heard have some as high as si:t or scven nounds.
wirte mUUUiaalon: Do you think it would be a difficult matter to
formulate ard enforce a uniform method basis of measurement.

at

A. I don't think it would be hard to enforce. These other
companies have their own basis and I woulcn't want to »ut myself
in a spot. They have their rcasons Ior usiﬁg other »ressure
basis.

M. McClwaIln: vhat is a legitimate reason?

Ae well, when you come down to it it was the reason for using

L ounces. It has been taken as an arbitrary figure and it has
been standardized by certain commissions. That is the only reason
for it but any time you are talkinz about nrice on gas you have

some
to zo back to 14 or/standard anc that is a biz take.
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e orUi:lER:  Jhen did they standardige?
A, I wasn't in the business af that time.
rite MeCUMIUR: Tt doesn't involve a matter of zuages or meters
at all does 1t? |
A. lo. You can set your meters and zo from that setting to
the others.
tn. McCUWNICKk: It wouldn't be necessary to buy new cauirment?
A. HNo, sir. You would héve to set your meters a little
different, but it doesh't recuire new ones,
e mURBELL: It seems ﬁhat from the testimony most of the
arrangements for so-called zas well gas for emergency use for
your nalnt are in a formulative stage.
A, Yes, sir.
Q. In that stage I have woncdered hether you have considered
making contracts or arrangements with a »urchaser of gaé who
has their lines already in and amount that could be delivered
to you for emergency use rather then vour going out to individ-
ual wells and retaining them as stzndbys. You have 2 such bppor@
tunities in Neir Mexico -- The El Paso Natural and the Lea Counﬁy
Jater Company and in that way it would not establish a<precedent
with respect to taking gas well gas to carbon black companies.
A. we have considered that. The wells closest to us would be

easiest.

Ze Is there any objection to your zcingz to LBl Faso?

A, iell, Lea County would be gas well zas and El Péso would be
residue gas. Would the lederal have any objection to using it?
we want to zet the opninion and if a Termit could be granted Wiﬁh
that in there it would save coming back and the expense of a
hearing.,

bile MORRRLL: Ifrthe Lea County Ovrerators and the federal unit
have no objection, you would save the operating expense of main-
taining ycur own connection. #ith resnect to Lea County Water
Company, that takes gas only from non-federzal leases so we would

have nothing to say. 4s to any taken from ¥l Paso, i would say we
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likewise had no objection.

but. 3rUAdlur: I have a question. Judze Seth, in s»eaking
for Lea County Operators coes the Commission understand that
Lea County operators object to the manufacture of carbon black
from gas well gas?

bute ouivis That is it exactly.

Mite SrUaplni: I wonder if you would care to elaborate why?
kit SuTh: It is my understanding that we feel'ﬁhat it is an
inferior use. Ve feel that gas well gas, if no more markets are
immediately available, -- there will be ultimately -- should
not be used for the manufacture oi carbon black when there is
nlenty oi residue gas available for that purpose,

Mite SUFRRIER: T am going to make a comment and ask no
question in particular, but from what is in the record now we
understand that there is gas well gas being transported from
the state by El Paso Natural Gas Company and there is dry gas
well gas in Lea County Water Company'!s lines which I believe
supnlies the City of Hobbs some 12 million feet a day.

JULGE JRIGHT: Gas well gzas.

bkite SPURRILi: That is what I understaend. I also understand
there is a comparable price naid by the carbon black companies
ané¢ Bl Paso Natural Gas for gas well gas. 1 believe that Lea
County ‘Jater Company -- I don't know what »rice they pay -- in
fact they make their own Wellé. L want to be contradicted if
I am not right.

~ite MeCURMICK: I don't think gas well gas is being used in
carbon black. |

tite oPUsilm: I should qualify that and say that they pay a
comparable price for resicdue gas and to get dry gas there is a

competitive market in Lea County.

JUUGE wiIGHT: Wwhen a pipe line is available.
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vite SPURRIER: e will now take up Cases No. 170 and 171. Since
there are no witnesses I will explain.

as you all are probably familiar, any deletion of -any pool
as recommended by the nomenclature committee must be brought out
in open hearing. Additions likewise suzgested may be done in
executive session anc usually are. Therefore, we have advertized
ith the legal veriod of advertisement and if there are no ob-
jections to be registered by any one here, then we consider the
case closed anc we always delete that portion of the pool as °
recommended., Are there any objections to the deletion as set
forth in these two cases?
mite OHEPARD: Are there any comments? Ir. Morrell do‘you have
any?
Mr ORRELL: No,.
Mﬁ; SHLPail: If there are no further comaents we will take up the ;

next case, Mo, 172, In tne liatter of the spulication of Floyd .

<

dest.,

(si. WEST IS SOk IE) He is accompanied by his attorney,
Mr. M. ¥, Hoy.
wiite HOY:  State your name
A, @r. Floyd iest.
‘Jo 12y it nlease the Commission, we are askin< for a location
150 north of what woulc bo the normal locztion. The reason for
the resuest is the matter of the La Platte River and the terrain
o' the lanc which Lir. Jest will.take p in his testimony. Mr.,
Jest, explain to the Commission the coursc of the La Platta
River at that particular nlace, how far it is from the nresent
location which you have; also the matter of your geological forma-
tion there.
A, Well, —ut our location where it was surveyed and it would be
in the river and we have a fault condition on the north side, so
that!'s the reason why we »ut this location where we did.
Iukt, HcCORMIGK; Do vou own the adjoining leases?
A, Yes, we have the leases.
fite SFUCZRIBR: Federal or State?

A, Federzl on the east, Section 5 is 3tate.
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MR. McOUWMICK: A1l the lands surrounding it are federal?
A. No, Jjust on the east.
lit, i1cCUMMICK: How much of a lease do vou have in Section 5%
A, I believé there are about 320 acres.
MR, HcCURICK: Do you remember the subdivisions that cover it?
A., No.
MR, HOY: In their leases tney all have all of Section 5. There
are these 320 acres he srneaks of -- he and his associates have
the lease on the federal land to the east which joins this land.
pRe MeC08mICK: How close are you to »roduction?
A, T would say about eizht or ten miles. There are some pro-
ducing wells east of us there. |
wiite SHurallD:  What pool is that?
A, It is the Fulcher basin, some fellows by the name of Stern
anda Brown.
imile SHEPARD: Mr. Horrell do you have anything to say?
MR. MORZsLL: If the location is exactly reported - 1220 feet

R
7

-- it is sufficiently far from federal land and we would have
no objection.
mide SharasD: I there is nothing further we will call the case

closed., The witness is excused ancd the hearings are over.

.
FeXreiN

STATE OF NEJ HBXICU)
o Ss
COUNLY OF 3ANTA FE )

I, Virginia Lichtmann, hereby certify that the foregoing
transcrinst of nroceedings before the Uil Conservation of the
state of New lMexico, at the time and pnlace therein set out, is
a true record of such proceedings to the best of my knowledge,

skill and ability.

DATED at Santa Fe this /?d day of January, 1949.

K.‘c/fé"a_u(_
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