BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

PROCEEDINGS

The following matter came on for consideration before
a hearing of the 0il Conservation Commission of the State
of New Mexico, pursuant to legal notice, at Santa Fe,
New Mexico, on September 21, 1950, at 10:00 A, M.

NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

The State of New Mexico by its Oil Conservation Commission
hereby gives noticepursuant to law and the rules and regulations
of said Commission promulgated thereunder, of the following
public hearing to be held September 21, 1950, beginning at
10:00 o'clock A.M. on that day in the City of Santa Fe,
New Mexico, in the Capitol (Hall of Representatives).

SIATE OF NEW MEXICO IO:

E. B. Clark and C. B. Christie, d.b.a. Clark & Christie;
El Paso Natural Gas Company;

Nolan & Byron;

Lea County Water Company and

To all other persons who may have an interest in the
matters herein set forth:

Case 235

In the matter of the application of E, B. Clark and C, B.
Christie, doing business as Clark and Christie, for

1, The designation of a gas pool located in the area
of Section 3, Township 20 south, Range 37 east, N.M.P.,M,,
and in Section 34, Township 19 south, Range 37 east, N,M.,P.M.,
for the Queen formation at depths about 3500-3600 feet, located
in Lea County, New Mexico, and

2. The allocation of the ratable take of all natural
gas produced in said designated area.

Given under the seal of the Oil Conservation Commission of
New Mexico, at Santa Fe, New Mexico, on September 8, 1950,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/s/ R. R. Spurrier
/+/ R. R. SPURRIER. SECRETARY



BEFORE :

Hon. Guy Shepard, Chairman
Hon. R. R. Spurrier, Secretary

REGISTER:

D. R, Teed
Hobbs, New Mexico
For Lea County Water Company

W, K, Byrom
Hobbs, New Mexico
For Nolan & Byrom

E. B. Christie
Wichita Falls, Texas
For himself

E. B. Clark
Wichita Falls, Texas
For Clark & Christie

Dean S. Zinn
Santa Fe, New Mexico
For Clark & Christie

John R, Murray
Hobbs, New Mexico
For Lea County Water Company

J. E. H. Utterback
Monument, New Mexico
For himself

B. R. Carneyb
Tulsa, Oklahoma
For Warren Petroleum Company

G. T. Hanners
Lovington, New Mexico
For Warren Petroleum Corporation

C. M. Neal
Hobbs, New Mexico
For Lea County Water Company

A. L. Zinn
Santa Fe, New Mexico
For Clark & Christie

Wm, E. Bates
Midland, Texas
For The Texas Company

D. D. .€onites
Houston, Texas
For Shell Oil Company



Ed McKellar, Jr.
Dallas, Texas
For Magnolia Petroleum Company

M. T. Smith
Midland, Texas
For Shell Oil Company

L. O. Storm
Hobbs, New Mexico
For Shell Oil Company

H, E. Massey
Hobbs, New Mexico
For Cities Service 0il Company

Thomas Steele
Hobbs, New Mexico
For Ohio Oil Company

Ben R, Howell
For E1 Paso Natural Gas Company

C. G. Rerkins
El Paso, Texas
For El1 Paso Natural Gas Company

D. H. Tucker
Houston, Texas
For El1 Paso Natural Gas Company

H, F. Steen
El Paso, Texas
For El1 Paso Natural Gas Company

. Foster Morrell
Roswell, New Mexico
For U. S. Geological Survey

R. E. Canfield
Roswell, New Mexico
For U, S. Geological Survey

Elvis A, Utz
Santa Fe, New Mexico
For the New Mexico 0Oil Conservation Commission

F. C., Barnes
Santa Fe, New Mexico
For the New Mexico 0il Conservation Commission

P. S. Johnston
Hobbs, New Mexico
For Texas Pacific Coal & Oil Company

Paul N, Colliston
Houston, Texas
For Continental Oil Company



Roy O. Yarbrough

Hobbs, New Mexico

For the New Mexico Oil Conservation Commission
R. L. "Bob" Denton

Midland, Texas

For Magnolia Petroleum Company

H. L. Hensley

Midland, Texas

Humble Oil & Refining Company

Glenn Staley

Hobbs, New Mexico

For New Mexico 0il and Gas Eng, Commission
R. T. Wright

Jal, New Mexico

For El Paso Natural Gas Company

W. L. Taylor

Jal, New Mexico
For El1 Paso Natural Gas Company

CHAIRMAN SHEPARD: The meeting will please come to order,
The first on the order of business is the proration hearing.
MR. McCORMICK: Mr., Utz, will you come forward and be sworn
please?
ELVIS A, UTZ, having been first duly sworn, testified
as follows:
EXAMINATION BY MR, McCORMICK:
Q State your name, please.
A Elvis Utz.
Q What is your position with the Oil Conservation Commission?
A Engineer,
Q Have you made a study of market demand for oil and gas
in the State of New Mexico in the month of October 1950?
A Yes, I have,
Q You have an estimate of the market demand as furnished by the
Bureau of Mines?
A Yes, I do.
O What is it?



A 154,000 barrels per day.

Q How does that compare with the estimate for the preceding
month?

A It is exactly the same,

Q Have you received--compiled the mominations of purchasers?
For the month of October 19507

A Yes, I have.

Q What are the total nomination of purchasers?

A The total nominations of purchasers for this month, October,
is 10,686 barrels per day. This is a decrease of 17,418
barrels per day or 13%% below last month's nominations of
128,104 barrels--that is last month's nominations,

Q Based on your study of the market demand, do you have an
opiniéa as to what the reasonable market demand for oil will
be for the entire state for October 19507

Yes, I do,

What is that?

144,950 barrels per day.

Will you repeat that?

144,950 barrels per day.
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Of this total amount how many will be produced by the
unallocated pools of Northwestern New Mexico?

A 850 barrels per day.

Q And that leaves 144,100 barrels to be produced by the
allocated pools of Southeastern New Mexico?

A That is correct, yes, sir,

Q In your opinion can that quantity of oil be met by the
allocated pools of Southeastern New Mexico?

A In my opinion it can for the reason that we have no

information that would indicate that any pools are bdng



damaged at the present time.

Q 1Is the potential producing capacity of all wells in the
allocated pools in Southeastem New Mexico in excess of the
market demand figure?

A Yes, sir,

Q 1Is the potential producing capacity of all wells in South-
eastern New Mexico in excess of 144,100 barrels per day?

£ Yes, sir, I believe it is,

Q In order to prevent waste it is necessary in your opinion
that the production from the pools in Southeastern New Mexico
be limited and allocated?

A Yes, sir, I believe so.

Q Is it your recommendation that the 144,100 barrels be

allocated to Southeastern New Mexico?

p =

That is correct, That would be 48 barrels,
That is two barrels per well pexr day less than September?
That is right.

£ >» L

In your opinion how should that be distributed?
It should be allocated according to the present rules and
regulations of the Oil Conservation Commission,
Q Will this proration of production as you have recommended
prevent waste and protect correlative rights, in your opinion?
A Yes, sir,
MR. McCORMICK: Are there any questions by any person present?
Does anyone else have any statement to make regarding proration
for the month of October? Any comments about market demand
or waste or anything of that nature? That is all,

(Witness excused.)
CHAIRMAN SHEPARD: We will take the next case.
(M. Graham read notice of publication of Case No. 235.)



MR. OOLLISTON: Paul N, Colliston, Continental QOil Company,
Continental Oil Company agrees with the applicant that the
reservoir should be defined., 1In view of the fact that we
did not receive actual notice of this hearing until Monday
of this week, and that subsurface studies are absolutely
necessary if the reservoir is to be properly defined and
developed, we believe that this should be continued until
the October hearing.
MR. ZINN: A. L. Zinn, representing Clark & Christie. We do
believe that a continuance is not necessary at this time
on our theory of the law, and that is that our well comes
from a common source of supply within the same area, and
can be designated as a gas pool and that question can be settled
today without jeopardizing the rights of the Continental 0Oil
Company or the rights of anyone else in that particular area.
This is costing our clients at the present anywhere from
$50,000,00 to $80,000,00 a day. We seek to invoke the ratable
take rule of the 0il Conservation Law, Section 14, I would
like to read that. I would like to have Mr. McCormick go
along that particular phase of the law and have it established
today. If it cannot be established, which I believe it can,
we would like to have an order issued to shut down all wells
in that area because of waste.

(Read Section 14, sub-section D.)

That is the provision of the law that we are seeking
to invoke at the present time, At the present time in that
particular area there are four gas wells: one of which is
owned by El Paso Natural Gas Company, two of which are owned
by Byrom and Nolan, and one gas well belonging to Clark &
Christie, our clients., There are only two common purchasers

in that particular locality; that is, Lea County Water Company



and Warren Petroleum Company. Lea County Water Company agreed
to take from our client upon order of the Commission or
whatever is necessary. They would take a million and a half
cubic feet of gas a day. The El Paso Natural Gas Company
takes about a half million, which makes a total of two
million cubic feet a day. Warren Petroleum Company takes
three million cubic feet a day from Byrom & Nolan under
contract, which they will continue to do unless this law is
invoked whereby they take a pro rata amount from every
producer. In that there is only a market for about five
million cubic feet of gas a day in that particular area

if the Commission would invoke the law, Section 14, sub-
section D, our client would have a market for 1,666,000
cubic feet of gas a day. The market price if four or five
cents a thousand. Unless the Commission invokes this law,
our clients are being deprived of their share of the ratable
take from common purchasers from a common source of supply.
It is not necessary to designate the limits of this pool

at this time, although ultimately that may be attempted.
Continental Oil Company is not a producer in this area at
this time., Clark & Christie and Nolan & Byrom are producers
at this time, and Warren Petroleum and Lea County Water
Company are common purchasers. We know of no one else who
has a right to come in at this time any more than a stranger
on the street. We are ready to proceed on the application
as read., We resist the motion for continuance.

CHAIBMAN SHEPARD: Does the El1 Paso Natural Gas Company

have anything to say on the motion for continuance.

MR. HOWELL: Ben Howell. We have nothing to say.

MR. A, L. ZINM: If the Commission please, if it is deemed

necessarv to designate the pool, it is my interpretation that



it may not be necessary to establish the pool but take

the four wells now that are producing and establish the
pool later in the future if you care to increase the
perimeter of that., You can do that in the future,

This can be done without damage being done to our client

by continuance at this time,

CHAIRMAN SHEPARD: Nolan & Byrom anything to say.on the
motion,

MR, W, K. BYROM: No.

CHAIRMAN SHEPARD: Lea County Water Company?

MR. NEAL: C. M, Neal., Our :position, if the Commission
please, is simply that we are common purchasers in that
area. We have to purchase a certain amount regularly from
wells there, The situation, as I understand it, that Clark
& Christie are being deprived of the right to sell to a
common purchaser by reason of a contract obligation of a
common purchaser, We have no interest individually in the
matter except to advise the Commission of the amount of gas
we are willing to purchase in the area. We think that
Clark & Christie are certainly entitled to protection,
CHAIRMAN SHEPARD: Warren Petroleum Corporation?

MR. HANNERS: Tom Hanners. Our position is largely this.
We had a contract with Nolan and Lane prior to the completion
of the Clark & Christie well, We are in a little different
position from the Lea County Water Company. Primarilyy

our use of the gas is for our own use at the plant, If the
oroper procedure is first to define the limits of the gas
field and next the ratable take, I believe the motion is

well taken. We do not resist the motion. If this is true,

the Commission .might want more time for considering the limits,



We have no recommendation either way, except that we do not

oppose the motion,

CHAIRMAN SHEPARD: We will take a five minute recess.
(Recess)

CHAIRMZN SHEPARD: At this time we will deny the motion of

Continental Oil Company for continuance, However at the

end of the case if we do not have sufficient information to

decide, we will hold the case open. You should all move

your chairs a little closer so that you can hear a little

better.

MR. A, L. ZINN: May it please the Commission. I believe that

we can .probably stipulate to all the facts. Mr. Hanners

represents Warren .Petroleum Corporation. Mr. Neal represents

Lea County Water Company. Mr. Byrom is here, and on what we

cannot stipulate we believe the Commission's own records will

bear us out, We can stipulafe as to the facts that we agree

upon insofar as the parties who have an‘ultimate interest in

the order of the Commission are concerned.

MR. McCORMICK: Suppose you write them out.

CHAIRMAN SHEPARD: We will téke a recess in order to prepare

the stipulation,

MR. HANNERS: Can we stipulate on most matters before the

Commission in a short time?

MR, ZINN: On some minor matters we might not. The Commission's

records will take care of those .matters.

CHAIRMAN SHEPARD: You are going to write them out., We will

take a short recess to give you time to prepare the stipulations.
(Recess)

CH-IRMAN SHEPARD: We will reconvene at 1:30,

(Noon recess)



CHAIRMAN SHEPARD: The meeting will come to order,

MR. ZINN: The applicant is ready to proceed. May it please
the Commission, we have stipulated on all the facts with a
few exceptions on which we could not come to any agreement,
We believe the burden of proof is upon us, or even if the
burden rests somewhere else, we are ready to present a full
and complete case.

CHAIRMAN SHEPZRD: You may proceed,

MR. HANNERS: As I said in the statement which I made before
we prepared the stipulation, which gives in very general
terms part of the facts, if there are enough facts for the
Commission to proceed in the matter--if it is proper for the
Commission to first define the limits and then next to
consider the ratable take provisions, we do not feel that
there is enough information before the Commission today to
proceed, At the present we are under contract with the
Warren Petroleum Corporation to purchase three million cubic
feet of gas per day. The contract was made prior to the
drilling of the Clark & Christie well. As the stipulation
discloses the Lea County Water Company now takes one and a
half million cubic feet and can take an additional half
million, The potential market is five million cubic feet

of gas per day. It strikes us that that five million cubic
feet of gas market that if we could have negotiations between
us--Warren Petroleum Corporation, Nolan & Byrom, Lea County
Water Company, and Clark & Christie--that we might be able to
work out among ourselves the proper per cent of the five
million daily market by taking half of the two million

of the Lea County Water Company and half of the million
surplus of our contract and assign that to Clark & Christie,

making a2 million and a half for Clark & Christie, and a



million and & half to the well identified as Williams No. 1,
and two million under the old contract with Nolan & Byrom
and Warren Petroleum Corporation for Williams No, 3.

Perhaps a conference could dispose of that contract rather
than at this time asking to Commission to act now when we
don't have the technical information to submit to you.

We admit that in the conference recently some of the parties
were unable to agree, We might approach this in such a

way that we could agree on this and we could go slow before
the introduction of testimony necessary for the definition
of the gas pool as was stated in the motion made by the
gentleman from the Continental 0il Company recommending

at this time that the matter be postponed., We might get
together in good faith on the matter of disposing of the
five million deily market in such a way as outlined to

come within a very small variation of absolute parity of

the five million market., If that cannot be done, the Commission
should establish first the gas pool and next the rate of take,
It will take more time to gather the necessary information.
Therefore, I recommend to the Commission that this hearing
be postponed now. We are asking for a few days for this
conference, The reason we are not willing to make a state-
ment into the record now as to what we are willing to do

is that the other members of the partnership--there are
three members--are not here, and we cannot bind the

absent members. Negotiations in good faith might be
fruitful and dispose of this in a way with substantial
equity to all, and thus we would aveid an attempt to go
ahead without the technical information which we think

is necessary.
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MR. ZINN: May it please the Commission, the stipulation
specifies that this is a common source of’supply and by
inference this is a gas pool, and the ratable take provision
of Section 14 of the Oil Conservation Law of 1949 applies.
We are not asking that we be given anything that we are not
entitled to, anything less than the law gives us, I cannot
agree to a continuance or delay merely on the hope that we
might be able to work out an agreement, We are coming
before a quasi-judicial body with clean hands asking for what
the law says we are entitled to under the law, Now it is
not recessary to establish any boundaries beyond those
stipulated to be.a gas pool. We ask that the ratable take
orovision be invoked so that our client who has been denied
a market for his gas since last May will not now be deprived
of a market. We have no assurance that we can agree upon

a million and a half cubic feet of gas per day. We believe
there is no other way under the law for the Commission to

do other than to proceed with the hearing unless a contract
can now be offered to conform with the law, We believe that
any other course would deprive our client of that which he
is rightfully entitled to under the law,

MR. McCORNICK: Does the Lea County Water Company have a
statement to make at this time about the suggestion of
Continental?

MR. NEAL: Our position is as we have stated, We have

well gas tendered to our company. There are transportation
facilities availables We have offered our requirements of
roughly & million and a half cubic feet a day. We are now
purchasing from Williams No. 1, which belongs to Nolan &

Duram.  TFf we hook on to Clark & Chrietie. it will reduce our



take from the other well, When we start ﬁaking two million
cubic feet, we will be willing to take from both wells an
equel part of the gas. As I understend it, Clark% Christie
well and Williams No. 1 well are not producing as much gas
as Williams No. 3.

MR, McCORMICK: One Point. Is the contract between Warren
Petroleum Corporation, and Nolen & Byrom confined to the
Williams No, 3 well?

MR, HANNERS: That 1is right.

MR. McCORIICK: You have no commitment as to No. 17

MR, HANNERS: ©No, sir.

MR. McCORMICK: And you are taking no gas from No., 1¢?

MR. HANNERS: No. That contract specifies that it is
suvject to the rules and regulations and such orders as the
Commission might make. There may have been some uncertainty
in the conference at Hobbs. Mr. Neal and all six members
of the partnership and Nolen & Byrom were there for the
purpose of declcding what was necessery for disposing of

the contract. If we took five million cubic feet daily
market and divided it absolutely in thirds, it would be
15,000 cubic feet. The difference in the suggzestion I
made here would be negligible from an absolute division

in the rate of take,

MR, NEAL: TIf the Commission issued such an order there
would be no question.

I'R. HANNERS: We would assure the Commission that we would
try in good faith to dispose of it on the contract pert

on the ratable take provosition.

MR. IXAL: T was present at that conference in its efforts

to work out some arrangement. Some didn't agree. In all



fairness to Mr. Byrom, he has been willingz snd cognizant

of these problems,that Clark & Christie would be entitled
to a fair share, He was personally willing at all times
that they get their fair share of the market. The trouble
was in the four-way partnership. Some of the other partners
were not as familiar with the o1l business and figured

that the contract was there and that they should live up

to the requirements of the contract. That was not Byrom's
attitude. That is my understanding, and in fairness to

him, I would say that with him i1t would not be difficult

to divide the market, but the difficulty was with some of
the partners,

TR. McCCRI'ICK: Where is IMr, Byrom? Do you have any state-
ment on the provosed continusnce?

WR. 3Y20W: No, it is 21l right as far as I am concerned.
MR. McCORYICK: Does El Paso Natural Gas Company have a
statement on the proposed continuance?

MR, HOWZLL: We are on the sidelines in the matter. We are
not involved as a taker, and as a recent owner, which we
recently transferred, we are not now producing. We are

not asking any relief, We will comply with any instructions
which the Commission might give.

VR, NZAL: T would like to cell attentlion to the suggestion
Tor dividing the market as suggested by NMr,., Hanners that
the 1 Paso Natural Gas Company has a well, and if they
should turn around tomorrow and decide to sell gas and
tendered it to us to take part of thelr gas, I certainly
would take it.

IR. HAZTERS: In regard to that, Mr. Howell, what statement

would you make as to why you didn't want to be included in

10



the contract? Will you tell us why El1 Paso Natural Gas

is not asking for any relief?

¥R, HOWZLL: The management of the company, as I understand
its position, is not asking for any relief. If any order
is entered, they would probably bring in this well, As

to any other matter, there 1is no objection to an order
being made that 1is applicable, but they are stayving as

far on the sidelines as it is possible to gét.

MR, TAUNZRS: It 1is your position that if there 1s a market,
you could provide an outlet?

¥R, WOWZILIL: We would be 1in 2 position to protect ourselves
if it were necessary to do so.

¥R, NEAL: TIf it was tendered to us, it could be tsaken,

¥R, ZIMy: I would 1like to state to the Commission thet

in fairness to the applicant that if there should be a
continuance for the purpose of negotiating an amicable
settlement, we believe that pgas production in this ares
should be entirely shut down so thet the zas would not

be exhausted in any amount during the veriod of negotistions,
if the shut down lasts for an hour or for six months.
Otherwise, we suggest another alternative that we take

a half hour and see if we can arrive gt an agreement

which would require an order of this body. The other
partners are not here, and Byrom is not in a position to
speak for them., There 1s no certainty that the partners
would agres with any agreement we might make with Warren
Petroleum Cornoration, =nd it would not be binding upon
Warren and Lea County Water Works. We cannot settle this
under the contract here, but it would have to be under the

authority of the Commission's orders.



R, NEAL: Could the litigants before the Covmission
acree as to whether or not there would be an objection

to the Commission entering an order directing the two
purchasers to tske accordinz to ratable take provisions
from all? If there weren't any objections, that would be
the answer to Warren's and also Byrom's nroblems.

¥R, ZIMMT: And also to Clerk 2 Christie's,

'R, NZAL: We could enter our objections.

MR, FAWNERS: e have a contract. We want it all to follow

E-
'_J

ozicel sequence.

"R, NEAL: What objections?

PR, FAITZRS: Yerely that it would be an industrisl cart
before the horse, You would have a ratable take order
without a defined pool.

TR 7T Mr .

ite LT N

. Hanners, in order to establish the pool,

would you stinulate to the south half of Ssection 3,

@

tovmship 198, Range 37 Z, end the the north half of
Section 3, Township 20 South, Ranze 37 Zast. Later on
the pool can be extended by avplication to the Cormission
on its own motion. At the oresent it would be a 6!0 acre
ratable take order. That would protect the contractors,
and it would protect our clients and everybody before the
Cormission.
R, NEAL: Yo objection.
OHATRMAT SEZEPARD: If you et the relief you want, would
vou went to leave the case open?
IR, Z27177: May I ask my client one question?

(Recess)
MR, ZT"N: May it please the Commission, we feel somewhat

afraid of the idea because of the possibility of =1 Paso

37



Naturel Sas coming in and sayinz we want in on this,
which leaves us exactly where we started.
1R, MeCORNMICK: You want an order issued for the four
wells now producing in that area?
¥R, ZIN: If the Commission issues its order, I do not
28X Mr. Byrom to concede the facts in this case, As I
understand it, a cut back contrary to a contract requires
an order of the Comission to save him from his associates.
VR. HAUNERS: I think we can do it ourselves,
KFR, ZIili: We are sure that it can be done by asking for
the ratable take order establishing this as a gas pool,
and that ¥r., Ryrom probebly would not object.
R, MeCORMTCK: Suppose we proceed with the testirony.
MR. ZIMY: Shall we get the stipulation signed--or can we
stipulete that that 1s the stipulation prepared by ﬁhe parties
without signature?
CHATIRMAY SH=PARD: TIs that satisfactory to everyone?

(Answer in the affirmative by each one of the parties
to the stipulation.)

STATE OF NEW MEXTICO
OIL CONSERVATTON COIMISSION

IN THzZ MATTER OF THE APPLICATION
OF E. B, CLARK AND C, B. CHRISTIE No, 235
d/b7a<CLARK AND CHRISTIE

STIPULATION

It is stipulated and agreed that the following facts
mey be considered by the Commission in connection with
their determination of Cause No. 235 in the matter of the
application of E. B. Clark and C. B. Christie, d/b/a
Clerk and Christie, to-wit:
l. Thet Nolan and Byrom are the owners of two gas wells,

their Williams No. 1 1is located in the southwest quarter of



the southesst cguarter of Section 3L, township 193, range
373, NeM.P.¥., Lea County, New Yexico, and Williams No. 3

is located in the southeast quarter of the southwest quarter
of the same section. These two wells were completed as

zas producers prior to March 1, 1950, Clark and Christie
own a gas well loceted in the northwest quarter of the
northeast quarter of-Section 3, Township 20S, Range 37E,
N.M.P.M., Lea County, New Mexico., That was completed on

or about the 15th day of May 1950. El1 Paso Natural Gas
Company owns a well drilled by Ciark end Christie and
recently assigned to El Paso Natural (tas Company in the
northeast quarter of the northeast quarter of said Section 3,
which has never been produced, El Paso Natural Gas Company
has not requested and does not request action in connection
with this well by the Commission.

All of these wells are producing from the same common
source of supply and each of the wells are producing from
the same producing horizon,

Lea County Water Company is presently purchasing
approximately one and one half million cubic feet of gas
per day from the Nolan-Byrom Williams No. 1, and their
gas requirements In such field will not exceed two million
cubic feet of ges per day. This gas is purchased by the
Lea County Water.Company for resale for public utility
consumption.

The Warren Petroleum Corporation on March 1, 1950,
entered into a contract with Nolan and Byrom, by the terms
and provisions of which contract they are purchasing from
the Nolan-Byrom Williams No. 3 approximately three million

cubie feet of cas ver dav, which amount of oas 3e +thein



total reguirement. That the Werren Petroleum (Jorvoration
under the terms of this contract hes a contractural commit-
ment to Nolan and Byrom to purchase or pay for st least
three million cubic feet of zzs ver day. This contract
contains the provision:

"This agreement and respective obligations of
seller and buyer herein are subject to present and
future laws and velid orders, rules, ané regulations
of duly constituted authorities having Jjurisdiction
in the premises.” '

That the zas purchased by Warren Petroleum Corporation
from Nolan-Byrom Williams No. 3 is used for the following
purposes: (1) to operate a gasoline plsnt of that corpora-
tion in the Monument Area. (2) to supply the return gas
for lease operations for the production of o0il and zas to
persons from whom Warren Petroleum Corporation has pur-
chased cscsinghead gas, and under which contracts for the
purchase of casinghead gas the Warren Petroleum Corporation
has agreed to supply return zas for lease operations. The
information as to the proportion in which the zas is used
for the operation of plant and for return gas is not
presently available at this time,

El Paso Natural Ges Company has not now and has never
purchased gas in the area, and the petition is in error in
resvect to the allegation.

That conferences were held between representatives
of Warren Petroleum Corporation asnd Clark and Christie,
at which conferences Clark and Christie were advised of
the contractural obligations of Warren Petroleum Corvoration
to Byrom and Nolan which provided for thelr entire
requirements,

At such conference and after discussion of all the

facts the narties were unable to work out a solution



emons themselves, and therefore the metter was suomitted
to the Commission.
That for the purpose of this hearing 1t is agreed
that the wells have approximately the same potential,
CLARK AID CHRISTIE
NOLAN % BY=O0N
EL PASO NATURAL GAS COMPANY
WARREN PETROIL=ZUM CORPCORATION
LEA COUNTY WATZER COVPANY
. H. UTTERBACK, hsving been first duly sworn,

testified as follows:

1=

XAMINATION BY MR. ZINN:

Q State your name?

A H. H., Utterback.

Q ‘What is your occupation?

A Suverintendent. \

Q T[or what paerticulsr company?

A  darren Petroleum Corporation.

@ What are your duties as such superintendent?

A 'ie operate a gasoline plant.

)

' %Will you stete to the Cormission the mechanics of the
operation of that particular plant?

A VWill you state thst zzsin?

Q 1ll you state to the Commission the mechanics of the
operation of yvour particular plant; oy thet T mean, what
cdo you do with the gas you buy?

A You mean sweet gfas?

Q@ All ras.

A iell, we buy 55 or 60 million feet of ges a day. That
is sold to E1 Paso Natural %as. We buv 3 million from
Williems Mo, 3 which is used for our ensines end for

cammn use,



. ZINN: T think theat is all.,

=

¥R, McCORVICK: ‘eit = minute,

CHATRIFAY SFEPARD: Any further questions?

feCORFTCK:  This sweet zas that you buy from the Nolen
2. Ryrom Williams No. 3 well wvou sey thet is used only for
camp use?

A Yes, and for the overation of our engines.

IR, WeCCRYTSIZ: Hone 1s used as return cas to onerate the
0il wells®

A Some zoes pack to the leases for pumwinz engins on oil
wells,

MR. NMcCORMTICK: How much do you pay for that gas?

A T couldn't enswer thet,

R, McCORMICK: 7You take three million cubic feet a day on
the averare over the year?

A Tret is right.

I}, MeCORINTICK: And that fluctuetes from season to season?
A Hwouldn't vary much. e use about three million cubic
feet every dgr.

YR, MeCORVWICKX: TIs anyone here quelified to say what 1s paid

A I inmasine HMr., Cerney is.
MR, MeCORIICK: Do you reocuire any perticular pressure at
the well head for that s

[»)
zZas’y

IR, McCORUIZK: Vhet is that pressure?

£ Ve hold it to e hundred and fifty pounds.

"R, McCORMICK: Some of us are not too well versed in that,
does that mean that well hes to have a certain pressure before

it goes into your lines?



A Thet is rizht., Yes, you might state it that way.

MR. McCORMICK Tould the reduction of your take from
this particular well be influenced one way or the other
by the deliverability of pressure? )

A Not 2s long as it 1s above one hundred fifty oounds,

it wouldn't.

¥R, McTORMICK: You are not a petroleum engineer?

A Wo, sir.

R, MeCORIICK: Do vou have knowledse about the formation
from vhich the Williems well 1s producing?

A I don't know a thing ebout 1it.

YR, McTOR¥ICK: When this ces is returned to oil leases to
be used for =zas lift, etc., it 1s mixed in with other ges,
too, isnt't it?

A No, gir. It isn't returned 2s gas lift,. A certain
amount is used in opsratinz the enzines to pump on wells
that con't flow. Sweet ~as 1is used for thet.

¥R, TeCORMICK: Are you presently blowing any =zas to air

after it zoes through vour »nlant?

R

r\)

Y3, MeoORMTCE: All the residue -

o

s after

ot

t =zoes throuch

Haturasl Gas Company?

TR, VeCORWICK: But thet 1¢ sll residue of sour =ag?
A Yes, that is right.
"R, McCORNICK: Ts that all the question?
"R, ZII'i: T heve & couple more cuestions.
STURTEAR mYANINATION BY MR, ZINN:
¢, The return sas after you heve extracted the r~s2soline is

whet you senc vpeck to the operators less thet vhich you

27



sell to =1 Paso Natursl Zss Compeny, is thet correct?

A Ijo, not 21l true.

n  Apvroximetely?

A  Just so rmuch of the sweet of thils to operate the encines.
Q “he ces which Warren tekes from Byrom and FHolen was
used to operate the plant?

A Camp use--2 few for pumpinsg engines,

2 Fow many for pumoinsm?

4 T wouldn't know how many.

2 A small pert of the.three million cubic feet daily
purchaze?

A Yes, sir.

y Its primery purpose 1s for the overation of the plant?
A Thst 1is right.

¥R, HANNER: You do not sell any gas which is taken from
Willisms No. 3 to the Bl Paso Natural “es Company?

4 ¥o, sir, not a foot.

¥R, McCORMICK: Do you anticipste that your recuirements
of sweet 7as will chanse in the foressesble future?

A ¥o, ws overete now 2l hours a davy.

TR. McCORNTCH: You dont't forsee 1t elther ~oinz upn or down?

CHETRVAIN SFZPARD: Any further questions?

"}, SPTURRIZR: I don't know whether the witness is prepared

to answer the aquestions that I have on these stipulations.

R, ZITN: e have put this witness on to establish one

nnase of the pronosition. Other facts are in the Commission's
own records. We presume that the Commission will take
judicial notice of it s own records, what you have in the
files., I didn't think it would be necessary to furnish

proof &as to those, We have two other material witnesses.

Tt will taxe a very short time now.
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MR. SPURRIZR: The point on which I am not clear--you say

in No. 1 of yowr stivulations that the wells have approximately
the same potential, is that 25,000,000 to 35,000,000 cubic
feet per day.

¥R, 7ZI7M:  We are all szreed on that. (Read Stipulstion.)

There is no stinulation as to the amount.

Vo

R. SPURRIZR: Ve are trying to zet the facts to avoid
goinz back to our records and not finding oroof.
¥R, ZI¥7:  Sunpose we call on lr. Clark to prove the
‘

potential, and then stinulete that all wells have vractically
the same potential,

ROY C. YARBRQUGH, heving been first duly sworn, testified
as follows:

EXAVINATION BY -WMR. ZINN:
Qe Your name?
A Roy Yerbrough.
2 What 1s your occupation--do vou now have a position
with the 0il Conservation Cormission?
A 0il ana gas inspection,
@ As such are you familisr with the Monument and Zunice
field?

A T am to & certain extent,

kW)

Are you acquainted in perticular with the south helf
Section 3iL, township 19 South, Range 37 Zast?

A Yes, sir.

2 And the north helf of Section 3, townshiv 20 south,

Ranze 37 East, where there are now four producing zas wells?
A Yes, sir,

Q 'Those wells come from the Queen Sand?

A That is whet is called.



3  The Queen Sand is not agn oil producing sand so far sas
you know end the records show, 1s that correct?
A Right in that particular area it is not.
Q Solely gas?
A In those four wells.
'R. McCORNMICK: The Queen 3Sand does produce oil in other
points in Lea County, does it not?
A Yes, sir.
YR. McCORNICK: TIs it sometimes a gas cap on ton of an
o1l vool?
A Most generally, yes,
MR, SPURRIER: This could be a gas cap in an oil pool?
A T think it could.
MR. McCORMICK: Does anyone have any cuestions?
MR. HANYNER: Mr. Yarbrough, the locations Mr. Zinn gave
of the south half of 3l and the north half of three with
the figures for the townships and ranges are in the Nonument
01l Field, aren't they?
A Yes, sir.
MR. HATER: They are so classified?
A As a part of the proration set up it is in the Monument
Field.,
R. NZAL: 1'r, Yarbrough, there are no indications at this
point thet it is a gas cap, there is no indication or gzeological
Information on 1t to indicate that it 1s a gas cap at this
particular time is there?
A I am not a geologist, T wouldn't know,
¥R. NZAL: Does Queen Sand produce oil in Lea County?
A Tt does.

Mr, NEAL: How far away?
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A I wouldn't know offhand. T couldn't tell,

Q@ Mre. Yarorough, there has been no indication of any oil
produced in this described area out of the Queen Sand?

A No o0il being produced from those two half sections at
this time,

@ None whatsoever?

A THo.

&2

At what depth 1is the sas produced in this area?

A  Around 3500 or 3600 fest, T believe,

&

A1l four wells are producing from the same denth between
3500 and 3500 feet?

A T would have to look to tell exeactly.

2 Would you be able to tell the Commission to the best

of your knowledge that all four wells have approximately
the same potential and sre at epproximately the same depth?
A They were completed at approximately the same depth, yes.
¥R. COLLISTON: IMr, Yarbrough, are you familier with
"Appendix A, Pools Named and Defined Pursuant to Rule 5
published list of fields?

A T am not offhand.

Q Does it not say that in the Zunice-Monument Field

that Queen Sand is an 011 producing send--to quote "

2ll of Section 3li, township 19 S, Ranse 37 =, and all of
Section 3, Township 20 South, and Range 37 Tast?

A Yes, sir. (Looking et book which was handed to him bv
I'r, Colliston.)

MR. COLLISTON: Then the Commission has found that seétion
to be within the limits of an 0il pool?

A Designated as an oil producinz field.
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M. ZINN: \/ere you present at the time the Co~mission
established and included it in the area it is in now?

In the ZIunice-Monument 011 rField?

A T believe so. I have been at these meetings since 13939,
Q Was there any question raised at that time whether or
not the Queen Sand at that time was merely producing gas,
or was 1t producing oil and gas?

A T don't remember that,

MR. McZORWICK: T don't believe 1t has been chanzed from
the time the record was made up designetinz 1t 28 an oill
field, however, that doesn't mean that 1t cant't be changed.
T don't believe we need to pursue that point.

¥R, ZIT: There 1s no doubt gbhout that.

2 ‘Where is the nsarest 01l well from the area which we

are now talking about that comes from the Queen Sand
formation?

A T couldn't tell without lookine at the record,

Trom what depth is the 01l well procducing?

I couldn't sgy.

Aoout how far away?

B oD B ©O

Tt would be--T1 don't know exactly the number of wells

and who they belonz to. I could tell if T looked at the
record.

Q@ At what depth would the o¢il well be?

A You csll the well, I might be able to tell.

2 T am not familiar with them thesre.

A There are too many wells for me to remember.

¥R, ZIMl: If the ZJommission please, would you take judicial
notice from your own records to show that the oil, if anywhere

close to the particular four ces wells, does not come from

this particular strata.



TR, McCORITTCK: The Commission will consider the location

of the nearest oil well from the Queen Sencd as reflected

JHATIRMAY SFEPARD: Any further questions? TIf not, you will
be excused,

(Witnees excused,)

Z. B. CLARK, having been first duly sworn, testified
as follows:

SHXAVTINATTOY 3Y MR, Z2T¥7:

Please state your name.

£

A =, B. Clerk,

&2

You sre a2 partner of ¥r, Thristie?

A Yes, sir,

o Doing business as Clark 2 Christie?

A Yes, sir.

o You are the avnplicant in this particular proceeding
before the Commission?

A Yes, sir.

Q Will you state to the Commission what nezotiations vou
have had with the tw common purchasers in that eres in
ann attempt to sell your :xzs or have them take vour ~as?

2 The last zttempt we made with Warren--

c Tnterrupntinz) Mr. Clark, please state how meny times

vou attempted nezotiations with Warren Petroleum Corporation

(97

m
]

what the result was?

>

Mpr, Christie made two trips to Tulsa to talk to Mr.
Jackson with Warren Petroleum Corporation, and each time
he told him that they did not have a market for our =as and

coulé not take our gas, Then we talked to Mr, Jackson on

-29-



the tzlevhone whereby they could nurchese our gas if we
wonld help finance the larins of a line from our nlant
or tc some point between our plant and their line., T

don't know how far the line would have to zo. 7e would

nay for the intanzibles, They would pay for the line--

(=2

the pipe. They would own the line., e would have no

interest in the line. e didn't want to invest any more
money. The last ettempt we made was in the Lea County
Water Jompenv's office ebout three weeks ago. We zathered
with ¥olan and 3yrom, ¥r. Ieal, IVr., Murray, ir. Christie,
and nyself. Mr, Deets and Mr. Murrey tried to work out

a plan 2t that time to divide the market. Warren could
not cut back and could not take any more gas. ¥We asked

if 1t were necessary for us to make a formal tender of our

zss to them. Mr, Jackson ssid no, thet they would have to

o

turn it cdown if we did.

@ Yhat reason did they agive for their insbility to cut

back under the contract so that they could take your gas?

£ 1 am not thorouchly clear, but as T remember that they
would heve to take the gas or pay the contract, they couldn't
breach the contract.

Q When your well came in, what was the initial well head
pressure?

A T will have to think--1120 pounds, I think was the initial.
L Vlere you present when the esnsgineer of the 01l Conservation
Corrmission macde a test of that well or ahy of the wslls?

A To,

@ VWho was present?

£ I don't know.

Q Do vou know what the shutdn pressure was?

A o, heerssy, I don't believe I remember.



2 You didn't take that test yourself?

. ZT7M: T belisve that is all,
1. NeOORKETCK: Cen you give the exact location of the
well vou have just spoken of, I mean the quarter, AO acres?
A It is in--T7 don't--I can show you on the plat. It is
in the north,
TR, HANNIE Northwest of the northeast quarter section 3.

(Off record discussion.)
¥R, McCORMICK: Now, do you know the sequence in which
these wells were brought in?
A No, T don't except the last two: Shell started the
third well snd comnleted it, end our Cooper Well was the
fourth wsll completed,
YR, MeCORMITK: Yours was completed in Mey 19509
A Yes, sir.
¥R, McCORVICK: Do you know about when the Shell State
well was completed?
& Tt was compoleted some time around the first of the year,.
laybe just before the first of the year, I don't remember
sbout that.

(O0ff the record discussion.
IMR. McCORKICK: What leases do you own contiguous to
your well?
£ %We own the west half of the northeast quarter and the
east helf of the northwest querter.
¥R, MeCORMICK: One hundred sixty acrest
L Yes, gir,
'R, McCORMICK: One basic lease?
A Yo, three bacsic leases. The west half of the northeast

querter is cne lease, The northeast of the northwest is
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is a lease, and the southeast of the northwest is a
separate lease.

'R, MeQORMTCK: And different royalty owners?

A Yes, sir.

MR, McOORMICK: Do you have any information as to whet the
limits of this proposed gas pool would be?

A There are two producing oil. The east half of the
northwest quarter did not have this zas., If it di, it was
a very modest amount, just showed gas if 1t did. I don't
think it had any gas at all.

¥R. McCORMICK: Was the Queen Sand tested as you went?

A Yes, and capped, and drilled well all the way.,

¥R. SPURRIER: Ts it now cased off at that zone?

A Yes, we struck oil 250 feet below the Queens at least
200 feet below the Queens zone.

YR, McCORMICK: There is no Iintermingling of the zas from
the Queen zone with the oil or zass from the Grayburg or
San Andres of those wells?

A Yo, sir.

R. McCORMICK: Do you know what price was tentatively
offered to you by Warren for your gas?

A TFour cents a thousand I believe,

"R, McCORMICK: Any requirements as to minimum pressure?

A As T recall, sufficient pressure to put it in their 1line,
T am not sure about that.

MR, McCORWICK: This line which you state you would have to
build, would that run clear to the Warren plant or just run
un to the line that is serving Williams No. 3 lease?

A I don't know, I think it would so to the plant.

¥R, McCORMIZK: Do you have any opinion based upon the



knowledre that you have gathered about how far this
proposed pool would extend?

4 To, except for one thinz. The pressure drop has been
excessive. That would indicate that it is a rather small
reservolr.

IR, McCORMICK: Are you a zeologist or an engineer by
training?

A  No, sir.

MR, McTORMICK: A practical oil man?

A T hope so,

MR, SPURRIZR: For how long?

A For 25 years.,

MR. HAINER® You have a market for a half million cubic
feet of gas from the Lea County Water Company?

A Yes, I think so.

MR. HAMNER: Whet you want is to share in the market now
furnished by Viarren Petroleum Corporation?

A We want a fair share of the present market.

VR. HANNDR: How long have you had the offer from the

Lea County Water Company?

A Possibly 30 days, maybe 1O or 50, I don't remember
exactly. There isn't any agreement.

MR, WEAL: In order to clarify the record, it is the same
as we offered Mr., Nolan--150 million a year.

MR, HOWELL: I might perhaps have misunderstood, but with
reference to the meeting in the office of the Lea County
Water Company, you testified that no representative of the
5l Paso Naturel Gas Company was there?

£ TNo,

Q@ Did I understand that Z1 Psso Natural Gas Companvy has not



offered to teke any of your gas, was I incorrect?

4 Yes, they have offered to t ake some gas from this well.
MR. HOWZLL: They did offer to take gas if you wanted they
would go into that well,

A Yes,

MR, McCORMICK: Could you state what the price is as
offered in Lea County? |

A TFive cents, I believe, five cents a thousand.

MR. NBAL: Five cents.

¥R, ZIWL: One more question. What is the potential of
your Cooper o, 2°?

A Cooper lo. 2, I think has a potential as established by
%1 Peso of 31 million, T believe.

M. ZINN: Is that a day?

A Yes, sir, I don't have that test sheel, but it 1ls availble.
MR. McCORMICK: Have you any figures as to the life of
that well?

A 1o, T don't have any figures at all,

¥R. SPURRIER: Do you have anything to support the con-
tention that these wells are all from the same producing
formation and depth?

A  That 1s 211 T would know, just depth.

CHAIRYAN SHEPARD: Anything further?

¥R, ZINHN: Tothing further.

Mey it please the Commission, there have been allegations
here relating to the present shut-in pressure in these wells.
It is my understanding that the Commission has been asked
to make that particular test, and I am not sure whether it
hss been reported to Mr, Spurrier yet or not.. I believe

that the report is coming in from your own engineers, and
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thet thst revort is the best evidence in suwnport of the
allegations in perasraph number 3, and T ask for the
Cormission to take judicial notice of that report.
CEATRYAN SHEEPARD: It will be teken, and accepted as
evidence.
MR, ZI¥N: The aoplicant rest at this time.
YR, McZORMICK: Mr. Henners, do you have any testimony?
MR. HANNER: Mr. Carney is here of the Warren Petroleum
Company? . |

B. R. CARNZY, having been first duly sworn, testifiled
as follows:

EXAVIFNATION BY MR, HAINERS:
Q ihat is your name?.
A 3. R. Carney.
2 You are an encineer of the VWarren Petroleum Compeny?
A Well perhaps, my job at the present is manager of the
%as Division, Tulsa, Oklahoma, I have been in the gas
business for most of my adult life, gas and refinery business
for aporoximately 26 years.,
2 Mr., Carney, in Merch of this year did your company enter
into a contract with -, Nolan and Byrom and associates
for teking of gas right east of your vlant?
A Yes, sir, I have a signed copy of the contrsact,
Q What was the purpose for which it was to be used?
A The =as was delivered to the line which delivered it to
the plant and field fuel system, and vart of it was used
for operation of machinery in our vlant. Part was used
for fuel fillin~> obligstions to oll producers in the field.
2 70 ghead,

&

A Vie have oblizations to furnish return fuel gas for whatever



purnoses they need it on the leases. Part of it coes to

those leeses as required, and the remsinder «oes into

overetions.

2 Yhat do you nrcduce?

A Yatural zas liquid, petrolewm salso butene , not pure
butane.

Q Wnet size line do you heve to Williams No., 37

A T am not sure, but I velieve four inch.

& lWhen did you make the contract with Nolan % Zyrom?

A Yerch 1.

Q@ Did you make that contract before the drillins of this
well?

A We did.

Q FYow lon~ before, avproxinately, if you have it there?
A I 4o not know., I don't have such information. The

contract was to bezin larch 1., The cormitmsnt wes made

some time before that. The taking of zgs was to stazrt on

March 1.

)
.

A

What period is covered by the contract?

The contract is for the producins 1ife of the lease,

subject to earlier shut-cown of our nlant facilities,

A

What oressure do vou reauire?

* ' . . e . -+
To carry it throuzh a ii inch line from ¥Williems llo. 3,

T hsve Mr. Utterback's testimonvy on that.

A
<L

A

Do you need hisch pressure in that?

Hormel »ressure would be 211 right, or lower than normal,

just so it met our requirements,

&2

Y

“het do vou pay to Nolan 2 Byrom for such

iyj

our cents per thousand cubic Teet,

How did vou arrive at the four cent »nrice®



A Our ability to pay and the purpose for which it was
intended to be used.

o Cen you utilize the zas from the Clark * Carlstie well
for the same purpose for which you now use the zas taken
from the Jillliams lease?

A T am not sure I undsrstaand the Question.

0 I am not sure I do either., Is it necessary to continue

to take from the Williams lease because of the vparticular

tyne of use to which you put it, end is the zas substantially
oure and free from contaminetion, suverior 2z, end consequently
better for your use?

A It is ~ood for our use,

& Vhat is the position of your company as to your -contract

with 3Syrom  Nolan?

4 Our position 1s simoly this, if our comoeny as a

purcharer o7 7as in thet area coes not come under the

excentions of Ho. 3 of the law because of the use the res

is to be put, and if this Cormission should decide to issue

o+
.

an order, we will do our best to abide by 1
2 Have you talked to IMr, Molen gnd }Mr. 3vrom and associates?
A T rheve 2s to the vrogsivility of reducins the smount in

sccorcdence with the nesotistlons to see if a compromise

(@]

ovnld be worked out to be placed vefore the Zormission,

That may take some time to work out a solutiorn that will

be vetter for 211, ‘hetever the Jommission does is 211 richt,
we could zo ghead and take from more than one. T there

was a larcer reservoir, there woull be a2 lon~sr contract.

'R, FANNCGRS: T believe, centlemen , that 1s our position.

DXAVINATION BY 1R, ZIMM:

e Bor BN



% lr. Cerney, you hearcd your sunerintencent testify?

23 And he testified thet the vast ma jority or the greatest

nrodortion of the three miilion cubic fest of take from

A T heard. .

&

Ts that correct?

A T have no resson to belisve that 1t isn't,

2 FHe operastes that plant?

A Yes, sir.

& How muoh time do you devote to that particulsr pnlant?
A T look after the zas contracts there.

Q How rmich time?

A That would be a hard question to answer,

Q@ Out of a month how much time do vou spend, to narrow
it down?

4 Some months 1t would teke as much as 25 per cent, and

other months, 5 per cent.

7, How rmach time does Mr, Utterback devote?

A Cne hundred per cent, T am sure,

2 You have absolute confidence in his manazemant of the
zhesd zes plant in that aréa?

A T have no reason to quesstion Mr, Utterback's sbility.

2 So far as you know, when lfr, Utterback states that most
if not gll of the three million cubic feet taken from Nolan
?2 Byrom well is used in the operation of the plant, and

the residue is turned back, that you don't buy ~as to process?
A Mr. Zinn, T don't--T disazree with the wording--T don't

believe you quotsd Mr. Utterback correctly.



'R, ZTIN: Let's have the reporter read back the notes.

MR, FATYERS: That most of the gas was used for the plant
and in pert went back to return, I do not differ with that
statement.

"R, ZTN: TIn Section 1lli--if the primery supolier of ~as

to =8 fi=sld, it would not come within the provisions of

this particulsr section as common purchasers.

Q@ What do you pay for this particular sweet zes?

A PTour cents per thousend.

D what do you pay for processinz =mas?

A We pay accordins to value., It varies, depends uvon the
per cent of residue. I can't correctly answer, I pay on
the basis of two gellons per thousani. Sometimes there

are one and a half gellons per thousand, or lass.

R het cdoss 1t cost?

A T am not familiar with that.

¥R, MeCORNICK: Mr, Carney, Mr. Clark stated T believe

in his oreliminary negotistions one of your requirements
was that he pay the cost of the tansibles in a line from
his well fo your »lant, 1s that correct?

A lr., McCormick, T am not familiar with that. I have general
k¥nowledge of the first ne~otiations, T belisve it is
essentlelly correct., Our market requirements are three
nillion cubic feet per day. we considered an glternate of
delivering and processing sesoline, which reguired full lines,
and not processing liquid recovery. So in investigating we
found that it could not suprort a larce investment for
delivering it into our plant for liquid extraction. So T
mizht say thet is our reason for not incurrin: the expense

of that additional line. The distance is slichtlvy over four



niles rouszhly. Mr. Clark just thought it wasn't economic
for us either.
M3, MefORWITK: Assuwning that in regard to this three

million cubic feet of gas and that you used that gas only

4

or bpurposes you are now using it for, but you also take
from both wells, it would not be necessary for a line to
be laid?

4 lio, sir, not another, it could be hooked on

the one existing.

MR, McZORNIITK: It would be about a2 guarter of a mile
cathering?

A T assume it would, I haven't looked it un. It couldn't
ne much more than that.

TR, McZORNTINK: That 1is not cgreatly expensive?

A T don't think so, not as serious as 2 four mile line,
MR, SPTRRIZR: Did you say that there is a great difference
in the amount of natural gassoline in the zas from the
Nolan % Byrom well and Clerk and Christie well?

A No, sir, T judze it would probably be the same. What

I did say 1s we started telking to Clerk % Christie for
the purposes of gasoline extraction, necessary for casing-
head produced for oil wells, What we were taking from
Byrom * olan was not intended for gasoline, it was for
~as to burn in engines or in boilers,

MR, HAWNNERS: TIs there anything which hasn't been stated
to the Commission that would be of help?

A There 1s one other thinz which might be desirable as =
detail. In our contract with Nolan and his associates, it
provides for thrge million cubic feet per day take in

pronortion to our operating load. One factor is that we



don't operate a hundred per cent of the time, about 93
per cent. Out take isn't exactly three million, that 1is
just a detail. If there is any other information, we will
be zlad to supply it to you. I don't know of anything else,
Mr, Hanners.
MR, HATNIRS: That is all. That is all of our case. We
have no information, 1f the Commission rlease, as to the
acreage in each lease. T believe Mr. Clark has fixed one
as G0 escres. T don't have the information as to the size
of the leases under the other three wells.,
CHATRMAN SHEZPARD: Any further witnesses?
MR, MeCORMICK: T would like to ask lMr. Byrom some questiong?

W. K. BYRO¥, having been first duly sworn, testified
as follows:

EXANINATTION BY MR, 3YROM:
@ Mr. 3Byrom, you are a partner of the firm of Nolan %
Lanewwhich owns and ovnerates the Williams No. 1 znd No. 3
wells?
A Yes, sir.
Q Can you tell the extent of the leases that those wells
are a part of?
A The Ko. 1 is 80 acres.
Q ¥What 80 zcres is that?
A Tt is the south half--
¥R, SPURRIER: (Interrunting) Would this help a little?

(Handed a plat to Mr. 3yrom.)

=

Section 3&, south half of the southwest--southeast quarter.

Q Wo. 37

o>

120 acres.

O iharna®



A Southwest 160 , with the southwest 1.0 out.
9 Do you own the the southwest of the southwest of 3?
A John ¥, Lans. He has an oil well.
0 Is that one of the partnership assets of which you are
2 partner?
A Yes, sir.
Q So you actually have leases on all of the south half of
the south half of 347
A Yo, we only have 120 acres out of the south half of
that section, and then an 30 out of the north half of the
southwest guarter.
9  You stated just a moment azro thet it was sevarate on the
southwest of the southwest of that--
A Yes, 120 acres, you see L0 is out.
9 Who has that L0?
A John F. Lane,
(O0ff the record discussion.)
(Recess for 20 minutes.)
Q@ Do you have an opinion as to whether or not--strike
that. Do you have an opinion as to the ooundaries of the
propnoszd pool?
A Ho, sir, none whatever,
Q@ In your opinion the four wells are producing from the
sarle common reservoir?
A Yes, sir.
Q@ But you don't know how far it may extend?
A Yo, sir.
CEATRMAY SYREPARD: Any further questions of this witness?
BY MR. SPURRIER:

D Mr. Navrnev. T am sure voll have ann oninion ae +tn what



the ultimete result of this situation would be with
%1 Paso's well shut in on state land, and your are fami-
lier with the conditions as a whole, T should like to

know whet you think about it, ‘Where doss ths state com

A I thirk with 11 due resvect that that is a gquestion
to ask Z1 Psso. They haven't tendered their gas to us,
gnd I don't think they care to offer it =t four cents
a thousend, which is what we think we .can afford to pay.
@ A1l right, you are familiesr with the pressure drop,
how fast is it dropping?
A T heven't any definite informetion that I can relvy on;
only the fisures in the petition of Clark and Christie.
& The only ones I know is this item that well head pressure
was 1140 and at the vresent the shut-in pressure of the
seme well head 1s & thcocusend. Presumably that drop is takins
place in the last well--in how lons, do vyou Xnow?
4 T don't know thet, sir, st the most four months since
thet well wers brought in.
(0ff the record discussion.)
¢ You ere not at the present prepered to testify as to
the well heed pressure on ths well you ore takine cas from?

CTEATREAY SHASPARD: Thet will be all., Te will take 2 few

TR. McCORNVICK: Do you have any more evidence?
I'R. ZITK: UHo, sir.
(Recess)
. McCORMICK: VWMr. Perkins, we would like to ask vou =
few questions.
T. 5. PZRKTNS, having been first duly sworn, testified

es follows:



EXAUTHATICON 3Y MR. McCORMNICK:

¢ You have been sworn, naven't you?
A Yes, sir,

2 What 1s your neme?

A Cyrus Lee Perkins.

2 Whet is your vosition with #1 Paso lNeturael %as Compeny?
A Viece-president and suverintendent.

% Are you familier with vour Shell State Well that is
located in the eresa that we are telking about?

A VYss, sir,

Q At what depth--what is the total depth of that well?
4 Tts »nroducins zone is 3550 to 3530 feet,

And what zone 1is thet csal 1led?

A  Queen zone.

= Yhet wes the total denth of the well?

&4 The well wes drilled to the “rayburg ond plngesed back
to 3500.

(; And the only zone thet cen prcduce as the well 1is

coroleted iz the Queen zone?

A Thet is

=3

izht.

Q@ In your opninion there would be no interminzlinz of any
mas or oil from any other zones out of thaﬁ well?

A There hesn't been to date. T don'%t see why it should.

% Do you have an opinion s to whether or not there is

m

common reservoir of gas at this point?

=

& Between the four wells, yes, I think all are in the same

zone.
CHATRIAN SWEPARD: Any other questions.
MR, MCCORMICK: Mr. Byrom one other cuestion from vou

pleass. Do you have the figures as to the totz2l depth of

vy



WWillliams No. 1?2
A 3580,
Q@ Do vou know where the top of the Yates is in that well,

or did you penetrate to the tope of the Yates?

A Ve went throush to the Yates,

Q@ Then you plugged béck?

A We set pipe through the Yates, which was around 2700,
T don't know exactly, maybe 2500 or something like that,
& Where did vou set pine?

A 3320.
@ 'Whet were you trying to find out--is there any producing

area in that well vertical in the Yates pay?

>

Hoe

o Is it confined entirely to the Queen?

A Yes, sir.

Q@ In the report of the Lea County Operators Committee
that well is clessified as producing from Queen and Yates,
do you know if that is correct or incorrect?

A Thst is incorrect,.

Q It is effectively cemented in?

A Yes, sir.

Q Yot intermingling vetween the Yates and Queen?
A To.

Q@ The same is true of the No. 3 well?

A Yes, sir,

M3, McCORMICK: Thet is all,

JHATRMAN SHZPARD: Mr. Colliston, do you desire to meke a
statement ?

MR. COLLISTON: According to the statute it gives to the
Commission the power to define a well or pool as & gas or
0ll well or gas or oil pool. The Commission by its own
definition No. 2lL which reads, " Cas Well shall mean a

well producing sas or natural gas from a cowmon source of

Yo
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of =zas sunply &s determined by the Commission.”

e feel that the fommission should determine the
extent of the common source of supply. Before this can
be done, more technical informetion 1is needed. I just
went to reiterate what I stated this morninzs that we
believe there should be & continuance until more technical

nformati

[
@]

n is zethered and submitted.

1=

GARNE

By}

'S

R If the Cormission should issue an order under

)

the ratable take provision, we as purchassrs of cas would

k

find ourselves in a difficult position unless the Commission
would zive us & basis or some sort of formula to work on.
For instance, our contrect with the Nolen group covers
only forty acres, That forty acres may be a part of a
larger lease. There is an additional question of acreage
confrontin- us, the relative share for esch--we think

that 1t is necessary that things of that nature--the
apnlyvinz of en equiteble formula of ratable take order

be determined, We hope that if such an order 1s issued
that the Cormission will give us somethinz to =zo back to.
MR. ZIMTF: May I answsr that? On the theory that a cas
pool is to be established, and on the theory that they are
21l common purchesers from a common source of suvply, then
T think that formula--

THATRMAY STAPARD: (Interruntinz) The Cowmission is going
to issue an order designating the south half of the south
half of 3. and the north half of the north helf of 3 as a
gas pool, and continue the question of rastable take until
the next hearing on October 2l when we meet here in this

room snd will take additional testimony which anyone affected

cerea o aoffer.



I'R. McCORMICK: In the meantime, if the‘operators and the
purchasers should work out a contractural arrengement
which embraces 2ll four wells and which would be reasonable
and that could be submitted to the Commission in lieu of
our order establishinz ratable take, that would be all richt.
¥R, FEAL: In behelf of my client, I take the position

that after the establishment of the pool, which you have
done thereody the retable take common statute--does it

not auvtomaticelly come into effect?

MR, McCORMTCK: It does not automatically reinvoke the
ratable take provisions.

¥R, TEAL: They are common purchasers, is that an admini-
strative declision?

CHATRIEAIT SHEPARD: Yes,

IR, HANKNZRS: May I pose a guestion purely for information,
that is, in the third exception, as to whether we do

or do not corie within thet - "To persons purchasinz mas

princinelily for use in the recovery or production of oil

1

1

or cas. Vle would like to know from the Commission if that

W

applie

[¢/]

¥R. McCORITCK: Subject to the risht to chanse my mind, ny
edvice to the Commission now from what T know of the
operations 1s that it would not come within that exception,
but that is not the finzl order.

TR. FAYYER3: With that announcement--with that interpretation
by the Commisslon that the third exception does not apply,

we will have to so back to our contresct with Lane and Nolan.
MR. ZITY: %e would like to ask the Commission for additionsal

instructions as to testimonv which is desired. Here is the



case., e made avpplication for ratable teke and the
Cormission was fully edvised as to the quantity necessary
to supply the msrket and what is actuelly being produced,
We are still sittinzg without our rishts under the law,

As to any additional evidence which the Commission would
like, we would like to know so that we can be prepared,
IR. KEAL: Any contrect that is made, for which the Com-
mission might substitute,as you have sugsested, which
would do as an order would at best be tempworsry because
71 Paso misht be a pert of the market or some other
comnany-~-Shell, who owns an acrearse, they misht drill a
well in that area and be entitled to a part of the market,
and the contractural relations or the settlement could at
vest be only temporary.

MR. McCORKICK: Thet is 2lso true of an order. It is
subject to a change in the picture.

R, HZAL: T want this clear, If there 1s an order that
as a common purcheser to purchase on a ratable take basis.
the zeas that 1is tendered, it wouldn't limit it to the four
wells~-other wells might come ing

MR, MeCORWMICK: There are only eizht locetions in the pool
at this time.,

MR, ZI'F: 1In connection with this proposition and in

the vrocess of negotistions z2s to whet what be Clark

-

Mo
‘e

Christie's proportionate shore of the zas to be sold in
the now established gas pool, £l Paso is on state land,
and if they are not producine, the state is beins deprived
of royalty. A member on the Commission is also a member
of the State Land Commission, and Mr. Shepsrd knowinc theat

Bl ?eso 1s on stete land and not producing that they will



end sccordinz to the ratable take provision of the law,

we would have to cut vack to & million &nd & guarter,

¥R, MeOCRNICK: Any contract which is entered into 1s

subject to further orders of the Commission. My thousht

is that the pool being desirsnsted as a =zas pool thet each

oe ziven an egual share of the market., If you, ~entlemen,

agree amons yourselves as to how to divide that market so

that it is reasonable and egquitable amons all four wells,

it woul” be unnecessary to issue an order on the ratable

takes~ 1f there 18 no ~rievance as to corrsletive ri~hts,.
(0ff the record discussion.)

MR, 9PTRRTIR:  Mr, Zinn, you =zsked a gquestion, a2nd T cdon't

knovw whether 1t was ever answered--as to the testimony that

you snonld introduce, You should introcduce complete testimony

as to €11 the facts so that it will not be necessery to

depend on our records. They do not alweys reveal the true

fects.

"R. ZI'¥: Your records are ag nearly sccurate as gny we

could supply ths Commission.

(Off the record discussion.)

CEATRMAN SYWLPARD: Anyvthine further? If not, we will stand
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T "EIRHRY SERTIFY, thet the foregoinz is a2 true and

‘,(

{

correct transcrint of the proceedings had at the tine end

nlece first above written to the best of my knowled-e,

| o

skill, end avility.

DATZD  this 34 day of November 1950 =zt Albuquerque, N, Mex.
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