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BSF08S THE 
O i l COKSSKVmOi COftilSSJOff 

STATS OF mar mum 
at 

Santa F«- Hew Mexico 
f&reh 17, 1954 

Ic th® matter of s 

The Application ot the Oil Conservation COR* 
s&aaion upon its ova notion for as order attend- ) 
ing, revising, or abrogating existing Rules and 5 Case !©• 
Regulations of tha Oil Conservation c omission, } 673 
and/or promulgating additional Rulaa and Segula- ) 
tiona, relating to gaa pool delineation, fa* pro- 1 
ration, and other related aattera, affecting or 
concerning the Jalco, Langnat, Eumont and arrow Oasj 
Pools, Lea County, Mow Mexico, 

The order contemplated will pertain to gaa pool 1 
delineation, gas proration, gaa well spacing, gas ) 
well allowables, gas proration units, and related ) 
matters, affecting the following designated gaa , 
pools situated in Lea County, lew Mexico, to-wit: } 

) 
Jalco Oas Fool, Langaat Gaa Fool, ) 
Suiaont Oas Pool, Arrow Oas Fool } 

) 
In considering the foregoing setters, notice is } 
further given that the contemplated ordar aay af­
fect the following designated oil pools situated 
in Loa County, Sew Mexico, to-witJ 

fimiee-Monttsient Oil Fool, South Eunice Oil ) 
Pool, iardy Oil Fool, Fearose-SkelXy Oil Fool,} 
Cooper-ilal Oil Fool, Arrowhead Oil Fool. ) 
:Unilis-llattix Oil Pool, Falby-T&tes Oil Fool,) 
Rhodes Oil Pool. Leonard Oil Fool, South } 

. . J - ^ J 3 ^ ^ ™ ™ . ™ . j 
(Kotiea of Publication read*) 

M* SPQBRXKRt The Meeting will costs to order, please. The 

next case on the docket is Case 673. Mr* Campbell. 

MR* GA8PSELL; If the CesH&saion, please, Jack ft. Campbell, 

Roswell, Hew Maxico, appearing on behalf of Texas Faclfic Coal an< 

Loil-e^^ny^—-ln-4Piew-of-tha faet^tha^0aae^6^--jis^^_tM^o^fcet^ 
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partially, at least, dm to the position taken by Texas"Pacific 

Seal and Oil Coapany in the Jalco Oas Fool mm, I feel that we have 

aoae responsibility to explain to the Cossaisaien and the interested 

operators here present the exact position of feme Pacific Coal and 

Oil Company in connection with Case 673* 

It has been said somatisas in jest and softstistes not in jest* 

that Texas Pacific Coal and Oil Company has heen doing a lot of shirp 

shooting at gas prormtlonlng and has not yet offered any substantiAl 

suggestions or methods by which it could be put into effect in the 

event the Ooasaisaion continues to think it is necessary. We hope at 

this hearing today to make such suggestions and to explain the po­

sition of Texas Facific* It has also been said, usually in jest, 

that if Hr. Oene Adair is going to testify any nore in this gas pro-

rationing, that he should he put under oath* I m going to put hiai 

under oath today and put hla on the witness stand so that any of you 

who desire to cross examine hla may do so* Before 1 do that, 1 want 

to again explain to the Cosvdsaloa and to interested operators why 

Texas Facific Coal and Oil Company has attacked the proration ord«ir 

in the Jalco Oas Fool which case is now concluded. We do not believe 

that we have been entirely chasing after ghosts. The nominations 

made at this aornlng«s hearing by the gas purchaser in the Jalco ! 

Oas Fool were 63 percent below the nominations made last month* 

They were 66 percent below the nominations mad# last month in the! 

Lanpsat Pool* While the Coe«iasion does not yet break the nomina­

tions down by proration units, it doesn't take mush of a aathenati-

cian to ealsulat© that on the basis of the per unit allowable in 

March in each of those pools, particularly in the Jalco Fool* And 

-aesuming- th* aam-nuaharLjoIl^ Fool this 
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Metis, that thm per unit allowable w i l l ia the ©onth of April, before 

suiarser is aver upon us, drop below the 500,000 itinimum take pro-

Tisiomi of @as purchase ccmtracs. I t aay be that daring the year 

that averse* w i l l be brought up* but certainly na do mot know, 

the gas purchasing oonpanies probably do not know, and the fact thft 

the third month gaa prorationlng is in effect, the proration unit 

allowable Is aping to drop below the take or pay provision of the 

gas purchase contract causes us sen© serious concern. 

lie believe essentially that the principal preblea of the Oemf-

mission in prorating gas is that they must prorate these gas fiaMjs 

as they f lad the* and not like they would like to have found, them 

twenty-five years ago. In the f i r s t place, these wells were drilljed, 

eosnleted and have very, aaay of then, been produced for- twenty-fire 

years aa o i l walla. They were spaced aa o i l wsHs and drilled in that 

manor. I t is sot m oasy problem for the Ocswisaiom to undertake 

niove into a field with that historical backgrouM* la the seeend 

place, not only do m believe we h«ve established historically,, but 

we believe wt have vested contractual rights* We believe these 

tracts were entered into at sun*** length* Wm believe ooadng into 

a field at this date after the contracts have been ejieouted and 

have be«n operating under thaa for a water of years, the Coaaiasion 

must give the owners of properties in these jitrtieular fields ade-t 

i|yabe protection against abre^tion of any of these oontraots* wi 

believe that ths Osis*i«sioa# at any tine* fear the purpose of 

preventing physical mate, can do either or both of these thing** 

le do not believe that the Cosiission sjtawlsl or can, for any 

other rmmm than for the prevention of physical mete, ©tanfe 

to 
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or change vested contractual rights which we believe wo own* that 

Is basically tho reason we have taken the position we have in 

connection with the existing pis proration order* low this Coo-

Mission has set -down Case &73 to i^-exasiin* to seae extent prora-

tiening of gas in southeastern lew Mexico• in the meantime the 

present orders are reaaining in effect, ie believe that i f the 

CoiMlsalQa can, before the end of the first alac aostiis* period, 

stake adjustsients in the gas proration orders which will be to the j 

benefit of all operators and will assure the protection of rights \ 

that exist in these areas* that it will be for the beat interest of 

the State and for the beat interest of the operators, We propose 

and will suggest to vou through Hr* Adair that the Cossaiaslon coa. 

aider the following steps* 

le i*ant the Conaaission to know and vou to know, that we do 

not presume to tell the Couimiasion or vou or anyone else how this 

should be done, but we do have serious concern about our property 

rights md we offer this as a possibility of a way in which those 

rights can be adequately protected and gas prorationing s t i l l put 

into effect in southeastern lew Mexico* first we believe that it 

is necessary to redefine oil pools, gas pools or oil and pis 

In southeastern Hew Mexico* Zt is our present feeling that at 

least insofar as the Langaat and Jalco Pools are concerned, which \ 

are the only ones about which we have made personal studies* that 

those pools are all one reservoir, vertically and laterally, and ' 

that it should be defined as an oil and gas pool, vhich the Coa-

sjiaaien has the power to do under the statute* Once it is defined 

as an oil and gas pool we believe, secondly, as a oorrelary to that 

ri 
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along those linos as to now to define a KM*-

tne mm lines as ia dona under the statutes in Ttaoss« Then, we 

believe that those gas wells ean be prorated as gaa wells under our 

statute once they are defined* The third proposition la the es* 

tabllsh^est of pts-oil ratios for the oil wells tae* reaaln la 

these areas after the pool i s defined* In soae of these areas 

there is so gajHoil ratio limitation. In Ottawa there is a 400© 

to 1 ga*«oil rati© Imitation* Probably both jaf those are wrong* 

We believe that the Comisaioi; should hear evidence and. establish 

a gas-oil ratio throughout an entire pool area wMsfe will be at a 

point which will recover the ̂ reateet possible ultimate amount of 

oil on initial efforts* and at the «a«s time now allow anyone to 

preduoe an unfair aiaount of ca3i:.g-head pm in connection with the 

production of his oil# 

We will sake a suggestion ae to where that .sas-oil ratio l i -

Bltatioit should be placed and we will state to you the reasons why 
i 

we sake that raoeassendatien* A e fourth step which we suggest be 

j taken is that the tssthod of establishing proration units and ob-

I taioir.g exceptions to standard proration units: be amplified* Me 

: suggest that the Cc^isslon siake i t possible t# approve proration 
: units witaia a aeotlon within aeotion l ine* up It© aeres with-

out the raqulrsjsMMt of a hearing, provided settee i s given to a l l j 

offset operators and a ten-day period aHowed ^o elapse fo r them • 

to demand a hearing. I f the hearing is demanded on the at tr ibuting 

of a«rea@s beyond 160 aerea* but within, a seet^on, then of oourse 
; we believe a hearing should be held. In that fanner we believe 

we w i l l eliminate a large number of the mmm$&imm that are being j 
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sine* tbe evidence so far p i ^ i m s ^ ^ c m m S ^ ^ ^ ^ i ^ ^ ^ ^ ^ 

one well will drain at least 640 aeree* Finally we are going to 

suggest a method by which we believe we can protect the contractu*;, 

rights which we have bargained for in connection with the take or 

pay provisions of gas purehase eontraots including low pressure 

gas provisions as we neve along this thing down the road* Hr* 

Adair will sake a rocomcndat ion as to a provision in g«s provision 

orders setting up a minisuia allowable for gaa wells. As I say, 

these are certainly not all of the answers 1 as sure, but beeausa 

it has been said that we have not Bade any definite recossKsndations, 

we felt that at the outset of thl® hearing* it sight be worthwhile 

for the Cohesion and interested operator* to have something upon 

which to work* We know there are a number of people who wish to 

offer evidence either now or at next months* hearing* We want to 

give this information to thea through Mr* Adair on the witness 

stand m that they say have it before the® when they are prepared 

to present whatever testimony and evidence they want to put into 

the record* So If you will swear Mr* Adair* I will ask him seise 

questions* 

MQSS1 

having first been duly sworn, testifies as foUowss 

m m P m t f f l 
By ME. JaCE CaJfPP?, 

Q State your mm please. k augoue Adair. 

Q Where do you live? A Ft. Worth* ¥mm&* 

Q By whoa are you employed? 

A Tessas Pacific Coal and OU Oesspsay. 
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k Primarily aa their attorney. 

Q Are you an ©ffleer of the corporation? 

A I as* 

Q ¥hat oJflce 4© you hold? 

A Vice President and general counsel* 

Q Kr* Adair, in connection with your association with Tejcas 

Pacific Goal and Oil Company, are you acquainted with the, general: Ly 

with the history of the oil and gas wells drilled and now owned and 

operated by that coapany in southeastern law Mexico im the general 

area of the J*2e% Ĵ angtstat* Susont and Arrow gaa peele as presently 

defined? 

A Tee* Mr, Caapbell, I en* At this ties I would like to 

it clear, however* that I am not attempting te fsaiily aa an expert 

witness or a technical witness* 1 sorely want to present for the j 

record our company's reoosxsendationa with respect to gas proration 

in that particular area where those leases and our wells are located* 

Q Hr* Adair, how nany gas wells doe* Terns Pacific own In 

this area? 

A In the Jalco and Lan^aat Fool 1 believe that we have forty 

wells on the $m proration schedule, 

Q Sow isany oil wells on the present oil allowable schedule 

do you own and operate In that area? 

A I believe there are thirty-nine oil welle* 

Q Are those oil wells t i l located in the Jalco, bangiast 

area or are they in the other areas also? 

A fo* 1 believe that there are five or six wells in the 

Arrowhead area, but the rest of the walla, oU wells, or wells 

ADA DEARNLEY & ASSOCIATES 

and South lunice areas ^ S k l W ^ X ^ o ^ l m and Umgsmt 
P H O N E S 7 - 9 6 4 5 A N D 5 - 9 S 4 6 
A L B U Q U E R Q U E . N E W M E X I C O 



$ Rr* Adftir, historically apeaklng, i&en i*ar© ths earliest 

walls of T s m PaMfic drilled to this area? 

A About twenty-five years ago. 

Q 8D you know generally how those wells were- oesplebeA at 

that tine? 

A So far as our records .are concerned* yea, 1 am generally 

faaliiar with the way the walls were completed. 

a mm those wells drilled at that tiae completed in the 

earns wmmr ms you would complete a woll now? 

A lo» in mm instances in am attempt to open casing to 

production gua# perforations were not kmm at that tins, or at 

least they were not known to u*« Va* having cased through product^® 

foraatione* tod to shoot the pipe i s sose of ©w earlier walla, 

shoot the pipe with nitroglycerin I s an at tes t to open the well 

into produetien and through a tone that .had bean eased through* 

Q Is i t not a fact that based on the records thnt were gen­

erally mlmtatoed at that ttjee. and required at -that t i s » t that you 

can not te l l with certainty at this turn exactly where these wells 

are completed, where they are producing froa? 

A That ia correct* I as sure that i s not only true of 

weHa* that ia true of most of the wells drilled in those days* 

Q ^hat would be the result of that with mimmmm to ^lag j 

ia now aind reworking the wells and dually complete them* fbr lit»jta*jtt»? 

A Me have bad mm rather unfortunate «#erts i»e* in atbei^4~ 

.ing to rework or dually eoaplete these e&isr wetHa* isually we hâ e 

found that we could d r i l l a new well cheaper Umm we can rework or 

dually ocssplata* the pipe, the casing we do»*t know what is in the 
!well to start with, the pipe and the easing ia in gamy eases in 
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get through with i t * Ve also found that in reworking or plugging 

took wells that the deliverability or pre^tueifeility of the well is 

not as good as i t would have been had we drilled a sew well on the 

sane acreage. For mechanical reasons the gaa or the oil wHl not 

eosM through the cement ©r what other isaterlal s&ght be behind *ae 

pipe* particularly where in the early day* we had blowout*, where 

we pumped sacks of cement and other rsateriala Into the ground in em 

attsspt to rene^y the blowout* 

Q Mr* Adair, you heard ne state to the 0©SB«is»ioB generally 

what ths suggestion of Tems Pacific Coal s»d Oil CoMpany would be 

with reference to prorating gaa in this area. 1 am going to go- dew 

threap those: five proposition* that were suggested and ask you to 

explain to the Cosaaission and to the interested parties here, what 

your recoa^ndation is and why you sake i t * First, with reference 

to the definition of pools* lour mpmrlmcm, as 1 understand, yeujr 

studies have been confined to the wells vhich you mm In bhe Jalco 

and tangaet s&s areas, is that not correctf 

A That is right. 

Q Rave you nade any studies with refereiioe to the Arrow andj 

ftsaant Oas Pool areasT 

A m isade no study with respect to the &s*ont area* We I 

only a cursory study In connection wish the Arrow or Arrowhead 

Q With reference to the study that you had nade in connection 

with th* Jalco* Uagsat area* what i * your #ug$&ablon a* to how the 

mtter ŝhould be handled with ref#reae*: to tbe delineation of pools 

_£&»?.. 
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A m believe that alaoat • l i y T f met a H p the pre^es^W 

gas juration te the Jele©, Im^m* area would be «ra*fcly iftajUfSajA 

and possibly solved by designating the entire arem# the* la both 

Jalo© and langsat u r n s , aa aa ©il and gaa pool, both k t m O y 

and vsrtioalXy. 

Q Laterally aad vartieallyf A laa* 

Q J praise that you &rm not mmlwmm possibility of 

ineluding the Arrow and Susamt areas In there* but you have ao i » -

formation, your caapsay* that they aaowW or should not be laalariat* 

I s that eorreetf 

A That in oorreot. That is our position* We have no ohjeof 

tion to their being included i f they belong la i t , we do not teow* 

Q I t is the opinion and belief of your easjaaaar, «nd momm 

datiaa of your eeagwjiy, that by virtue of original .geology ar de-

veAopiemt in the area* that thla haa beeonse essentially one oU an# 

gas pool? 

A I think that is true. And MsrtorioAlly, I think that haa 

been recognised by the CcastUlaa as shown by eene of the orders we 

put in evidence in th© other case. I don*t believe there was any 

real difference of opinion among the experts that testifled in the 

hmtimm held up to the present %Sm* 

Q Mr. Adair, aaassmiag the daalgns&lcNi of this area m \ 

m oil and gas pool, the entire area-, I pp«w«i that aa a oorrelajjy 

te that i t would then be neoeeamry to define a m» aa l l , is that 

not corrects ; 

A I t would, and as a eorrel**?, to define an oi i well m 

being a well that proimees oil aad not a gas well* 

Q_ - ̂ a^^s-yow- tujgeetlon- t̂ Ltb̂ jmtmemsum to the daflaltlan 
ADA D E A R N L E Y 8e A S S O C I A T E S 

C O U R T R E P O R T E R S 

ROOM 1 0 5 - J 0 6 , E L C O R T E Z B L D G . 
P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L E U Q U E R Q U E . N E W M E X I C O 



of a flat wall? 

A Wo have found tbat a dafinitios, that wo have i n Toms weris 

very well* I t i s st&tutory to tessas, i t i s any wall that potatoes 

©il at a ga*-Qll ra t io rato of greater than 10©#0G0 faat per barrow 

of o i l ia a gas w a l l , Wo throw that oat hero. We don't aay we tfclnk 

i t should be 100,000 feet , maybe i t aboaM be 150, aeybe i t should 

be 200*000. tf* believe that you should define §** well* i n that 

aiaanwr and then aa a oorreiary to that* daf i m a l l other weHs whish 

produce o i l , aa o i l wells and prorate thea as sueh. ; 

q Ton are suggesting* then., that yon proeeed to prorate the 

gpu* walls that are 4mitmd as sueh aa gas wallet 

A t i g h t . 

Q And prorate the o i l wells as o i l wells? 

A .Blight • 

Q How would that affect, Mr. Adair* affeet the sany wells 

which have recently been duallyeo^leted in this area! 

A 1 think i t would pretest those walla. Otherwise, i f you 

emitter, as haa been suggested and has been reooaBesded by on* or 

I two operators* that i f you consider the entire vertioai area pro-
i 

! duotiv® area in the Jalee, Laagaat are* a* being a put pool, you, 

i in effect, are @3iag to have to do away with the Many dual oeaniet; 

ion* that the Co®al**ion has heretofore *fpr@v*d# ieoause both ol 
the productive sones would Ue within the on* gas son* i f you so 

define the gas mm* j 

Q Assuming a definition of tbe pool*, the definition of a gas 

well and th* prorating of gas wells a* aeon and o i l wells m suoh^ 

what is your su^eetiom with ref erenoe to the oontrol of ga* with| 

L-^awele-
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A We* frmal&y* wanted to concur with ttr* Hacey and sea* of 

tbe isemb̂ ra of tho technical staff of too Cossaission In their sug­

gestion that soias such withdrawal* or to pit It another way, that 

a gas-ail ratio limitation should he imposed on a l l walls. How­

ever, at the tine it was brought up we did not think it had amy 

particular plaaa in that particular case* so we kept quiet about l i * 

Me have found by checking our walla the soaa thirty-nine walla that 

resentnblve veils of the wells In the area aa a whole* we have found 

that the produeisg rati© is somewhere in th* nei^iborhood of 25*00̂  

feet per barrel of oil* We suggest that as a starting place, 

25,000 feet per barrel of oil, gea-oil ratio limitation* That is 

considerably greater than sea* field* which ha* 6,0QQ« It is 

| considerably less than no ratio at al l * wfcieh is a condition which 

prevails in aost of tha ^aleo* Lanpiat ar**.* 

Q Speaking froa a cold calculated economic point of view* 

! have you isads a study to see «h*t effect that *s»w34 have on your 

: wells and the recovery froa thaa from the point of view of 

A I have had such a atu$y 

Q What is your study? 

A We started oat with 6*000 foot ratio which I believe la 

affect In the Stssont or Sunice-^onusent. If* have no wells in that 

field* fo impose a 6,000 foot ratio liadtation on our wells would 
; result in a loss of revenue to us fross our oil well* of 32 percent. 

Aaaaa&ng that our wan* are representative, which I think that the 

ease loss would probably carry throughout the area where our well* are 

located* The 10*00© foot rati© limitation waiili result in a revenue 

lams nf 22 percent* A 20*000 foot rati* liadtation would result in 
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a lose of revenue of 12$ percent. Our engineers fo*!, and i f this 

case Is continued, or later on we expect to put then on, feel that 

tha aost efficient rate at walea the** old oil well* can be pro­

duced is the actual producing rate, le do not feel that imposing 

th* sas-oil ratio Imitation upon bhea is going to get the oil at 

any better ratio* I t la Just jsaiag bo get it slower, that is a i l . 

Feasibly i f th® gas is associated with the actual gas well SJM, it 

poaaibly eould result in the dr&SMag off of th* raaervatr eaergy 

which is one of the things Sr. laoey aa* mmmmmA with at the prior 

hearing* 

Q 1 do»*b think you said what the effect af tbt S$ ta 1 
i 

| ratio would be on your picture* 

| A We did not calculate it* I t would be aosiewhare in the 

I aelgjaaarhoad of 10 percent lo** of reveau* to us, 25*000 to 1 ratio. 

: Fro* those particular wells* 

Q For present purpose*, you are au^aatliig the 35*000 to 1 

jaa-eil ratio on the walla which would be Atflaad aa oi l wells with 

this procedure followed:* A Tea* 

Q ISr. idair* with reference to the next step that you are 

augfeatieg which is the aataaliateant of proration waits, what i s 

your sjagtaatiaa to the Coasiiasisa a* to how fetation units aad 

eaggaptioas thereto eta be obtained without tha- large amateer of | 

bearings nhich are now being r e t r e a t 

A I think the praale* there is that seat of the contracts j 

and asny of tbe walla, pis walla, partlaa*a**ly the newer wells, have 

been drilled and developed on 16c acre baals. On the other hand, 

the testimony that wa have heretofore heard haa bean that one well wi l l 
-ff - that- la true, -than to require a 
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producer to drill mrm than the necessary wells to drain his acreage 

er tc put it mere accurately, to assure his of pitting his share ! 

of pis out of the eosssiou reservoir, would be in our opinion an econ­

omic waste* Therefore, we feel that, the problem can be greatly 

simplified and aany of the exceptions that the Commission is being 

forced to hear at these hearings for the past few months can be 

eliainated by allowing a producer to attribute to any gas well whl<ith 

he has any acreage that he wants to that is contiguous to i t within 

section lines, that the Coaaission could issue an order or an ad­

ministrative order without the necessity of a hearing, allowing such 

e producer to attribute anything up to 640 or anything within sec­

tion lines to such a gas well unless the offset producers after ten 

days9, we* 11 say, written notice protested to the Coaaission and re­

quested a hearing. In other words, it is just a question of where 

the burden is . If you put the burden on the producer whose well 

will drain 640 acres to get waivers froa his offset operators, he 

aay not be able to do i t . On the other hand* aany offset operators 

will not ask for a hearing, but will allow hia to gp ahead and do 

it without a hearing. At least that is our feeling. 

Q Why is it that you are suggesting that approach leaving , 

the 160 acre standard unit as we now have it rather than suggesting 

that we go to 640 acre proration unit? j 

A Aa you pointed out* one of the reasons is that the contracts 

have been written on a basis of 160 acres* the Coaaisslon has al-

ready started out prorating gas on a basis of 160 acre units aad 

aaay of the wells have been drilled on that basis as well as many 

operators have proceeded to get pooling agreements or attempt to i 

î worl̂ -out -their--probl eas.--on^loil-acre basis aa â rasMlfc of thJL, 
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CMNlftslon rules ia effect at tbe present tine* 

Q In ether words, you feel that would require leas adjustaaj&t 

on the basis of proration since January f i r s t than to aove now to 

640 acres? 

h I think i t would require very l i t t l e adjustment in any 

event* and certainly less than going to a 640 proration unit as a 

standard unit. 

;• That leads us to the last suggestion that relates to the 

protection in some manner of the contractual rights requiring a gas 

purchaser to take or pay for a certain aiaisaia amount of gas. I 

wonder i f you would explain to the Coaaission for the record, your 

concern in that regard and why you feel that aoaa protection should 

be given in the proration orders by means of a ainlwus allowable tf© 

protect you against the possibility of loss in that manner. 

A Of course our sain concern is that the aJowable, or gas 

allowable, does not drop below the ainiaua take provisions of our 

contracts. I believe in most of our contracts that is 500.000 cu$U 

feet of gas per day averaged out over the year. Any time that the 

allowable was set at a figure less than that those minimus take 

provisions of our contract would be abrogated in our opinion. There 

are other provisions in our contracts which I think we as producers* 

and a l l producers, are interested in seeing remain in f u l l force and 

affect* Those are the provisions relating to low pmmw* gas. We 

fear, and we have already seen i t suggested, that some deliverability 

factors aay be imposed or adopted which could abrogate the low I 

pressure gas provisions of our contract. At the aement any well 

that wa have that w i l l produce gas against 100 pounds pressure uniier 

-our-contract-, the gas purchaser auat take ̂ --percent of.Jdia_*amiBfc 
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that the well will produce againa¥ 1C^ 

event will he take leas than 500,000 cubic feet of gas par day. *1* 

feel that thla will prevent preamture abandonment of weHs and 

actually prevent waste as well as to protect contractual rights if 

the Cosssission will, by rule, establish what for want of a better 

term X will call a marginal gas well rule, and aay that In either 

its general rules or in each proration ordar which it issues, that 

the ^omission will not sat an allowable leas than 500,000 cubic 

feet of gas per day, nor will it set an allowable leas than what 

that well will produce against one-half of what that well will pro­

duce against 100 pounds pressure, protecting both the alniaua take 

provisions of the contract and the low pressure provisions of the 

contract* That 500,000 cubic feet of gas per day is baaed upon the 

160 acre standard unit* If you had forty acres, it should be re­

duced proportionately. If you had 640,it should be Increased pro­

portionately, provided the well would make i t . 

Q Xou feel that a provision of that kiad would offer you soae 

protection against the possibility of the purchasing companies tak­

ing the position that by setting the allowable below the take or 

pay provision of the contract, the Ccaadasion had abrogated that i 

provision and the purchaser did not have the obligation to pay for 

the gas it did take? * that is correct. 
i 

Q Do you have any other statement that you want to make at I 

this tla* in connection with the recommendations of Texas Pacifist 

A What 1 have suggested is a solution* We do not say that; 

it is the best solution. We do not say it is a perfect solution. 

We do think i t is a good starting point* We would suggest that 

„the producers present carry i t back with thaa and apply it to their 
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W&mrtim, after al l* that is g@iiig~to he the f inal test 

how our n&g$paftieji works when actually applied to each individual 

producer*® wells and esse back here at the next hseriiig. and i f th4y 

have soKethins batter* let thaa pit i t on at that tiae aad we cer­

tainly -would be interested in haariag it* 

Mm CtmaBULt that is all I have fro® Mr* Adair at thia tiaiu 

im» SFOTXStt Are thare any #^aatla«s- of Mr* Adairt 

SR* SfAl&Ti I would like to ask ent qpmtitim*, 

Q Hr* Adair* I would like to clear up am point lor future 

study of the OoaMaaion which we are doing at thla parbliiH&ar tine^ 

and let's aeaosw that you had a allowable on your particular 

well of one nHUan cable feet of F«r <**y» Offsetting you ia 

a well* 1 am actually reading produo%i#3» ffgsirea, that aakes $1 hak* 

rels of oi l for aaata but has. a rati© of two allliati to one, or has 

produced *pyro3il»tely daring that aorta* a l i t t le over 60,366 HOT, 

Vcwld yaa say that that well was getting aare than it»a l a i r or pr^~ 

rata, ahar* of the reservoir energy* 

A I prefer to answer that this way* Hr* Stanley* If ay 

gaatlaaa »rt followed, the well asking 31 barrala of oil per jsatttfe 

would «tito«itically be claaaed aa a pis waH, beoama® it*a ratio is 

more than 100,000 feet of gas per barrel.* And it would be prorate^ 

as a gas well* ftt&t would solve the problem* \ 

mm STAKLST. that i s a l l I warned to Esau** | 

UB* Sffffilifts Anyone alaaf 

A i sight say also in eonjasotion with your ^eation, that 

jsattlag-. en ai loaabla .at a irfXll rm feet a day, ar> %m«t 
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February, one million four X think in Xaagaat, one aillion plug in 

Jalco, does net assure tne producer ef going to market with that gas* 

Ve found in our February production, for exsusple, that although we 

| had an allowable in iangaat of one million four* aad in Jalco of 

one million one* er approximately that* that the average take froa 

I our leasee in the area was 6&6.000* That is baaed on the 160 acre 

unit and based upon nominations now which we have heard froa April* 

if the allowable Is set paying attention solely to those nominations, 

we will be already below our minimum take previsions of our contract* 

Ml. SrtlMIEiU Mr* Hinkle* 

! m, RXBaXSt Clarence Hinkle representing Humble. 

By m* msm 
' Q I would like to ask a question or two. I believe you stated 

that you would like to see the Jalco and Laagaat areas consolidated 

into one and that they would be, you advocate, a limiting ratio on 

the oil wells of 25.000 to 1, is that right? 

A X believe acre accurately I suggested, and I think one is 

a correlary of the other* if you d©nft do one, don*t do the other, 

! X suggested that the Jalco, tangaat area be consolidated and defined 

as an oil and gas pool* And that the oil walls therein be subjected 

to a ga*«oil ratio limitation of, we suggested, tS.OQO. 

Q Would you also take ia the Arrow field in connection with! 

• that? 

A Our study has not shown that the Arrow is part of the Jalco, 

Langmat area. It aay be, Mr* Hinkle* He just haven't gone that far 

with our study. 
1 -Q- •What--asoafc--the Suaont? - • 
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A Jfor have'W~ gaits ~ tfcaiTfar with our stu3y*~*fa nave no" pm» 

pertiesB In Suwmt* 

Q Tour statement thou, is limited to — 

A {Interrupting) fo our own properties where we know a l i t t l e 

something about what we are talking about* We do recognise this, i r * 

Hinkle* i f you threw i t a l l in one peel* that is lament, that the 

vertical Interval in Sumont ia so much different than your vertical 

interval in Langmat and Jalco that we night have some problems-* V|* 

haven't thought that through, 

M* SP88BXE8* Mr* Montgomery. 

Si8fll§fti «̂lA|Mj» KATj3[ PU, 

By m* mmmmt 
Q I f the vertical Halts be defined on the gas and o i l in 

this are®, i f they could be defined, what problems would be involved 

then? 

A Well, you have difficulty in defining, or at least we do< 

We don't know for sure where our o i l la coming from. We think thitt 

is probably true of seat of the wells, that is oU wells in the area. 

Me know where the well was originally completed. But 1 am afraid 

that you would wind up with a number, a large number of small o i l 

fields in a gas pool. We think i t is simpler, we think i t serves 

every purpose that the Commission has in mind, that is in prevention 

of waste and protection of correlative rights to throw the Jalco 

and l&ngsiat areas together and call them an o i l and gas pool* That 

also has historical basis and precedent too,and define the gas wells 

as wells that produce .gas, or define the o i l wells ae subject to 

100,000 to 1 limitation. That is i f I make myself clear there, any 

_ v f l l that produces o i l at a ratio greater than 100,000 to 1 or 
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200,000 to i i f the Cocjaiasion Imposes that, would be a gaa well 

and promted aa a gas wall* Want I have sweated serves this 

pose. I t ia going to permit the producers who have three or four 

wells on a 160 acres, we have quite a few cases Ilka thla oureelf# 

to know whot la going to be as a l l wall aad what is going to be a 

gaa wall*, and i t la gaing to eatMe hla to have mm Idea, about 

what hla plana are in recotaplating and attesepting to gat gas pro­

duction aa wall aa o i l production. 

Q Wat problema would be involved i f the aavtisal limita 

could be defined of the gaa and a l l aoseat 

A I f they t@aM be separated I den*t wm amy problems* But 

the beatlisosy, and undisputed thus far haa lumped them altogether ^a 

the tlalco, Langaat area* 

$ Tbe only problems, wauld bo la the old walla whore you 

couldn't m is aad repair where you have gas, dry gaa sens anil 

o i l aono producing froa the same well bora* Would that be your 

proaias? 

A tea* I earn aae a lot of problem* there that you wuU&n 

have under the aethod that I have e«g§ea*sst* I beHava i f you try 

thaa and apply thera to your properties you will gee the aaas thing* 

2 think the CcMstiL*Mi*M» I certainly know the technical staff of tha 

CeisaiBsion is aware cf the wav tha wells have been eomolet&d ***** 

the datî or' of try lug to rework them to make thaa confor© to any 

vertical, oertaia definite vertical 

MR* SPdilSaf Anyone elea? 

ay m» B P 
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that tha evidence hare clearly shows that oas wall will efficiently, 

affectively aad economically drain 640 acrea, is that right? 

A I don't believe that was eulta i t , Mr* Hinkle. I said 

that the testimony that the Coamisslon had received thus far indi­

cated that* 

Q If that is tbe case, why is that yon would advocate any 

other unit for proration purposes than 64O? 

A I tried to answer that question in response to Mr. Camp­

bell's question. One is, we started out gas proration on 160 acre 

basis. Two, most of the producers have contracted their gas pro* j 

duction en 160 acre unit basis, to be enlarged to 640 acres if the 

acreage is contiguous. The third thing is that many producers in 

obedience to the gas proration rules that have been, already been in 

effect have attempted and actually formed units by pooling or uni­

tization units of 160 acres or lesa. 

Q Isn't it true that those units have not yet been approved 

by the Commission? 

A I don't know about that* 

Q Is there any reason why you can't .just as effectively 

assign acreage to the wells which are already drilled within a 

section and have them set up as standard unit of 640 acres as you 

can take 160 and add to it or i»earrange it? 

A I think that the administrative problems of the Commission 

and also of the gas purchasers as well aa the producers In auditing 

their contracts and producing their gas would be greatly simplified 

by staying on 160 acre standard unit basis. X see- know objection : 

if you wanted to go to 640. 

m.. SIMMs, Jtet .iajUl* 
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MU spmmmi Mr* Keianm* 
RR* KSLAM2I* Jason Kelahin, representing Continental Oii 

Q Mr* Adair, in connection with your reeo»eiidati©R of minij-

mm allowable, is i t your suggantion tbat this Sowsiseioa ©am ; 

Quire a pipe Una company to take loss than tha market demand? 

A So, tout ao long aa this Commlaaion establishes a marginal 

gas well definition which in effect would establish a minimum a l ­

lowable, than the producer aay look to the pipe line purchaaer ior 

payaaat under his contract, 

Q Whether the is produced ®? *»t. la that what you mean? 

A les* sir* 

Q Assuming that your nominations or your market demand f e l l 

below the stinimum ail-owablo* I t is not your recommendation that 

that gpts be produced? 

A Hot produced, absolutely not* 

Q I t is up to the pipe line company to pay for i t whether 

they get i t or not? 

A That is right* Me think those are valuable previsions: 14 

our contract and you do too* I t took us a long time- to work them! 

out. We feel that you share that feeling with us too* 

By m* smMM^ 
Q isn't i t true that the statutes of Terns and the regula­

tions of Oklahoma and Kansas both, I believe, have a minimua allow-

able arrangement for oil? 
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k They do in Texas. I aa net sure of Oklahoma and Kansas. 

They have a ssarginai well statute. 

m* CANPESU.. That Is a l l 

R.B-010SS SIAKIBATI01 

»y ^ i i i s i f i s 

Q May I ask Mr. Adair a questionf Tou aade a raeasawmdatioj&t 

Mr. Adair, with respect to the Oaleo, taagaat aa to a gas-oil ratio 

using as a basis the Terns procedure. We dom*t have any particu­

lar f a r n l with your recommendation, but i f this Gowlaaion issues 

auah a regulation, don't you think that they should incorporate tha 

entire Texas rule rather than just the one part that you equated? 

A what part now are you referring to? 

Q Tou know, that the gas-oil ratio* the definition In 

Taxaa i» cos^osad of two parts, not of one part. Tha f i r s t part, i f 

I sight refresh your taemory. 

A Tou are talking about a definition of a gas well? 

Q That is right. A Sot gaa-oil ratio? 

Q The f i r s t part is pure out and out 100,000 foot and the 

second part is that there are many gas wells that are classified 

whose ratios do not equal 100,000 with respect to the gaseous phase 

in the reservoir which also is a basis for a definition of a gas 

well. Would you be willing or unwilling to insert the whole *ejea$ 

I 
rule here? ! 

4 We haven't given any study at a l l or any thought at a l l , ; 

to the second part of the statute* Just only the f i r s t as applied 

here. By classifying the pool as an o i l and gaa pool, Mr. Salinger. 

I think you get away froa the necessity of that. 

4 -llo^ thei^-are-aitny--gaa-anaV-oll wells In^J^e^saae^JtlelgLJji 
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Taxaa where that elassifleatiaii work.® f o r gaa walls. I t works bath 

on tha baaia af 100*000 cubie feat to one and aJao on tha basis of 

tha gaseous phase i n the raaarvolr* I particularly point out ©aa nf 

tha largest f ie lds i s Carthage where we mm that , but i t ia i n a* 

statute, i t i s i n the ferns rules and regtottem* and 1 mm just 

inquiring whether you had m$ objection to incorporating the entire 

rule rather than just a portion of the rule* 

A I think I would, prefer to defer ssy gmm* on that u n t i l I 

have \md a chance to think about i t . I do mot believe or recall 

; any te*tis*?ay i n the Jalee* Langjsat area that would indicate that 

there waa any f lu ids i n saaeau* stmts i n the reservoir* I aay be 

wrong about that . Star in siad that we are talking hare primarily 

about Jalco aad the langaat area* That I s where owr propertiea art 

located. Of course that i s whera our primary interest l ie** 

Q Of course, Sr. Adair, i f you are talking about just these 

| two f i e l d s , the Oomiaatsm is likewise Stead u l th a similar ruling 

! la the other f i e lds and there may be situations i n these other elaea-

i f i e d f ie lds which you may have to raaavt to the aaaaod part of that 

claaaif i cation* 

A That i s entirely poaeibla* 

Q Kr. Adair* do you fee l that the productive capacity of gaa 

wells axesed the isarket aeatt&dt 

A Qnreatricted production of gas weUa probably dees 

the market demand* 

m . SSLXKSSR* That is a l l , that you. 

WL. SFlfflElSEs Kr* mcey* 
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Q I am not quite sure t M t you want to^ ̂ ttaswej^his^uestion^ 

Did you include the Queen section i n that? 

A les , s i r . 

Q Were you here when we had some testimony on the Falby-Yat^s 

Pool when we created that pool? j 
i 

A No, I was not here. j 

Q The Commission received some evidence to show that the 

bottom hole pressure i n the Queen zone, aad I am grabbing these from 

memory, the bottom hole pressure i n the Queen i n the Falby-Tates was 

about 350 to 400 pounds. The Yates gas section was eight or nine j 
| i 
; hundred pounds. We opened up the entire zone and said that that i s 
i 

j a common reservoir. Don't you think i t would be a l i t t l e wasteful 
i . 
i 

i f an operator was to, say, deepen the Yates gas well, say to get a 
i j 

l i t t l e b i t of o i l out of the Queen i n one well bore? 

A It would be, still if you had a ratio of 100,000 to one,\ 

j i t would be prorated as a gas well. 
i 

Q I agree with you there. 
i 

A And I think i f the owner had o i l under his property he had 

a right to produce i t . 
I 

Q Do you think that the differential i n pressure of 5000 pojands 

represents a common reservoir? 

A I am not qualified t© answer that. 

Q Let me ask you about the contracts, what are the specific 

points in the contracts pertaining to minimum take, take or pay 

provision?. 

A I don't believe I have got the contract with me. I t i s i n 

evidence i n the Jalco ease. You have got i t with the exhibits. 

Q I am sure we do. Here i t i s . 
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A"T3o you'w^ 

Q What I am interested i n mainly; as 1 understand i t , i f thie 

El Paso Natural Gas Company does not take the minimum allowable. 

Tou said i t was 500,000. I think i t i s 550, I may be wrong, but 

nevertheless, i f they don't take i t they have to pay for i t during 

that calendar year, i s that right? Every adjustment i s mad® on a 

calendar year basis? 

A les, I believe that i s r i g h t . They have a right to carry 

over and take i t up i n the following years, but the Commission, by 

setting a minimum allowable of 500,000 for the 160 acre u n i t , auto> 

matieally — 

MR. SPURRIER: Can you speak up? 

A By setting a minimum allowable of 500,000 per standard 16b 

acre unit, you automatically take care of the minimum take provisions 

without bothering with the carry over part of i t . That i s , the carry 

over of the make up provisions of the contract need not be the conj-

cern of the Commission unless i t wants t© make i t i t ' s concern, 

lou are affording the producer f u l l protection when you set the allow­

able at 500,000 or more. 

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

Mr. Montgomery. 

RE-CROSS EXAMINATION 

By MR. MONTGOMERY: 

Q How can the Commission prevent an operator from the ver­

t i c a l l i m i t s of the o i l and gas zone, i f you c a l l the ve r t i c a l l i m i t s 

the same, how i s the Commission going to prevent an operator from 

d r i l l i n g into the dry gas and d r i l l i n g into the o i l section and pri 

venting the dry gas at a pressure of 1,000 going into the o i l section 
ADA D E A R N L E Y & A S S O C I A T E S 

C O U R T REPORTERS 

ROOM 1 0 S - 1 0 6 . EL CORTEZ B L D G . 
P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW M E X I C O 



wfti ch "has~~pr e s sure s — 

A I think that i s the same question Mr. Macey asked. I am 

not qualified to answer that. 

Q The thing I want to point out there i s an o i l zone below 

the gas zone. A In some places. 

Q Then possibly the ver t i c a l l i m i t s of the o i l zone and the 

gas zone can be determined? 

A Possibly. We think the way we have suggested i s a simple^* 

way of handling the problem. We think i t i s a more practical way 

and we think i t also recognizes a method which the wells have been 

completed. 

Q At the present time the v e r t i c a l l i m i t s for the Langmat 

and the Langlie-Mattix Pool are the same and some wells are able to| 

produce quite a b i t of o i l and quite a b i t of gas. I n f a c t , one 

well has ths dry gas section open and the o i l section open and i s 

able to produce f o r t y m i l l i o n cubic feet. I t sold f o r t y m i l l i o n 

and f i v e hundred t h i r t y - f o u r barrels of o i l i n one month. I f we 

continue to have these v e r t i c a l l i m i t s the same, we are not going t|o 

be able to get away from that situation. 

A That sounds l i k e the r a t i o there i s over 100, 100,000 to ]|, 

Isn't i t ? 

Q Well, s l i g h t l y less than 100,000 to 1. j 

A Well, i f our suggestions were followed through, that par-j 

t i c u l a r well would be prorated as an o i l well and gas-oil r a t i o 

l i m i t a t i o n of 25,000 to 1 would be imposed, resulting i n a cut of ' 

the o i l allowable. 

Q Preliminary investigations indicate that t h i s o i l zone, th i s dry 

gas zone can be separated, do you think i t would be warranted to continue 
Z '<- the 
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study to t r y and make the separations? 

A Let me make myself clear. I f i t can be done we see no 

objection i n doing i t . Possibly the solution i s — I don't know 

what the solution i s , but possibly a solution would be to say that 

the Yates and Seven liv e r s formation was an o i l and gas pool. And 

that the Queens formation was an o i l pool. But when you say that 

you immediately are faced with the situation where you have the 

Queens and Seven Sivers both open i n many wells, possibly. What 

we are trying to do and what I think should be done i s to protect I 
i 

the manner and method in which hundreds of these wells have been \ 

d r i l l e d and completed. We don't think that our, we don't pretend ! 
i - ' j 

that our solution i s perfect, but we do think i t Is a good starting 

;place. 

:By MR. POSTER: 

Q Do I understand you to say that i f you define a gas well 

and then define an o i l well, that that would go a long ways toward 

solving our problem? j 

A We think i t would, yes, s i r . 

Q Would you explain to the Commission why you think that isj 

so? 

A We have many instances, I know of other producers also 

who have wells d r i l l e d that we don't know whether they are o i l wells 

or gas wells. We do not know whether they should be prorated or 

produced as o i l wells or gas wells. We have two or three wells 

that are connected to the gas purchaser that he doesn't, the pur­

chaser doesn't know whether to pay us under the dry gas contract 

or under a casinghead gas contract. We think that i t would sim­

p l i f y matters for the producer as well as for the Commission to j 
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establish these rules, to follow the Texas, or one-half at TeastTbf 

the Texas statute and definition of gas wells and say that a l l other 

wells that produce o i l are o i l wells and prorate the® as sueh. That 

in effect, i s what i s taking place right now. We don't think that, 

we don't think there would be too great a change. We hope there 

i s n ' t . I don't think that the Commission wants to disturb, I should 

not think they would want to disturb the way things are going now j 

so long as they can accomplish the aims of gas proration. j 

Q I am not unsympathetic to a l o t of your suggestions, but 

isn't i t true that the classifying of the wells, that i s the definj-

' ing of thi s well as a gas well and t h i s well as an o i l well i s only 

for the purpose the Commission exercising i t ' s regulatory authority 
i 
j i 

| i n prorating that well either as a gas well or as an o i l well. Thjat 

i s about as far as that goes, isn't i t ? 

A That i s possible, yes, s i r . 
i 

j Q I t seems to me, and I think you hare the same idea about 

I this as we have, what we are confronted with, i s that we have an 

i area, whatever the area may be, f i n a l l y determined to be i n which 

you have o i l wells that produce gas, and i n which you have gas wells 

that produce gas but produce no o i l . As far as the record now 

stands, the evidence i s that this gas production, whether i t comes 

from an o i l well or whether i t comes from a gas well, i t i s a l l com­

ing from a common source of supply. The problem, i t seems to me, i s 

that we have to f i n d some eouafcaible or acceptable method of adjusting 

gas production as between the wells that are producing both gas and 

o i l and those wells that produce only gas. Po you see that as 

essentially our problem here? 

A I think what I have suggested̂ ,-> 
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$ Hew-ever- it----may--be-^lved-f • th a t - i s a-problem* 

A I think what I have suggested goes a long way to solve thje 

problem that you have posed. 

Q I think f i r s t — 

A (Interrupting) I realize, of course, Judge Foster, that 

the individual producers are going to have to apply our suggestionjs 

to t h e i r individual properties before they are going to know how ijb 

affects them, and u n t i l such a time as they know how i t affects, j 

J 
they are not going to know whether the problem i s being solved or 

made worse. ! 

Q You mean they are not going to know whether they are for 

i t or against i t ? A That i s r i g h t . | 

Q How i t may affect an individual producer doesn't furnish ] 

any measure of, or basis for determining whether th i s or that f o r ­

mula ought to be adopted, does i t ? 

A Well, I think i t i s extremely Important to the producer. 

Q No doubt about that. j 

A Whether or not the Commission should consider how i t affects 

an individual producer i s something else. j 

Q That i s what I am saying. I t really isn't going to be 

solved on that basis. 

A We have to bear i n mind,at least what I have i n mind, i s 

that the entire gas proration project i s done for one purpose, and 

that i s to prevent waste, and to protect correlative rights. I f we 

go on any other basis, I am not qualified or prepared to talk about 

i t . 

Q I wouldn't know any other basis to put i t on. I think 
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tlie"provision In whatever S&Tega&jv they haveunder"We" statute~Th j 

prorating the pools. They prorate both to prevent waste and pro­

tect correlative r i g h t . One other question I wanted to ask you. 

That i s about the position that you take on the contract rights 

that you say that you have, that i s I aa not clear whether you are 

saying that the Commission doesn't have the power or ju r i s d i c t i o n 

to so prorate t h i s f i e l d as to abrogate those contractual provisions 

or minimum provisions, i s that your position? 
i 

A Ho, s i r , my position Is that the Commission has such power 
| i 

I to abrogate them to prevent waste. But absent waste, we feel thatj 

those provisions of our contract should not be abrogated. 

Q Assuming there i s no waste, i s i t your position that the 

Commission i s without power or jur i s d i c t i o n to so prorate the f i e l d 

as to protect correlative rights, that they can't i n doing that, 

abrogate the minimum take provisions of the contract? 

A I would prefer net to argue the legal question of whether; 

the Commission has authority to prorate gas solely f o r the purpose 

|of protecting correlative rights. i 

Q Well, I am not asking you that question. I am asking 

you whether or not i t i s your position that the Commission can not 

so prorate gas to protect correlative rights only as to abrogate 

the minimum take provisions of your contract? 

A I don't believe the Goraaission can, no. 

Q That i s your position? 

A That i s my position, yes. 

Q I want to get your position. You suggested here a margin­

al well d e f i n i t i o n as being a well that would be permitted to pro­

duce, say, 500,000 cubic feet of gas per day. Did I understand 
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that correctly? A That i s part of i t , 

Q In other words, you would allocate to every proratable gi.s 

well i n a gas pool a minimum allowable of 500,000 eubic feet of 

gas daily? 

A That i s based on a standard 160 acre u n i t . j 

Q Whatever you base i t on. j 

A Go up and down with the size of the acreage. 

Q I am not concerned about that. Svery gas well would be I 

allocated at a minimum of 500,000 cubic feet of gas daily, that i t 

would be permitted to produce, i s that correct? 

| A I t would be permitted to produce that providing the gas was 

used for beneficial gas. j 

Q I am assuming that we don't — 

A (Interrupting) lawful use of the gas. Tes, s i r . 

Q I t i s entirely possible that the marginal wells would take 

up the entire market demand or gas allowable for the pool? 

A That would be every well, though. 

Q I understand each well would — I am saying that i t i s ! 

entirely possible that that would occur? | 

A I think i t already has occurred, based upon the A p r i l 

nominations. 

Q Well, I don't quite follow that. Tou mean now that every 

well i n the f i e l d i s getting less than 500,000 average? 

A I am talking about Jalco and Langmat. 

Q Just take any pool. 

A The nominations i n those two pools, as I understood them 

thi s morning, were less than 500,000 cubie feet of gas per day. 

Q Isn't i t also possible that jthe minimum allowable take 
ADA DEARNLEY & ASSOCIATES 

COURT REPORTERS 

R O O M 1 0 S - I O 6 . E L C O R T E Z B L D G . 

P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 

A L B U Q U E R Q U E . N E W M E X I C O 



from those wells might exceed the market demand for gas? 

A Apparently i t already has. 

Q Apparently already has? A That is what I say. 

Q Then yon would have to qualify the amount of gas that might 

be taken from a gas well to either 500,000 cubic feet or to an 

amount equal to the market demand? 

A Ho, the 500,000 cubic feet of gas per day would be a per­

missive figure at which the producer could produce i f he eould finjd 

a market for i t . 

Q Of course I understand that. I f my question assumes that 

the t o t a l of the marginal wells, the allowable would exceed the mar­

ket demand, how could you then regulate the production from a l l of 

those wells? 
i 

A By setting a minimum allowable of 500,000 cubic feet per 
well. 

Q When you add up a l l the 500,000 you have more gas than yofu 

have market demand. 

A I t i s already more. The producer would have to depend on 

his contract to protect him. The Commission can not do I t . The 

Commission can not force the purchaser to take the gas. 

Q I have lost the stirrup or either one, I don't know which 

We are going to give each well a marginal allowable? 

A That i s r i g h t . 

Q Whether i t i s 5,000 or anything else. Suppose that the 

allowable exceeds the market demand f o r gas for any given period? 

A A l l r i g h t . 

0 How are you then going to regulate the production from the 

i so-called...marginal wells? 
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A Just the way i t has been regulated, l e t the purchaser take 

what he is going to take. That i s a l l he i s going to do anyway. 

Q You have to have some means of l i m i t i n g him to less than 

500,000 for each marginal well i f taking 500,000 would exceed the 

market demand. 

A No, I don't agree with that. 

Q You just l e t him take the 500,000 whether he has the markjst 

for i t or not? 

A No, I am not suggesting that 500,000 cubic feet of gas be 

produced. 
i 

Q I t i s an allowable production that would be assigned to j 

the well? 

A I t i s a permissive allowable that the producer can produce 

i f he has a market for i t . 

Q Then what you are saying i s that i f you didn't have a mar­

ket for i t , then you would have to write i n to the rule a provision 

that even though he had a minimum allowable, that that weuld also 

have to conform to the market demand? 

A Mo. That doesn't serve the purpose at a l l , for which i t i s — 

MR. FOSTER: That i s a l l . ! 

MR. FOSTER: Let me just ask thi s one question. I am talking 

about the exercise of the regulatory functions of the provision, t 

am not talking about the private contractor. Between the producer 

and the purchaser of the gas. 

A I know what you are talking about. 

Q I don't see how you are going to establish a lawful allow­

able for a l l the wells In the f i e l d i n excess of the market demand 
1 

with the possibility' that^fehe- market-demand may be i n excess of the 
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j&inimum allowed and atr the same time not Tjermit gas- to be produced 1 

i 

Jin excess of the market demand, unless you l i m i t also to market de­

mand whether i t i s 500,000 or less. 

A Under your hypothetical situation, i f the allowable was 

limited to the market demand, then the minimum take provisions of 

the contract would be abrogated, that i s what I am tryi n g to prevent. 

Q Then you are saying to me on that basis that i s th© point 

I am t r y i n g to make i s that you are going to permit gas to be taken 

from a well up to the minimum contract provisions whether i t Is more 

or less than the market demand? A That i s correct. 

Q Well, of course you know that i s defined as waste. 

A I f the gas, no, not unless the gas i s actually taken. I 

don't believe that. 

Q I t certainly i s . Any take i n excess of market demand Is 

defined by the statute as waste. 

A We don't share that belief with you. 

I Q lou mean you don't interpret the statute that way? 

A We don't believe the statute says that. 

By MR. SELIN.GER: 

Q May I make an observation here while Mr. Adair i s on the 

stand? The statute i n Section Two states, as used i n this account, 

; "The term waste i n addition to i t ' s ordinary meaning shall include 

E: The production i n t h i s state of natural gas from any gas well ^ r 

i wells, or from any gas pool, i n excess of the reasonable market de­

mand from such source for natural gas of the type produced, or i n j 
i 

excess of the capacity of the gas transportation f a c i l i t i e s f o r 

such type of natural gas". By terminology of the statutes, Mr. 
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production capacity of the gas wells i s i n excess of market demand, 

has admitted by his own definition that there i s waste now. 

A Wo, you misinterpreted what I said. We can go back and 

have the reporter, George, read my answer to your question, but 

what I said was t h i s , you asked me i f and what my answer was that 

the unrestricted production from gas wells i n lea County probably 

exceeded market demand. In my opinion i t would. But i n the s i t u ­

ation that I have been talking about and the situation that Judge 

Foster mentioned, there would be no waste because there would be no 
j 

production i n excess of what the purchaser wanted. Absent produc-j 
j 

t i o n there can be no waste. 

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

By MR. YOST: 

Q In order to get an exception to a proration unit, you think 

that the producer should show any particular grounds therefor, or 

is i t just given under the automatic, under the circumstances that 

you have outlined? 

A We are assuming that the acreage i s known to be productivje. 

That i s the entire acreage that essential to attribute to the well 

and i f he is not, well some of the offset operators are going to 

object and you are going to have a hearing. 

Q Do you have to show any particular grounds that would re­

sult i n confiscation of property or be detrimental to correlative 

rights? 

A I think that when you recognize that the well w i l l drain 

640 acres, that i s as far as you have to go. The only reason for 

staying on 160 acre i s one of convenience and because we started 

-out-en that basis. 
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MR. YOST: That i s a l l . 

MR. SPURRIER: Auy other questions? 

By MR. STANLEY: 

Q Don't you mean i f you did assign a minimum allowable to 

500,000 per day and the transporter did not take that amount of ga&, 

l e t ' s make a hypothetical case out of i t , he would only take 300,0<{)Q, 

you could carry your overage into the next month and carry i t 

from one month to another u n t i l you come to the winter months, i t 

i s where your demand was great, then you could abolish your overage 

at that particular time? 

A I t probably eould be worked out at that time, that i s correct, 

MR. SPURRIER: Anyone else? Mr. Macey. 

By MR. MACEY: 

Q Mr. Adair, I think I understand your problem, but I would 

l i k e to know i f I have interpreted your ideas correctly. Suppose 

the market demand, I am talking about 160 acre units, suppose the 

market demand for a unit was 250,000 to 1, 250,000 for every one 

un i t . When assigned an allowable 500,000 cubic feet for that unit, 

the pipe l i n e company i s not required necessarily to take that 

500,000, is he? 

A No, he certainly i s not. He i s required under the contract 

to pay for i t even I f he doesn't take i t . 

Q Couldn't he take under that condition, couldn't he take 

500,000 from your neighbors well and leave yours a l l shut i n during 

the month? A He can do that now. 

Q Suppose you rock along over a considerable length of time| 

and you build up a considerable underage you have under pro­

duced your well completely, yet your neighbor has sat there and 
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produced his well at the normal allowable, he i s not going to get 

paid for any make up gas, i s he? A Ho. 

Q But you are? A That i s correct. 

Q And yet a l l that time his well has been produced and i f 

that i s a common reservoir he theoretically could be taking gas out 

from underneath your property? 

A Except that I would be paid f or my gas whether he took i t 

or not. 

Q I agree with you there. The point I am getting at i s that 

an operator under your problem doesn't have any protection as to 

gas which i s i n place under his property, does he? 

A I don't think he has any now, B i l l . Let me give you a hy­

pothetical example. This i s rather a strained one. Let*s take a 

two well gas f i e l d just to make i t simple, we w i l l say that purchaser 

X is connected on to one of the wells and purchaser T i s connected 

to the other. Purchaser X nominates on the basis of 500,000 cubic 
! 

feet per day for the month of A p r i l , we'll say, and purchaser Y 

nominates on a mi l l i o n feet. You are going to set the allowable, 

i f you just pay attention solely to those nominations, at a figure 

that w i l l average 750,000 cubic feet for the two wells. Which i s 

more than purchaser X wants and not as much as purchaser Y wants. 

Purchaser X may or may not take the f u l l 750,000, purchaser Y may 

take i t a l l . The fact that you make the nominations, the fact that 

you set the allowable, doesn't assure the producer of going tonar-

ket with his gas at a l l . The only thing that assures him of going to 

market i s his contract, and that i s what we are trying to protect. 

For example, i n February the allowables i n Langmat, for example, were 

more^ than twice what was ao^ or the 
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purchasers !Yom~our wells". 

Q Let's carry your case a l i t t l e further, suppose we ran thsft 

sane situation over a long period of time and the well with the 

smaller, that i s connected to the purchaser who only wants to take 

a half a m i l l i o n , that well builds up a tremendous underage. He 

has not taken, the purchaser hasn't taken that gas and he has been 

allocated 750,000, binds up a great amount. 

A I don't know of any way you can force him to do except 

possibly through some sort of ratable take order. I don't know 

how you can force a purchaser to take gas that he doesn't want. 

Q That i s what I am getting at, i f that well builds up a 

large underage and over month by month the allowable assigned the 

other well i n the pool connected to the purchaser who wants to take 

a m i l l i o n , his allowable w i l l be cut back to the extent that he can't 

get enough gas out of that well. He has to get i t somewhere and the 

only other place he can get i t i s through an interchange through 

pipe l i n e . 

A I don't know how those work. You get into PPG and other 

things when you run into interchanges of gas. They have interchanges 

of o i l as we know. I don't know how i t works out i n gas. 

Q I don't either. 
i 

i 

A There i s no easy, there i s no easy, no simple solution to 

the problem you pose or to any of them. I n the f i n a l analysis, thje 

producer has to f a l l back on the terms of his contract to Insure his 

going to market with his gas, or either that or being paid for i t . 

MR. SPURRIIR: Anyone else have a question of Mr. Adair? ! 

I f not, the witness may be excused. We w i l l take a recess. i 
(Witness excused,} 
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MR. SPURRIER: The meeting w i l l come to order, Mr. Campbell. 

MR. CAMPBELL: I f the Commission please, i t i s our understand 

ing that a number of operators want to produce evidence i n connection 

with this Case 673, and eertainly that i s the purpose of the case. 

In a l l likelihood the Commission w i l l continue the case u n t i l next 

month's hearing for the purpose of allowing these people to pro­

duce their evidence. We would l i k e to suggest t h i s p o s s i b i l i t y tha[t 

the Commission, i n proceeding on t h i s case, follow a definite l i n e of 

attack. In other words, that we f i r s t introduce, receive evidence 

with reference to pool delineations and we receive evidence i n con­

nection with the definition of a gas well i f the Commission wishes 

|to, the gas-oil r a t i o limitations on o i l wells, the establishment 

of proration units and exceptions thereto and then t h i s contractual 

question so that everybody w i l l know the order In which these things 

w i l l be presented. In the l i g h t of that, Mr. Russell Is going to 

offer at t h i s time some evidence relating to pool delineation from 

Case 582 with one exception, a l l of these exhibits refer to pool 
i 

jdelineation. We are offering them at t h i s time so that other operk-

j tors and the Commission w i l l know those exhibits which we intend to 

I use i n th i s case. The witnesses that were available i n that case are 

available now and w i l l be available at next months' hearing for any­

one interested i n t h i s . We are following t h i s procedure, hoping 

that i t w i l l shorten the hearing i n t h i s case. Mr. Russell i s going 

to offer the exhibits by number and by description. 

MR. SPURRIIR: Before I forget, do you move for a continuation 

to April 15, or next month? 
MR. CAMPBELL: Tes, I think we should have a continuation unj-

i 
L _ t i l next month, I think everyone w i l l have 3 deas they want to thresh 
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_Out^and„evi ff ertce they want to present at the next hearing. ( 

Ml. TOST; In your statement of these matters on which we should 

hear evidence, we feel that i t i s basic i n connection with t h i s mas­

ter that we hear evidence on the question ©f waste and correlative 

rights. 

MR. CAMPBELL: I am sorry I neglected to mention that one. 

Fi r s t , the delineation of pools and then abuse of correlative rights 

and prevention of waste. 

MR. DAVIS: May 1 ask Mr. Campbell a question? Qullman Davie. 

I t has been our opinion that i n considering these, or re-opening 

these pool cases that i t might be advisable for the Commission to 

actually make a determination as to pool delineation before we are 

tempted to get Into the pool rules or allocation formula. There may 

be ideas one way or the other that would affect your thoughts on 

the allocation formula i f you knew th® pool delineation. 

: MB. CAMPBELL: So far as Texas Pacific i s concerned, I am sure 

we concur i n that. I doubt that anybody can properly appraise 

their situation unless they know f i r s t what the def i n i t i o n of the 

pool i s going to be. I think that i s the reason the statute i s 

written l i k e i t i s . 

MR. KELLAHIN: I f the Commission please. Jason Kellahin repre­

senting Samedan Oil Corporation and Continental Oil Company. We as­

cribe to Mr. Campbell's motion that the case be held open for the j 

[April hearing. However i n outlining his order of procedure, I would 

l i k e to state i n behalf of Samedan that we have some brie f testlmonjv 

t o present at t h i s time on waste and we would l i k e the opportunity 

to present i t today, because we may not have the witness available j 

next month. I t w i l l only take about twenty minutes. ! 
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Ml. CAMPBELL? We havemr o t r j a c t i o i i ^ l t " i s ~ eistif^ty-u~p~tO 

the Commission. I was just hoping that maybe next month we could 

procedure i n thefashicn that everybody would be aware of at that 

time. 

MR. HINKLE: I would l i k e to know what the status of the 

record i s at the present time i n connection with Case 673. That j 

i s to say whether cr not a l l of the evidence heretofore introduced 

i n connection with these orders leading up to the proration of the 

gas i n the Jalco, Langmat, Eumont, Arrow f i e l d s and also i n connec­

tion with rehearing of ease 5#2 are to be considered as a part of i 

the record i n t h i s case. 

MR. SPURRIER: They haven't been introduced, so we can't 

consider them yet. 

MR. HINKLE; Was i t your idea to introduce parts of the record 

in case 5&2? 

MS. RUSSELL: Yes. Leaving ©ut things that were not pertinent 

to this hearing,in our opinion. 

MR. HINKLE; I would l i k e to make a motion that a l l of the 

evidence heretofore introduced i n connection with the orders that 

have heretofore been entered i n connection with the Jalco, Langmati, 

Jalco, Langmat, Eumont, Arrow Pools be incorporated and considered 

as a part of the record i n Case Number 673. 

MR. CAMPBELL: You are just talking about the evidence? 

MR. HINKLE: A l l the evidence leading up to proration orders 

i n these specific cases. 

MR. YOST: In what cases? 

MR. HINKLE: In the cases providing for the orders i n the, 

provided for i n the Jaleo, Langmat, Eumont and Arrow f i e l d s . 
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MR, TOST: Can you specify the cases? 

MR. HINKLE: I don't have the numbers right now. 

MR. DAVIS; I am a l i t t l e b i t confused by Mr. Hinkle«s re­

quest. Does he mean the entire record put i n cases 5$2, three, 

four and on down? 

MR. SPURRIER: I don't know. Is that what you mean? From 5̂ 2? 

MR. HINKLE: That i s r i g h t . 582. 

MR. DAVIS: That was the f i r s t case, the Jalco 582. 

MR. SELINGER: Case 5̂ 2 to 5^9. 

MR. TOST: Do those cases, do they come within the scope of 

the notice of this hearing? 

MR. SELINGER: Not a l l of them, no. 

j MR. HINKLE; Tour notice i n t h i s hearing as I understand i t , 
j ; 

! that some of the other f i e l d s might not be affected. I think i t 

| ought to be limited to those cases that are specified i n this par-
i 

! t i c u l a r hearing. 

MR. DAVIS: In Case Number 673 we are only considering the 

Jalco, Langmat, Eumont and Arrow Pool. For the reasons that I have 

| stated awhile ago, ;e would l i k e to have a f i n a l determination of 

! the pool delineation by the Commission before we introduce or chanjge 

; our testimony as to the proper allocation formula. We naturally | 

oppose any request of anyone to simply carry over a l l evidence and̂  

a l l testimony introduced even i n these four cases into Case 673, 

because our testimony there might not be the same i f we have a 

single or two pools out of the four. j 

MR. SPURRIER; The Commission w i l l sustain Mr. Davis objection. 

As we go along, testimony can be introduced or offered, but to make 

LJiblanket offer_of a l l the testimony f the Commission w i l l sustain_ 
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Mr, Davis. 

ME, FOSTER; Mr. Chairman. 

MR. SPURRIER: Mr. Foster. 

MR. FOSTER: I would l i k e for the Commission to be considerate 

of the matter, ©ne of the principal objections i n the Texas Pacific 

case was that there just wasn't any evidence i n the record for anyf 

thing. They went back i n detail to a l o t of different hearings, 

gave the case numbers and the order numbers and then said, *Well, 

there just never was any testimony here to support any of t h i s * . 

He went back there to Case Number 200 or something. I don't remember 

a l l of those numbers. Then we came i n Case 5#2 and put on a l o t of 

testimony which I think i s very pertinent here to Case Number 673 • 

MR. CAMPBELL: We are going to offer that. 

MR. SPURRIER: That i s the point I am trying to make. Let's 

take i t i n as i t i s offered without saying a l l the testimony. 

MR. FOSTER: That way you just leave i t up to Mr. Campbell to 

put i n there what he wants i n . 

MR. SPURRIER: You can offer yours. 

MR. FOSTER; I don't have any independant recollection of a3|l 

the testimony that went i n there. I can't see any reason why a l l 

of the testimony that was offered i n 582 insofar as i t i s material 

here to the 673 shouldn't be received by the Commission just on a j 

general offer of i t . I can't see where that violates anybody's 

righ t s , or I can't see where i t i s prejudicial to anybody. I f i t 

i s there, i t i s there and you can take i t and look at i t and put Up 

whatever argument you want, based on i t . This i s not a court. 

MR. YOST: Maybe I could explain our thoughts on i t . Case j 

582j there was objection to the form of the notice and so fo r t h aijid 
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that we were going outside the scope of the hearing to receive cer­

t a i n evidence. We have now called a new hearing to reconsider a l l 

matter regarding gas prorationing i n these four pools. The offer 

was to put i n a l l the records and the prior proceedings In several 

cases into the record i n t h i s case. To that we had an objection. 

The parties present here aay not have participated i n a l l those 

hearings, may not have had an opportunity to cross examine witnesses, 

and we feel that by over-ruling that objection we would be jeopardiz­

ing the record i n t h i s case. We are going to do everything we can 

to get the record i n t h i s case. We would l i k e very much for the 

relevant testimony i n Case 5&2 presented by a l l sides be made a pajrt 
i 

of the record i n the case, but as long as there i s objection to i t | 

we don't feel l i k e I t would be safe to do so. | 

MR. FOSTER: I don*t see how anybody could complain about i t . 

MR. SPURRIIR: Somebody did. 

MR. DAVIS: Since I complained, suppose I answer your question. 

MR. FOSTER: Let me ask him and then I w i l l get to you. These 

rulings here before t h i s Commission are more or less arbitrary. I f 

you don't see f i t to permit us to put Into t h i s record a l l of the 

record i n 582, there i s no place we can go to explain shut i t . 

That, likewise applies to Quilman*s objection. 

MR. YOST: The Commission has no objection to the records of 5̂ 2 

being made a part of the record i n th i s case providing nobody objects. 

MR. FOSTER: Why be arbitrary as to kick i t out because some­

body might kick i t out, because i t might do something to them. 

That i s the point I am making. For whatever i t i s worth, i t 

seems to me i t ought to be i n the record. Whether somebody objects 
j 
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hurt him. I f i t don't apply,^Tt ^ust^ac^nTtr^aisp^x.—If UtwHbp—] 
i 

something i n there that isn't material, i t can't hurt him, I can't 

see the objection to putting a l l the previous testimony i n from 58*. 

I had intended i f Mr. Hinkle hadn't made the motion, to make the 

motion myself. I think the record ought to be complete. Whether 

anybody has had a chance to cross examine the witnesses or not, they 

had a chance when the witnesses were here and i f they are s t i l l here, 

i f they aren't satisfied, they can re c a l l them and re-eross examine 

them i f they wish. I don't think that i s a good procedure. 

MR. SPURRIER: Mr. Davis. 

MR. DAVIS: Tou ready for me now? 

MR. FOSTER: I am ready for you. 

MR. DAVIS: Judge, I am not objecting to Phil l i p ' s introduc­

ing any part of the i r testimony. As I r e c a l l , you had very l i t t l e 

i n these cases except f or statements, but what I am objecting to 

is someone else putting any testimony that we offered into these cases 

which are t o t a l l y different from Case 582. We may or may not want 

to put or propose the same allocation formula. We have offered 

testimony supporting an allocation formula based on the Langmat anjd 

Eumont Pool. We may or may not want to follow the same procedure, 

depending on pool delineation. We are not interested i n having a l l 

of your testimony simply transposed over to t h i s record without j 
i 

our own offe r , ! 
i 

! MR, FOSTER: I f what you put i n before just doesn't apply j 
under the facts, I don't see how you are hurt, I 

i 

! MR. DAVIS: If they apply under the faets, if they do, I \ 

shall ask that th® Commission Incorporate our record into this 

j case. 
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MR. KltAiffMi Samadan- OilHSerperatioi^we were t ^ 

Objectors to Case 582 and the basis of our objection was that we 

were without notice or opportunity to be heard. We d© feel at th i s 

time that the Commission i s following the proper procedure. We hav^ 

Uhe opportunity of cross examination, we have had notice, for that i 

:*eason I would l i k e to state now that we withdraw any objection, 

we have no objection to the introduction of the reeord i n Case 582 

in t h i s case. 

MR. SPURRIIR: Judge Foster, do you want to offer your test i - i 

jnony i n 582 i n this case? 
i 

| MR. FOSTER: I do. But I think a l l of the other testimony 

Ought to go i n too. I don't think we ought to jus t , I don't think 

(the Commission ought to be placed just at the merey of somebody tha/t 

joffered the testimony and wants te re-offer i t here at this time. 

II think you ought to have the benefit of whoever has come here and | 

t e s t i f i e d — and certainly t h i s Commission i s i n t e l l i g e n t enough j 

ito distinguish between what i s relevant and material and what i s n ' t . 

I 

| MR. WALKER: Don't you think we are going to take that into 

consideration when we read the record? j 
i I 

| MR. FOSTER: I t isn't i n there. j 

MR. TOST: Would you have any objection to i t s being placed ; 
t 

In evidence providing you had an opportunity to explain any part of 

the past transcripts? 

MR. DAVIS: With the understanding as to any part of our 

testimonies introduced i n 673• 

MR. ADAIR: Off the record. 

{Discussion o f f the record.) 

MR. FOSTER: I move that a l l of 5#2 be placed i n 673. 
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HR. WOODWARDS "We wouldT.ike to Sp@ak on t M ^ W 

of i t and further make a statement with regard to our understanding 

of the use to which the record i n past cases can be put. I t i s our 

understanding that that record doesn't belong with anyone, not even 

the people that t e s t i f y , that i s a matter of record. I f the Com­

mission finds i t of probative value, i t i s up to them to pass on 

whether they w i l l admit i t i n a general hearing or not. I t should 

not be controlled by any body other than the Commission i t s e l f . As 

a practical matter here, the only difference i s that, that i n order 

to get a l l of the relevant and valuable information I n , somebody hks 

to s i t down and screen a l l the records come f o r t h , introduce portions 
i 

of them. The alternative i s to introduce the records, the material 

irrelevant portions, or those which have no probative value can be 

ignored, those that have some value are i n the record, or i f neces­

sary are available to the Commission for supporting any action that 

i t takes. I t i s d i f f i c u l t to go through there and screen out every­

thing that may relate to some action the Commission may want to take. 

Put i t another way, you heard a l o t of testimony, your judgment w i l l 

be affected by i t , but i f you t r y to go back and see what portions 

of the record you are basing that judgment on, i t would require you 

to brain wash yourself of everything that does not appear i n that 
I 

record. There i s no necessity of taking on that burden. We see 

no possible objection or prejudice. The Commission, incidently, 

has the power to c a l l some of these witnesses i f somebody wants to 

cross examine them. There i s no notion that the proponent owns 

his testimony or the portion of the record. 

MR. SPURRIER: Mr. Davis. 
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675~iM aneircase. I-denH^lselieve that^4he Comml nsinn__^ee^s^jte_ 

hay© authority. I f they want to introduce the testimony i n these 

other cases, I don't have objection so long as my rights of taking 

that part of the testimony i n the Langmat and Eumont Pools out i n ­

sofar as i t i s inapplicable to our condition. Case 673 i s a new 

case. You don't go i n and pul l a l l the records that may have been 

introduced before t h i s Commission i n every case that has been held 

out here to support 673* i 

KR. SPURRIER: Mr. Girand. j 

MR. GIRAND: I f the Commission please, W. D. Girand on behalf 
i 

i 

of Metex. I was only interested i n the Eumont pool during the many; 

hearings covering the nine pools ©r delineated pools. 1 have been 

here i n the hearing room during the 5$2 procedure. I did not take 

any part i n i t because I necessarily did not want to be bound by 

what went on i n that hearing. We are now confronted with the fact 

that i n Case 673 they propose to offer i n evidence exhibits and tes­

timony that was pinpointed to the Jalco area and have i t apply to 

four different areas. We feel that the Commission can only consider 

i t i n regard to the Jalco area and not to the Eumont or any of the 

other pools. We object to i t s being offered insofar as i t affects 

the Eumont Pool. ! 

MR. CAMPBELL; I f the Commission please, there i s not an lota 

of evidence i n that case that affects the Eumont Pool. 

Ml. GIRAND: That i s correct. I f i t i s adopted that a four-

pool hearing, unless i t i s pinpointed to apply to Jalco, we object. 

MR. CAMPBELL: I t must be limited. 

MR. POSTER: There i s nothing i n there that bothers him, why 

is he objecting? 
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Jfll^- £PUR£IrI&^^fe w i l l cog-

aider a l l the evidence up to t h i s point i n 582 for t h i s case. I 

mean we w i l l accept i t . Mow, Mr. Davis and everybody else f o r thafi 

matter, has the absolute right to get up at any time and object to 

whatever they want to, and at that time we w i l l decide on the motion. 

MR. CAMPBELL: That takes care of Mr. Russell's problem. 

MR. RUSSELL: Did you have a question? 

MR. SPURRIER; I wondered i f you had anything further, 

MR. RUSSELL: Did Mr. Campbell answer i t satisfactorily? 

MR. SPURRIER: He did. Did you have some testimony at thi s 

time? 

MR. CAMPBELL: With t h i s record from 5§2 i n the ease for 

present purposes, we are going to conclude,we may want to offer some 

testimony at the next month's hearing i f the case i s continued i n 

connection with the other testimony offered here. 

MR. SPURRIER: Mr. Kelahin, you have some testimony? 

MR. KELAHIN: Yes, s i r . 

G. E. TRIMBLE 

having f i r s t bean duly sworn, t e s t i f i e d as follows; 

DIRECT EXAMINATION 

By MR. KELAHIN: 

Q Wi l l you state your name, please? 

A G. E. Trimble, j 

Q By whom employed? A Samadan Oil Corporation. 

Q What position? A Petroleum engineer. \ 

Q Have you t e s t i f i e d before t h i s Commission before and been 

qualified as an expert i n petroleum engineering? j 

A I have. 
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MR. KELAHIN; Ar© the witness's qualifications acceptable 

to the Commission? 

MR. SPURRIER: They have and they are. 

Q Mr.Tr'rrble, In connection with your duties with the Same-

I dan Oil Corporation, are you familiar with a well designated as 
j 
I Sama&an Hughes B Well Number 1? A I am. 
i 

Q Are you familiar with a well offsetting that designated as 

Gulf Janda G? 

A I am to the extent of the available data. 

Q Have you prepared a plat showing the location of those 

two wells? A I have. 

Q Would you mark that as Samedan*s Exhibit Number 1. 

(Marked Exhibit Number 1.) 

Q Would you state b r i e f l y to the Commission what that plat 

shows? 
I 

j A This plat shows a portion of the Langmat gas pool i n Lea 

County, New Mexico, particulary with respect to Section 24, 23, 

36, Section 19, 23, 37. In 19, 23, 37 the Samedan ©il Corpora­

ti o n has a gas well located i n the northwest one-quarter of the 

Section. In Section 24, 23, 36 the Gulf Oil Corporation has a gas 

|well located i n tha northeast one-quarter of that seetion. This > 

would make the wells offsetting wells. 

Q Tell us what the color refle c t s . | 

\ A The color red indicates or shows the Samedan Well, the 

color yellow shows the well owned by Gulf Oil Corporation. 

Q Are those wells connected with any gas pipe line f a c i l i t i e s ? 

A They are. 

| _Q__D_o__you. know wha t f a r H i £ y iA&t^ J-ia? 
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A TOe Samedan well i s "cenneetlad^only to the f a c i l i t i e s and 

transmission system of the 11 Paso Natural Qas Company, The Gulf 

Oil Corporation, the Janda G-1 i s connected to El Paso and i t also 

l has another, what might be termed, a connection. I t i s ti e d Into 

| what i s commonly known as Gulf's, the gas l i f t transmission system, 

Q Have you compiled any data on the completion and casing 

| program of those two wells? A I have, 

j Q Would you mark that as Samedan Exhibit 2? 

(Marked Exhibit 2.) 

A The Samedan Hughes B Well Number 1 was completed 7-25-4$, 

; elevation of 332? feet, 5i inch casing was set at 2755 feet, the 

t o t a l depth was 3350 feet. The gas pays were 2800 t© 2890 feet, 2940 

to 3080 feet and 3280 to 3350 feet. The Gulf Janda "G* Well Number 

One was completed i n 6-2-48 with an elevation 3355 feet, 5 i inch 

! casing set at 2816 feet, a t o t a l depth of 3352 feet. Gas pays as 

I submitted to the Commission were as follows? 2870 to 2945, 3010 t j 

| 3130, 3155 to 3240, and 3275 to 3315. 

Q Does that exhibit reflect that both wells are producing 

from the same formations? 

| A The Commission records for the Gulf well show the well to 

be producing from the Xates and Seven l i v e r s sections. The log on 

our well indicates that the well i s also producing from the Tates 

and Seven Rivers sections. 

Q What pool, desiganted pool are those wells located in? 

A At the present time t h i s Is known as the Langmat Pool. j 

Q Have you compiled any data on gas withdrawals from those 

two wells? A I have. j 
i 

Q Would you mark that as Samedan Exhibit Number 3? | 
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(Marked Samedan Exhibit Number 3 fer i d e h t l f ieatloiiTT 

Q Would you state b r i e f l y to the Commission what that ex­

h i b i t reflects? 

A Before I do that I would l i k e to say t h i s , that the t e s t i ­

mony that I am about to give from here on i n i s i n no way to be 

taken as a criticism of the operating procedures of the Gulf Oil 

Corporation. I t i s only to show that waste i s present, that correl­

ative rights are not being protected and that the waste and the pro­

tection of correlative rights w i l l give the Commission a means by 

which they both may be reduced to a minimum, or completely eliminated. 

Q Before you start commenting on that exhibit, what i s the 

source of those figures, Mr. Trimble? 

A The Samedan well, the Hughes *B* 1-G, the source of these 

figures have been taken from the monthly gas report which we f i l e d 

with the Commission. On a pressure basis of 15.025 p.s.i, I 

have another well i n the Gulf Janda BG B 1, the source of these 

figures were taken from the records of the Gulf Oil Corporation i n 

Ft. Worth, Texas, were on a 15.025 p.s.i. pressure base. Prior to 

that time I had compiled the production data for the u l f well from 

their dry gas reports and with the exception of a minor percentage 

deviation, the figures compared, or agreed. 

Q Does that exhibit show the production figures for another 

well than the two you have mentioned? j 

A I t does. Another well i s placed on here. 

Q For what purpose did you place that on there? 

A This well i s the Continental Stevens B-18 Well Number 2 

which i s indicated on the plat as the north offset to the Samedan 

well. The purpose for which t h i s was placed on the data sheet Is 
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f o r t h i s reason. Originally Samedan negotiated a contract with tfie 

11 Paso Natural Gas Company and the acreage i n this contract was 

40 aeres even though we were producing from 160 acre u n i t . There­

fore, we had no basis on which to compare production from the Gulf 

well sinee the El Paso contract with Gulf was on the basis of 160 

acres. Therefore, we f e l t i t best to select a well which offsets 

not only our own, but offsets the Gulf well to the northeast. The 

Continental Stevens well i s the outlet for gas from t h i s well i s 

to the El Paso Natural Gas Company only, and since i t does have a 

160 acreage stipulation i n the contract, the withdrawals from this 

well could be compared to the withdrawals from the Gulf J&nda G-1. 

In November of 1952 we renegotiated our contract with the El Paso 

Natural Gas Company. Our acreage was increased from 40 to 100 aeries. 

Therefore, we are not going to bring the last two months of 1952 i n , 

but we are going to state that during the year 1953 our acreage, our 

160 acreage allocation i n the 11 Paso contract was the same as 

that of the Gulf O i l Corporation so that we, therefore, could com­

pare withdrawals on an equal basis. 

Q What does that exhibit reflect i n the way of withdrawal? 

A In the t o t a l year, 1953, the Samedan Oil Corporation sold 

280,423 MCF to the El Paso Natural Gas Company. The Gulf Janda G-1 

for the year 1953 produced a t o t a l of 891,501 MCF. 

Q Tou stated that Samedan sold to 11 Pas© the amount you 

quoted. Was that the t o t a l production from that well? 
i 

A That i s correct, that i s the t o t a l production from that well. 
i 

Q Have you anything further to add to that? 

A les, I do. To j u s t i f y the statement that correlative 
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necessary to" shew~that"lliequi table" wlt̂ drawi±ir7~tlu*l those with­

drawals would be, what I might say i s t h i s , that the production from 

the Gulf well was affecting, or indicated communication i n our well 

which would mean that the acreage under the Samedan well was being 

drained as a result of these unequitable withdrawals, 

Q Have you made a study of the bottom hole pressures of each 

of the wells involved? A I have. 

ME. KZT..A~TN: Would you mark that as Samedan1 s Exhibit Number 4. 

(Marked Samedan's Exhibit Number 4 for identification.) 

A I would l i k e to say that t h i s exhibit marked •Comparison 

of Static Bottom Hole Pressures", I would l i k e to say that these 

bottom hole pressures were calculated from the shut i n pressures 

as submitted to the Commission office and theoretically they may hk 

c r i t i c i z e d sinee, I mean a bomb wasn't actually run to the bottom of 

the hole and a formula was used which took i n the surface pressure 

and from t h i s formula the bottom hole pressure was calculated. 

This formula was taken from the Spanghang book and I don't have th£ 

formula with me, but i t i s available i n the handbook. Previous 

experience, why this formula f a i r l y well w i l l agree with actual bottom 

j hole pressure bomb tests. 

Q Does that r e f l e c t a regular decline — 

A (Interrupting) I t does. I have plotted t h i s on a — 

(Marked Samedan's Exhibit Number 5 for identification.) 

i Q What does Exhibit 5 reflect? 

A Exhibit 5 i s a curve showing s t a t i c bottom hole pressure, 

p.s.i. versus time and years. On th i s exhibit the static bottom 

hole pressure i s calculated i n Exhibit Four, i s plotted for both the 

I Samedan well and the Gulf well. Even though that Samedan was on a 
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40 acre y what might -be—said- allocated unity-and Gulf was on arifc6e~ 

allocated u n i t ; the t o t a l cumulative production from the Samedan 

j well from I t s completion date to January 1st, 1953 was 579,988 MCF, 

j the t o t a l production from the Gulf well from i t s completion date wjas 

! 2,874,017 MCF. 

j Q In your opinion, does that r e f l e c t that there i s communic|a-
1 

I tio n between the two wells? 

A In my opinion th i s reflects that a well on 160 acres i s 

capable cf draining far more than that 160 acres and that t h i s pro­

duction data i n my opinion shows that excessive withdrawals from 

the Gulf well has de f i n i t e l y reflected withdrawals from under the 

Samedan 160 acres. 

Q Or i n other words, there has been drainage of the Samedan 

lease? A That is correct. 

MR. KELAHIN; I offer i n evidence Samedan's Exhibits one through 

fi v e inclusive. 

MR. SPURRIER: Is there objection? 

MR. CAMPBELL: I f the Commission please, f o r the present purj-

pose of the record, we would l i k e to have the record show objection 

to t h i s evidence upon the ground that i t does not constitute evidence 

of waste, upon the further ground that statutes do not authorize tne 

Oil Conservation Commission t© prorate gas l i f t gas inasmuch as l t | 

i s not delivered to a gas transportation f a c i l i t y . j 

MR. KELAHIN; I f the Commission please, we do not agree withj 

Texas and Pacific's position that the Commission can not prorate 

for the purposes of protecting correlative r i g h t . On the basis of 

the testimony offered up to now we propose to show waste. I f the 

counsel w i l l reserve his objection u n t i l we have completed, I feel 
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sure he w i l l - see our position* 

A During the year 1953-*-

HR« CAMPBELL: I w i l l withhold my evidence u n t i l he has com­

pleted . 

MR. KELAHIN: Tou prefer I withdraw the introduction of the 

Exhibits? 

MR. CAMPBELL: I don't care. 

MR. SPURRIER: We w i l l note the objection and the Exhibits 

w i l l be admitted. 

Q The testimony you have given up to the present time, Mr. j 

• 
Trimble, indicates that correlative rights have been effected. Do 

you have any further evidence which would show that the excessive 
i 

gas withdrawals from the Gulf Janda "G8 well had resulted i n waste;? 

A I do. As heretofore pointed out, I stated that the pro­

duction from the Gulf well was going both to the I I Paso Natural 

Gas Company and to what Gulf calls their Teague transmission 

system. I have taken the C115 as submitted.to the Commission by 
i 

the Gulf Oil Corporation for December 1953 to determine what happejns 

to t h i s gas after i t goes into the Teague transmission system. I have 

some leases here I am not positive that they are a l l the leases, 

but I think there are enough leases here to i l l u s t r a t e that waste 

i s occurring as a result of the gas l i f t gas. On the LaMunyon 

lease, they show wells 6, 7, 8, 9, 10 and 12. Said a l l wells gas 

l i f t except Number 7* Total gas produced from six wells, 44,605 

MCF. Five MCF used on lease, 45,600 MCF seld to El Paso Natural ; 
i 

Gas Company. Input gas from Teague gas system, 8,869 MCF Well 

Number 6, 4,263, For Well Number 8\, 6,184 MCF to Number 10, 6,78?, to Number twelve and 7,03 4 MCF to well Number 9« No waste occurred 
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Tre» pts T I f t ga s oh fchalTTease • Th^ lyarXs Xeslsenajpa" welXs number 

1 gas l i f t , 

Q The Travis lease l i s t e d to the Teague transmission? 

A Tes, s i r . Total gas produced, 13,682 MCF, Sight MCF used 

on lease. 5,674 MCF sold to El Paso Natural Gas Company, 8,000 

MCF blown to a i r . Input gas from Teague gas system, 12,230 MCF. 

There- are two other leases, I don't think there i s any need to go 

on because — 

Q (Interrupting) Go ahead and put those i n evidence, Mr. 

Trimble, 

A The Saltmount lease Number 1 gas l i f t , t o t a l gas produced, 

10,138 MCF, 5 MCF used on lease, 6,898 MCF sold to I I Paso Naturaji 

Gas Company, 3,235 MCF blown to a i r . Input gas from Teague gas 

system, 8,087 MCF to Well Number 1. The H i l l i s Well Numbers 1, 2, 

3 and 4, 1, 2 and 4 gas l i f t . Total gas produced, 40,628 MCF. 

Ten MCF used on lease. 29,446 MCF sold to El Paso Natural Gas Comj-

pany. 11,172 MCF blown to a i r . Input gas from Teague gas system, 

8,045 MCF, to well Number 1, 19,866 MCF, t@ Number 2, and 8,070 MCF 

to Well Number 4« That completes that data. 

Q In your opinion, then, i s gas which i s produced from Gulf 

Janda "G" well contributing to gas that i s being vented on other 

leases? A I t i s . 
j 

Q Bo you have any evidence showing any other waste? i 

A No, s i r . 

MR. KELAHINj That i s a l l . j 

MR. KELAHIN: I again offer Samedan*s Exhibits one through 

f i v e i n evidence. 

MR. SPURRIER: They w i l l be admitted, Does anyone have a 
ADA DEARNLEY & ASSOCIATES 

C O U R T R E P O R T E R S 

R O O M 1 0 S - 1 0 6 , E L C O R T E Z B L D G . 

P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 

A L B U Q U E R Q U E . N E W M E X I C O 

-58-



question? ~ " ~-| 

ME. MALONE: Ross Malone of Gulf Oil Corporation. Mr. Trimbi-e, 

you stated, did you not, that the gas connections on the Gulf Jandsi 

«G«-1 was to the Gulf gas l i f t system and the I I Paso Natural Gas? 

A les, s i r . 

Q Those are the only two sources to which gas from that well 

i s being delivered? 

A From the dry gas report, that i s correct. 

Q I t i s correct, i s i t not, that a l l of the gas was put to 

beneficial use? A Produced from the well? 

Q That was produced from the well used i n the gas l i f t system 

with the exception of the amount that you t e s t i f i e d was vented? 

A Yes, s i r . 

Q I t i s also correct, i s i t not, that i f Samedan had had a 

gas l i f t system through which i t might have used a portion of the 

gas from i t ' s well, that i t might have produced a greater proportion 

of gas from the reservoir? A Yes, s i r . 

Q You used the term waste with reference to the withdrawal of 

gas from the Janda well? A No, s i r , I did not. 

Q In what connection did you use that term? 

A I used the term the waste that the gas was being vented to 

the leases where the gas l i f t transmission system was ti e d into those 

leases at the gas l i f t wells. ! 

Q That was the only respect that you intended to use the 

word waste i n your testimony? A That i s correct. 

A Have you been able to compute the amount of gas from the 

Janda G-1 which has been so vented? A No, s i r . 

Q I t isn't possible for you to t e s t i f y actually that any 

ADA D E A R N L E Y 8c A S S O C I A T E S 
C O U R T REPORTERS 

ROOM 1 0 5 - 1 0 6 . EL CORTEZ B L D G . 
P H O N E S 7 - 9 6 4 B A N D S - 9 5 4 6 
A L B U Q U E R Q U E . N E W M E X I C O 



portion of the -jps "from~Jancta~~G-i was BO vented? — 

A We do not say that. We say i t contributed to the waste, 

Q Your testimony then, i s that the venting of gas which 

occurred on the leases to which you referred, constituted the waste 

to which you were testifying? A Yes, s i r , 

Q The source of that gas you are unable to t e s t i f y to? 

A I t i s the gas wells t i e d into the system. Any well that 

would be t i e d into that gas l i f t system would certainly be contribut­

ing toward that waste. 

Q The extent of the contributions or the other conditions 

whieh might contribute to i t are not within your knowledge, are th^y? 

A That i s correct. 

MR. MALONE: I f the Commission please, the Gulf Oil Corpora­

ti o n would l i k e to move that the hearing on th i s case be l e f t open 

to A p r i l i n order that we may v e r i f y some of the records that were 

produced i n evidence. We do not have available the information to 

verify their correctness. 

MR. SPURRIER: The Commission w i l l grant your motion. This 

case, the whole case has already been continued, but we w i l l 

specifically refer to that which you just mentioned. 

MR. SPURRIER: Mr. Stanley. 

MR. STANLEY: Mr. Trimble, are you familiar with Rule 404 of! 

the Commission Rules and Regulations? j 

A Not by number I am not. 

Q I would l i k e to read t h i s rule into the record. "Rule 40lf, 

Natural Gas U t i l i z a t i o n . After the completion of a natural gas well, 

no gas from such well shall be f i r s t permitted to escape to the a i r , 
i 

secondly, used expansively i n engines or pumps and then vented. 
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Thirdly, used to gas l i f t o i l wells unless a l l gas produced i s 

processed i n a gasoline plant or beneficially used thereafter withf 

out waste. Or four, used f o r the manufacture of carbon black.* 

MR. SPURRIERS Anyone else have a question of Mr. Trimble? 

Mr. Macey. 

By MR. MACEYs 

Q In connection with what Mr. Stanley just read, does, i f you 

have got a gas well, you have to have a gas pool, you have'to have 

a common source of supply before you can have a gas we l l . 

A State that again. 

Q You stated that the Janda well and your well were gas wells? 

A Yes, s i r . 

Q Why did you say they were gas wells? 

A Because the check upon these wells, what you might say, I 

mean including that gas being f l u i d that f l u i d produced from t h i s 

reservoir at th i s particular location i s i n a gaseous phase i n the 

reservoir and to a l l practical extent i s i n a gaseous phase when i t 

is produced at the surface, 

MR. KELAHIN: I f the Commission please, the Commission i t s e l f 

has defined the Langmat as a gas pool. As far as I know that orde:-

i s s t i l l i n effect and has not been rescinded. The witness has tes-

t i f l e d that these are producing i n the Langmat Pool. 
f 

MR. MACEYs I agree with you Mr. Kelahin, but the question i s 

before this Commission i n this case. 
i 
t 

MR. KELAHIN: Yes, s i r . I f his testimony can be helpful, I \ 

have no objection to i t . I just wanted to point out that he referred 

to them as gas wells, they are i n a gas pool and on a gas proration 
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ME. MACET: In order for the Coiaiitias^ 

visions of Rule 404 pertaining t© the gas produced froa the gas 

well*, they have got to have a gas pool before they have got a gas 

wel l , haven't they? 

A I t a l l depends how you look at i t . 

Q I am talking about the definitions. We have a de f i n i t i o n 

of a gas well. The defi n i t i o n reads, *»A well producing gas or 

natural gas froa a common source of gaa supply as determined by 

the Commission**. A l e s . 

Q la order f o r us to prohibit the Gulf from venting that gas 
i 

we had to have that gas pool, did we not? 

MR. KELAHIN: I don't believe he i s qualified to answer. 

A Whether i t was a gas well i n an ©il reservoir, i t appears 

j to me as long as you have waste that i t ean be set up as such, theja. 

MR. MACET: I have no other questions. 

' MR. SPURRIER: Does anyone else have a question of Mr. Trimble 

| I f not, the witness may be excused. 

(Witness excused.) 

MR. KELAHIN: That i s a l l we have to offer at th i s time. We 

would l i k e to also joi n with the other companies i n asking that 

the case be held open to Ap r i l and perhaps have a right to offer 

further evidence at that time. 
j 

MR. SPURRIER: Does anyone have anything further i n t h i s case 

i 

to present? j 

MR. POSTER: Mr, Chairman, 
MR. SPURRIER: Just answer my question yes or no. Do you, 

Judge? ; 

MR. FOSTER! Yes. 
Mflr.-~SrURRIS*5—We ^wHl recess jytntil_9itl0_ojjelock tommorow i n 
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iOEMJMO SESSION, rU«CH IS, 1954, 9500 A. M« 

(Whereupon the Hearing i n Case 673 was resumed as follows;} 

MiC. SPURRIER j Meeting w i l l come to order, please. Mr. 

Ainsworth. 

(Witness sworn) 

MR. AINSWORTH: W* E. Ainsworth, Omaha, Nebraska• Mr, 

Stahl and myself have some suggested changes i n certain rules that 

were issued i n conjunction with Cases 582 and 589, Orders 368-A to 

375-A. These orders, 368-A to 375-A were ident i c a l , except as 

related to separate pools, and there are seven rules on which we 

would l i k e to suggest the changes be made. The f i r s t one i s Rule 

lumber Two, which now requires, or prohibits the d r i l l i n g of a well 

on less than 160 acres. When viewing the deletion of that rule i n 

i t s entirety, Eule Wumber Seven, we suggest a few minor changes, 

jone of which i s to take into consideration those along Township 21, 

'where more than 640 acres are involved, and to waive the require­

ment that a standard proration unit be 160 acres* The other changes 

iwould require that the Secretary of the Commission grant exception j 

jto Fiule Saver: without formal notice and hearing, assuming that 

certain conditions have been met. Rule Eight, the changes we 

recommend there eliminates the need for f i l i n g preliminary and 
j 

supplemental nominations except as the preliminary nominations are • 

Ifound to be wrong, ; 
1 

1 

•isl. SPURRIER: Let me interrupt. Do you have any more j 

copies of your— ' 

AINSWOfi'fKj I brought about a hundred copies and I I tiiought--evaryona~go^ —JLhava. about thrggor.J'our, 
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extra copies here, one of which I would like to introduce as our 

Exhibit, the others are available for distribution. 

(Marked Exhibit lumber One 
for Identification) 

MB. AINSWORTH: Back to Rule Eight, the way i t is written 

now, we are required to f i l e preliminary nominations, then to 

duplicate them as a supplemental nomination, whether or not our 

requirements change. Rule lumber Nine, again deletes some portion 

that require supplemental nominations in addition, suggests the 

change in the Rule that requires the recomputing two months later 

of allowables that have been already assigned. Eule Number 10 has 

to do with the cancellation of under production. The way i t i s 

written now, i f a well goes into one balancing period, five m i l l i o ^ 

under, for example, and into the next balancing period 10 million 

under, the original five i s cancelled, whether or not i t was made 
j 

up in the interim. Rule Kumber 11 is essentially the same thing 

iexcept i t has to do with over production, and Rule 14 i s simply to 

eliminate duplication of reports to the Commission by the operators 

and the gas purchasers. That is the substance of the changes that | 
i ! 

we recommend. 
! MR. SPURRIERI Off the record. 
i 

(Discussion off the record.) 

MR. SPURRIERS Go ahead. i 

MR. AINSWORTH; Well, I simply wanted to distribute these j 

suggestions at this hearing and give everybody a chance to think ! 

them over, and maybe next month, i f they want to correct or talk j 

to us any further about the changes, we would be glad to go into i t . 

|!hat i s a l l I had, I 
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at a rate of three hundred thousand at the connection, there la no 
i 

rateability. 

MR, ADAIR; Is there a rateable take under the present 

proration system? 

MR. AINSWORTH; I think so. 

| MR. ADAIR: Tou are taking just as much as 11 Paso. 

MR. AINSWORTH; Oh, no. Per well you mean? 

MR. ADAIR: les. 

MR. AINSWORTH: I don't know that. 

ME. ADAIR; Then you don't know whether or not you are 

taking rateably, do you? 

MR. AINSWORTH: I know that over a period of time we w i l l 

(certainly have to. 

I 
i MR. ADAIR; Suppose the allowable i s two million feet per 

day, suppose you take a million and El Paso takes five hundred 

thousand. 

MR. AINSWORTH: You say the allowable i s two million? 

MR. ADAIR: We w i l l say that. 

MR. AINSWORTH: Well, how did the allowable get that high 

i f each of us are taking less than that? 

MR. ADAIR: Are you trying to say what you take fixes your! 

allowable? j 

MR. AINSWORTH; Over a long period of time. 

MR. ADAIR; Under February, Langmat was one hundred four j 

thousand feet, Jalco, one million plus per day, did you or did you j 

not take the allowable? j 
MR. AINSWORTH: I don't know, s i r , I think we did, but I 

i i 

dan^t-have the- February take figures with me. 1 
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ME. ADAIR: The figures we have on I I Paso that took an 

average of about 6$9,O0Q feet per day from our walls. 

MR, AINSWORTH: Well, i f I may be allowed to guess, I 

would guess that we took about a million per well per day. 

ME. ADAIR: Then, your takes and, between the two lines, 

was not rateable, was i t ? 

MR. AINSWORTH: No, not in a month, but i f that were to 

continue for a year, one of us would find ourselves badly under 

and the other over produced and we would have to work out some 

sort of inner connection, exchange gas, balance out. 

MR. ADAH; Have you ever done that? 

MR. AIKSWQRTH: At Hugoton, Kansas, many times. 

ME. ADAIR: You think i t is permissible under contracts? 

MR. AINSWORTH; Under contracts? 

MR. ADAIR; Yes. 

MR. AINSWORTH: I am quite sure that our contracts do not 

forbid that. 

MR. ADAIR: Is that permissible under your dedication of 

| gas? 

MR. AINSWORTH: To exchange gas. 

MR. ADAIR: In New Mexico, on this particular gas we are 

talking about? 

ME. AINSWORTH: I don't know anything to the contrary. 

MR. ADAIR: Would you be willing to look into that and at 

next month's hearing give us a statement? 

MR. AINSWORTH; I sure would. 

MR. ADAIR: That i s a l i i 
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MR. MACS?: Are you familiar with Bl Paso's minimum take 

provision of their contracts? 

MR. AlMSVoaXii: Only what I have heard here in the Court 

room. 

Bi . MACBY: You heard some testimony to tne effect that 

they nave approximately a hundred, thousand minimum take provision 

per day, which i s over a one year period. Xa other words, I f they 

do net take five hundred thousand per day ever one year period, 

they have to pay for the difference they aid net take? 

ML AIliSWuRTM: Yes, s i r . 

Mi, JiACM; Let's assume that vm have a pool and in that 

pool ve have two veils en 160 acre units, side by side, me a l - | 

lovable which this Commission would normally assign to these wells 

vhich we must assume are capable of producing a considerable a—tint 

ef gas eaeh, with equal reserves, the Commission takes no nomina­

tion and determine that the per unit allowable per day i s 250,000 

feet of gaa. New, i f we set a minimum allowable of 500,000 feet 

©f gas, there I s nothing that says you have got to take that gas, 

necessarily. But let*s assume that the pipeline company, or pipe- I 

line companies in the area, ene of them, takes 125,000 from ome ©f 

jthe veils and th© other one takes 375,000. New, over a year's 

(period, those tvo operators will get the same income won't they, 

because they will have to pay for the gas they don't take, dees 

that follow? 
i 

| MR. AINSWORTH: Yes, si r , they are both going to b© paid 

fer 500,000, as I understand i t , a l l the ones selling three seventy-five 
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and ©a© seventy-five, they are. 

MR. MCiiY; Hev, i f that situation continues over a long, 

long period ef time, the ene veil, even though the operator has 

gotten the same amount ef Income fer his well that his neither has 

gotten, that ene well will have considerably less volume ef gas 

under his property than the other well, isn't that true? 

HR. AINSWORTH; that follows, certainly. 

m. mem*. If they started out vith equal reserves? 

MR. AINSWORTH: I am not an engineer and aay not be cap­

able of answers te further questions. 

UR. iiACiilf: What I am getting at Is strictly a pipeline 

problem, I believe* Xf you are taking ratably or £1 Paso taking 

ratably, do yon think you can approach a rainigtmn rate of take 

within a pool? 

ME, AINSWORTH: I do net. 

| MR. SPBRRlffi: Anyone else? 

| MR. ADAIR: What difference would i t make, Mr. Ainsworth, 

whether you had a minimum take or not, set the allowable at 

300,000 or whatever you want, under Mr. Macey's hypothetical s i t -

nation, what difference would i t make whether you had a minimum 

allowable or not, as long as you take 135,000, and H Paso 375,000, 

that situation is going ta exist regardless of what the minimiss 

allowabla i s , would l t not? 

MR, AIMSWORTii: Are you assuming that both pipeline com­

panies have that pipeline? 

| t-iiU ADAIH: leave that out entirely. Let's assume that I 
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yeu have an allowable sot at 500,000 foot per day, and lot's 

aastase, as Mr. Haoey has asswmea in his hypothetical situation, 

that ven take only a 125,000 feet and the other 375.000 per day, 

yen are going to wind np in the same situation as ilr. Macey has 

described, are yoa not? In ether words, the minimum allowable 

has nothing to do with the fact that one purchaser takes more than 

the others, regardless of whether you paid for a certain quantity 

or not, i s always going to result in inequity, l a I t not? 

m. AINSWORTM: If you fix the allowable consistently at 

a greater figure than you know the demand Is going to he, you might 

make that minimum two million, or five million. 

m. AMIR: There i s nothing about the allowable that re­

quires a purchaser to take the gas, i s there? 

m. ACxSWOiiTM: Mo. 

m. AJUAIR: You actually take what you need? 

MR. AIMSWORTR: that is right. 

! HR. ADAIR: Regardless of what the allowable is? 

i m. AIMS¥ORTii: But your nomination is a forecast ©f what 

your needs are going to be. 

MR. ADAIR: But yeu don't know what year needs are going ! 

to be until a period i s passed, de yeu? 

MR. al.WWORTH: Well, we don't knew te the MCF, but we 

knew pretty accurately what our requirement might be. j 
j 

•ut, ABAIR: Bo you have any idea how much ga« you took 

per unit from either the Jaleo or Langmat? 
tm.. ABfSWORfH: A million per day per well, a guess. 
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MR. AJDAIK: Letts assume that is a good guess. Then ia 

the Langmat, where the allowable i s 1,044,000, er something in 

that erder, yeu did net take the r a i l allowable, did you? 

MR. AJUtmtmmi If those figures are accurate, that i s 

right, X don't have any way to cheek them now. 

Ml. ADAIR: So, setting the allowable, except the place 

\ above which you can net go except in an emergency? 

MR. AXMSVORTH: Well, you have flexibility to ge above 

that. 

MR, ADAIR: Yeu do have that flexibility? 

m. iliSMOKfii Sure, the reserves provides six times 

the oarrent allowable. 

MR. ABAIR; The nolnt I am trying to make now, I am not 

trying to trap you, or anything like that, a l l X am trying to get 

out of you i s this setting the allowable, that has nothing to do 

with your actual take ef gas. 

MR. AINSWfiRfHi Ottriag the current month, that i s right, 

daring this month of Mareh what the schedule shews the Harsh a l ­

lowable to be may not have very mueh ta- de with how much we are 

going tc take during the month of May, but what we f a i l to take, 

or do take, i s going to reflect in our May schedule. 

Ma. AJUAXRJ When did you intend taking the 44,000 that 

you did not take in Langmat when did you intend taking that? 

MR. AXlSWOftfH: I am sorry — 

MR, AMIR: (interrupting) You were somewhere in the 

neighborhood of a million feet per day per unit? 
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MR. AINSWORTU: That Is a guess. 

MR. ABAIR: The Langmat allowable was a million forty-

four thousand, approximately, you didn't take that. ¥hen did yen 

intend to take it? 

MR. ALNSWORTH: Maybe this month, i f not next month. 

MR. ABAIR: Is i t in a part ef your nominations for the 

month of April? 

MR. AINSWGRTii: Oar nominations are what we expect te 

take in total. 

| MR. AiiAIE: Baring the month of April? 

| MR. AIMSWORTM: Had they been current er what? 
i 

MR* ADAIR: So in off eat, you have ignored that 44,000 
i 

| that you did net take in February? 

| MR. AINSWORTH: No, sir, there are seme rather cospli-

; eated computations that Mr. Macey and I have spent some time on, 

i se the exaet method of making adjustments for the overage and 

underage, I think yon have te understand them before yeu can 

understand what X am trying to say. one pipeline could im one 

pool, suppose i t i s us with ear requirement fer 10 million a day, 

three hundred million a month, suppose that pool had a underage i 

of a hundred million at the beginning of the month, mil the wells | 

in the peel had a combined under production of a hundred million, j 
i 

we want three hundred million, so the Commission then sets two ! 
i 

hundred million of current allowable among a l l the wells in the 

fields, adds to that the under hundred million. j 

MR. AMIR: That i s just a bookkeeping matter? 
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HR. AXKHfORfi: That i s right. 

MR, AuAXR: You do take only what gaa you need, regard­

less of what the allowable i s , i s that correct? 

MR. AXHSWORfH: By a®ath, in one particular noath, that 

i s right. 

MR. ADAIR: Bo you, as a pipeline eoapany, have any ob­

jection to the Coflanissien writing an order setting the wla-Hm 

allowable at your •1n1wes nay provision er yaw contract, with 

the understanding BOW that you don't have te take the gas and yew j 

{are not going te take the gas unless yeu need i t ? 

MR. JJLSgiuftfg: Uo, s i r , we do not. 
i 

| MR. APAXR: Yeu take only what gaa yaw need, regardless 
j 

of what the allowable i s? 

MR. AINSWORTH: That i s right. 

MR. ADAIR: Sew, do yeu, as a pipeline coapany, have aay 

objection to the CoBuaissien requiring yam to l ive up to the terns 

ef yew contract? 

MR. AJLNSWORTii: I don't know whether I should answer that 

or net, whether X as eons et ent te answer i t or not. I f you want 

Be to answer for myself, I wi l l say that X don't l ike a ifi in lama j 

allowable of any also. j 

MR. AOAXR: But you are willing te eestraet to one? 

MR. AJftSVOJRf U: We strive to f u l f i l l our contract obli- | 

gatlons. 
MR. ADAIR: Per a period ef sea* 20 years or »©re? j 

i 

j MR. AI«S¥0RTii: Me do. ] 
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M&. AOAIB: You siiould then have m objections whatso­

ever to the CotBdaisaion' s setting an allowable that would pereit 

yon te f u l f i l l your contractual obligations? 

MR. AINSVGRTil: 1 don»t know the answer to that. I 

think that the pipeline companies, certainly, we must have enough 
i 

flexibility that w© way underproduce those adnisaaas in suaaser 

nestits when your earket demands are lew and your whole systea i s 

going through an overhaul, and to undertake amah mlnimwaa, since, 
i 

naturally, within time you have swt the animal requirement. Cer­

tainly, we expect te do that. 

MR. ADAIR: then i f yea expect to oeet the annual, then 

you should nave no objection whatsoever to the Commission per-
| »itting you to de that? 
j 

MR. AINSWORTH; Over a year's tiiae er acuta fey month, er 

j with a minimal ef 500,000 per well? 

MR. ADAIR: Whichever way your contract i s . X understand 

i t i s a yearly basis, i s that right? 

| MR. AXMSWORfl: That i s right. 
i 

MR. ADAIR: So that i t would average aver a year. 

MR. AIASWORTH: I don't see the need fer such an order, 

i f the time should come, then X think the operators night probably i 

come and wake a ease te the Ceanissien. 

MR. ADAIR: Veil, i f you don't intend to vary froa the ! 

terns of your contracts, then yeu as a gas purchaser certainly 

should have no objection to the Coamissien setting the allowable 

in such a manner as will permit yaw ta live np to your contract. 
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MR. AIHSkORfH: I have te ask yeu again i f yen mean 

300,000 feet a aay every day every month, or do yoa mean soaie 

MR. ADAIR: If the Commission sets the allowable at 

500,000 feet per day per month every month will not that permit 

you to litre up to your contracts? 

MR. AINSWORTii: Ve don't have such contracts as that, 

and personally Z would hate te see that, because ve are going to 

require less than that. 

Mm. AUAXR; You nave testified that you haven1t taken 

the allowable, you take only what yeu actually need, regardless 

of what the allowable i s . I f the Commission sets the allowable 

at a figure that permits yea to live up to yewr contracts over a 

|year's time, or SSL Paso, over a year's time, serving you as a gas 

purchaser, yeu have no objection to the Commission setting the 

allowable in sueh a fashion i t would not In any wise cause waste, 

weald it ? 

! m . AXMSMOftffi: If they fix the market demand. 

MR. ADAIR: Regardless of what the allowable i s . 

MR. AIMSMORTH: X also testified that these amounts that 

we return one month are going to be made up the following or the 

second following. They are not going to become cumulative as they 

would in your proposal, as I see i t , i f you continually set the 

allowable greater than demand, you are going to have a pju-aEiding 

under production that never will be made up. 

j MR. ABA IB? Let's look at i t this amy, let's assume that 
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you have considered te take a hundred and 8© thousand Md? a year, 

per unit. How, i f ray figures are correct that would average out 

shout 500,000 feet per unit per day, would i t aet? 

MR. AIJfSWORTR: That i s right. 
j 

MR. ADAIR; rou intend, as a gas purchaser, you have con­

sidered to take that unit to live up to your contract, right? 

MR. AIMMWrnxm: Right, we ds. 

MR, ADAIR: As long as tne Commission writes that up aad 

sets the allowable 500,000 per day per unit, how are you hurt, hew 

is the Commission hurt, the production hart? 

MR, A INS WOR Tit: On July first, underage s are going to be 

cancelled. 

MR. ADAIR: I as talking about your actual takes and what 

yon are contracted to take. Let'a forget fer a moment what i s 

under and what i s ever, as long as the Commission gives you am 

opportunity to get a 180,000 MCF per year, the Coaraission has per-
i 

aitted yeu to de a l l you want te, has i t not, as long as they per-

* i t you te take that much gas, that i s your only interest isn't it? 

MR..AIMSVORTH: Me »ight require three times this minimum 
i j 
that yeu are talking about. 

MR. ADAIR: During ene month, I understand that. 

MR* AINSWORTH: We sight reouire half of that in other 
i 

months. 

MR. ADAIR: As long as the Commission sets i t s wells i a 

such a manner as to permit the produoer to produce against you i f 
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yen o» net live np te year contract, de yen as a gas purchaser 

save any objection to the CssmdLasloa setting an allowable? 

MR. AXMSVORTU: I think the Comaiissiori should set every 

month what the allowable will be ef a l l the companies buying gas 

in the peel. 

i«. ARAXR: Under the hypothetical situation that X give 

yaw, do yeu think the Cojaioission should set an allowable of 

180.000 MOT for a year? 

UB. AlBmmm: So, sir, not necessarily. 
i 

MR. AOAXH: In ether words, yew think the Commission 

should set an allowable at a different figure than what you have 
considered to take? 

MR. Al^lfORtH: At a figure, the total of which wil l be 
I 
all nominations, whether they be mere or less than ene month. 

j 

MR. ADAIR: Regardless of the terms ef year contract? 

MR. AINSWURTM: That i s right. 

MR. SPURRIKR: Anyone else? 

! MR. MACMSf; ten have been naked a lot of questions and 

you didn't answer a l l ©f them. I would like te elaborate a l i t t l e 

bit about this business of calculating your allowable, lew, as 

Mr. Adair, to use his example pointed out, the langmat pool fer 

January was one million, four hundred thousand per well per day, 

approximately, and you agreed that yea took about a million. 

MR. AINStfORTli: that i s for February. 

MR. MACliT: Veil, any month yeu want te name. All right, 

February, Now, you set your nominations, you will have already 
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filed vith this Coiaraisslon your nomination for the month of 

April? 

m. AINSWORTH: Yes, sir. 

MR. HAC&Y: You failed theoretically to take 400,000 

cubic feet cf gas in February froa a veil, lev, i f tbe total 

allowable for the month ef April i s reduced, the total current 

allowable for the month of April which i a computed by taking the 

nomination and dividing among a l l the wells la reduced by that 

400,000 average, you will in effect be taking that February a l ­

lowable that you didn't take, isn't that correct? 

ML. AINSWORTH: That i s right. Assuming that we are go­

ing to take a million, s t i l l , ve will in April, we would be taking 

600,000 and 400,000 in under production. 

fit. MACEY: And your nominations are based on actually 

what you want totake satisfying proceeding months at a l l , i s that 

| correct ? 

MR. AINSWORTH: fetal takes. 

fM. MCiT: So that at the end of April, i f you take 
i 

j exactly the allowable, you in effect, would have taken exactly 

the allowable that has been assigned during a period? 

IM. AINSWORTU: the February allowable and the April 

allowable. 
i 

m. MACEY: That i s a l l . ! 
j 

MR. SF0RR1M: Anyone else have a question of Mr. Aims-

worth? If not, the witness may be excused, Mr. Foster, did yew 
I 

i have mm teetljiony vo** wmiia l ika tp pnt <>»? 
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MR. wmtmi Yes, s i r . 

Mi. SPURRIER: Are you ready? 

m. wmtmt Tea, si r . If i t please the OoBS&ission, X 

vast te congratulate Jack Campbell a l i t t l e bit. X kind ef like 

what he said yesterday, and the way he said i t , although X dido't 

agree with a i l of i t . X think i t i s helpful to everyone to kind 

of briefly outline what we expect to prove. Hr. Grimm here has 

heretofore testified to these pool delineations and today he will 

testify te the same matter. Ve are going to attempt te show that 

the vertical limit of the Jalco, moment, Langmat and Arrow Has 

Pools, as presently delineated by the Commission, should be 

abolished and tha vertical limits extended as one pool to include 

fates. Seven Rivers, Queen, arayburg and San Andres. Ve will 

off er by another witness, testimony regarding this matter of 

minimum well allowables. Ve will also attempt to shew that the 

real question involved here i s how best te limit the gas produc­

tion from the gas wells and tha gas production from the oii wells 

producing from this common source ef supply. Ve will further at­

tempt to place in the record here, that with as l i t t l e history and 

background as we have om proration of gas in Mew Mexico, that we 

must ef necessity produce largely on a trial and error basis, as 

a means of finding the paint of equalization ef reservoir veldsase 

of space between the gas wells and the oil wells. One ether re- i 
; j 

mark that X want to make here, i t may appear a l i t t l e bit out of j 

line, that we seem se far cwt ahead of the parade here in taking 

such an active part in presenting testimony i a this ease, wham ow j 
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interest i s relatively speaking, i s a i l these areas, snail aa 

compared te ether producers' interests. Bat we kind ef get into 

i t and we don't want to juat quit and walk off. X think these 

records ought to have some facts in then and sometime, X don't 

know how auch time should elapse, but we ought to get out of the 

talking stage on this natter of proration. This has been sort of 

a running affair for over a year new, and we don't sees te be 

getting anywhere, except just to meet and talk about our problems. 

Mew, we are going to put the facts in here and i f somebody else 

has got any testimony, and doesn't agree with i t , they can put j 

the facts in. Ve think we ewe that duty ta the Commission, 

Ma. SPURRMl: Let's take a recess, Judge, before yea 

| start. 
i 

(Recess) 

| MR. S S W i m : fleeting w i l l corns to order. 

ft* fi. £ 1 1 1 1 
having been f i r s t duly sworn, testif ied as fellows: 

By m, wsfm: 
Q Mould you state your aame to the Commission? 

A R. Et. Grimm. 

Q, And yea have testified here before, haven't yaw, and 

stated your qualifications, haven't y©u, Hr. Grifisa? 
i 
i 

A Yes, sir. 

44 X want yeu to mark these exhibits here now, that yeu 

have on the boards, aad on the wall, in the order in which yew will 
I 
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testify regarding eaeh ene, starting vith Number One and eon-

tinning until you have finished. 

A (Witness complies.) 

H Directing your attention there, Hr. Arisen, te the 

Ixhleit vhich you have identified as Exhibit lumber One, will you 

tel l the CoBMission what that Exhibit is? 

A Kxhihit Ktatber One i s a man ef the area of south­

eastern Mew Mexieo, consisting of Townships 10, 20, 21, 22, ga, 

i m, as south aad Ranges 58, 37, ss east. Om this man we have in-
l 

dicated the wells which have been drilled as oil wells in the 

area, or as a supplemental e l l er gas well, i a addition to gas 

wells that are on here, then we have designated the wells ia 
i 

| the individual field areas as the Commission presently delineates 

| them for oil pools. The different colors encircling each oil well 

| symbol were put cm in order to more easily delineate the field in 

j which the wells are presently listed. However, we did not use a 

different color fer each field, hut merely a different color for 

fields adjacent t© each ether which are net separated by a non-

; producing ©il area. In other words, the Monument area, the Eunice 

j Monument field, th© ©il wells are encircled in red and the Eunice, 

they are encircled in blue; however te the east of the ^uniee Menu." 

meat area, both th© Skaggs and Hardy wells are circled in red. 

However, the Hardy and Skaggs are separated from each ether and 

by Monument, fey a non producing oil area simply south of Eunice. 

I have the southeast Eunice wells encircled in red and the area 

ahead encircled in red. however, they are separated from each j 
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ether by a non producing area insofar as a i l i s concerned. The 

same type of designation i s carried, through, alt the way dean to 

\ the Texas, New Mexieo area, or boundary. 

<* Let He ask yon this. What producing oil areas are 

shewn there on the sap, can you name then? 

A Producing oil areas? 

Q Presently delineated ey the Ml Conservation Commis-

sion. 

A Those which are presently delineated fey the Oil Con­

servation Commission and which are encircled on the map are the 

fiualee Menument, Skaggs, hardy, Penrose Skelly, Langmat, Falsy, 

Leanord, South Leonard, Saves and Rhodes. 

| 4 Mow# aa presently delineated, wast gas producing 

areas are indicated on the map? 

A The gas producing areas shown include a l l ef the gas 

pools now under the names ef Ssmeat, Langmat, Jalco, and arm. 

% Just those feur pools? 

A Yes, sir, but they are not separated one from the 

other. 

0, 1 understand that, what i s your source of information, 

with respect to the facts reflected en Exhibit Number Ome? 

A Allowable schedules of both a l l aad gas. 

Q Mow, I notice there that yeu have the e l l wells cir- ! 

eled. Row have yoa designated the gas wells in this area that yoa 

are talking about, these feur pools? 

A lhe gas wells are designated by a star symbol made ! 
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with a brown colored pencil, with the acreage supporting or allo­

cated to each Individual gaa well, X*d or ere seed with the brown 

colored pencil. 

U Sew, again, your information, with respect te that 

which i s reflected on the map was obtained froa what source? 

A 011 Conservation Commission proration schedules. 

a Mow that map, as 1 look at i t , reflects gas wells 

throughout the entire area of these four pools that vou have 

named, i s that correct? 

A Yes, s i r . 

u And in this area, how many oil wells and how many gaa 

wells are there? 

A within the area and including only the wells so deslg 

nated in the pools previously mentioned, there are 2306 oil wells 

and 383 gas wells. 

% As presently reflected en the schedules ef the Com­

mission? 

A That i s not the March schedule, because i t was not 

available to me, that i s previous to March. 

Q, On the February schedule? 

A Yes, sir. 

ft Mow, for what purpose did you prepare that map, Mr. 

Errimm? 

A I prepared the map fer the purpose of aiding me in 

delineating what I believe to be a common source ef supply of oil 

and gas, or hydrocarbon material within this area. 
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Q, Within the fear peels that are presently designated 

as e l l peels and gas peels, I s that correct? 

A Within the four peels presently designated as e i l 

peels and seme, X don't remember the number, eight or ten oil 

pools, but the area goes outside of th© presently designated gas 

pool limit. 

4 iiow, you say the area, you mean that laterally? 

A Yes, sir. 

4 And vertically? 

A Yes, sir. 

U Mow, directing your attention there to Exhibit Number 

Twot, will yea tell the Commission what that is? 

A Ixhibit lumber two i s a structural contour map con­

structed on the top of the *H* formation, having a eontour inter­

val ef 100 feet. 

H That i s the structural map that would overlay the 

area you have just talked about, as reflected on Exhibit lumber 

One, i s that true? 

A That i s correct. 

% How, yeu have prepared seme cross seotlens of these 

areas that you have been talking about• 

; A Yes, sir, X have, and they are ieoated on this sap 

and the cross sections themselves are on am individual exhibit 

placed on the wall. 

a And yeu prepared east aad west and north and south 

jcress sections? 
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— A T~pr&p&rwt̂ (me-noTtfa~m&~m>uzh. cross lection, ̂©p~ area 

of the Eunice Monument field and continuing on down to the Texas, 

lew Mexieo line in the south end of the Rhodes Oil pool, and three 

east-west cross sections, one across the center of i t as reflected 

on the structure map in the Eunice Monument pool. One goes along 

the south part of the Eunice portion of the Eunice Monument pool 

and from there over just north of the Arrowhead pool and continu­

ing on to the Penrose Skelly Oil Pool and the three east-west 

cross sections are across an area between Cooper Jal and the Langljie 

Mattix Oil Pools. 

Q As regards the vertical limit of these four gaa pools, 

that are presently delineated by the Commission, what producing 

formation are we talking about? 

A We are talking about the lates, Seven Rivers, the Queen, 

the Grayburg and the San Andres in the entire area. 

Q Sow, have you prepared a cross section, north and south 

cross section of these producing areas for the purpose of demon-

strating here to the Commission tbat a l l these producing forraations 

jthat you have mentioned are contained in one common source of sup­

ply? 

! A Yes, sir, that i s , I think I have marked i t as Exhibit 

lumber Three. ! 
! 

Q Will you go up to Exhibit Number Three aad, you may have j 

to speak a l i t t l e louder, and explain to us the north and south | 

cross sections of these gas producing areas that you have mentioned? 

A Starting in the north edge, north of the Monument Oil ! 

Pool, Section 19* Township 8, South, aange 37, east. 
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Q Sow, just so that everybody will get a l i t t l e orienated 

will you come to Exhibit Number Two and point out where that would, 

be on your contour map? 

A Just north of this area right here. This cross section 

then goes in a southerly direction through the Kelly lumber One, 

Phillips Lambert, Gulf Mumber Six Mathews, Atlantic K, State, 

Continental 2-B-18 Meyer, Shell State, Atlantic et al. Selby, and 

ends in the Continental Number 2-W10 laves, in the northwest of 

the southeast of Section 30, Township 26 South, Range 37 East, just 

above th® Texas-Sew Mexieo line on the very southern edge of ay 

map. 

Q That is on Exhibit Humber Two. 

A I might say this cross section i s along the western edge 

of the structure as i t is so mapped on Exhibit lumber Two in order 

to stay comparatively close to the presently designated limit be­

tween the Jalco and Langmat gas field. 

Q How did you select the particular wells that are delineat­

ed there on Exhibit Number Three? j 
i 

A I did not select any particular wells when I first laid ; 

out my cross sections, but I exhibited the position in which I 

wanted the cross section to be drawn. Then the wells were estimat­

ed from information which we had in our own office and from wells | 

on which we had logs and were not meant to take in every well that 

we had that information on, but merely to show a cross section in j 
i 

a north south direction and get enough wells on there to show ap-j 

proximately the tops of the individual formations and to show the 
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available. 

Q From what source did you obtain the information, with re 

speet to the wells that are shown on Exhibit Number Three? 

A These well locations which we secured from the individual 

well logging service companies. 

Q Do you regard that as a reliable source of information? 

A Tea, s i r . 

Q There is nothing unusual about that, I t is standard 

practice in the industry, is i t not? 

A That is my belief. 

Q Xf the same information was available from the individual 

company itself, there would be no substantial bearing on that and 

the information you get from the individual companies, would there|? 

A That is right. 

Q There shouldn't be, at least, should there? 

A No, sir. 

Q Now, these several wells that you have identified there 

on Exhibit Number Three, they are net to be taken as the only wells 

which would reflect the information with respect to the producIng 

formation, are they? 

A Mo, sir, there are a lot of other wells. 

Q Tou could have gotten the same results as is reflected 

on Exhibit Number Three, there, by the means of using other wells,! 

could you not? j 

A That is right, i t would be. 1 similar cross section would 
i 
[ 

not have been identical, however. 

Q You have used somebody else's wells, i t would have been 
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I designed to reflect the same information as reflected by the use 

of wells shown oa Exhibit Mumber Three, is that it? 

A That is right. 

Q Tell us what Exhibit Number Three shows. 

| A That the north end of this trend of oil and gas reservoir, 

the Yates, Queens, Seven reivers and San Andres have been penetrated 

by gas wells, I beg your pardon, partly by gas and partly by oil 

wells. 

Q Yes, sir. 

A The Exhibit also shows as you go in a southerly direction 

wells of approximately the same depth do not penetrate, maybe 1 

better should say wells to approximately the same subsea depths dc 

not penetrate. 

Q What is the subsea data you are using there? 

A In Exhibit dumber Three, the horizontal line at the top 

, of the cross section is at a plus 11 hundred feet above sea level, 
i 

that line was used to line up al l of the individual wells in their 

; relative position. | 
i I 
| Q All right, now, go ahead and tell us what i t shows. ! 

A It shows that these formations — | 
i : 

Q What formations are you talking about? j 

A The fates formation, for one, is continuous from the 

| north edge of the field to the south edge of the field, and has j 

been penetrated by the wells on this cross section. I might say i 

right here that we, in our office, do not pick a Seven Rivers j 

Point, I mean a combination of the Yates-Seven Rivers formation j 

; that is named in various publications. | 
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Q lou didn't separate it? 

A That is correct. 

Q 0. K. 

A The Queen formation is productive of hoth oil and gas in 

the north edge of the area as depicted on this cross section and 

as you approach the area in the southern edge of Township 21, South, 

Range 36 east, i t is getting down below the productive interval of 

the individual wells. 

Q About what point would that be, on Exhibit lumber Two? 

A Well, that is about the point of Shell State well, which 

is in the southwest, southwest Section 32, Range 36 east. 

Q Will you indicate where that would be here on your contour 

map, Exhibit Number Two, or go over here on lumber One. 

A Sight here, (indicating). 

Q "where is that on Number One, cross over there. 

A Eight in the south edge of the Eunice field, which is 

right there. 

Q South edge of the Eunice field, with a producing forma­

tion. 

A I was talking about the Queen formation as is shown on 

this cross section, however the Queen picks up again in Section 

34, Township 23, South, Range 36 Sast, as is shown on the Grayburg, 

number One, Stephens Well. It also picks up again te the east 

of the position which I have on ay cross section. The Grayburg 

shown on this cross section on the north end of the section i s 

productive of both oil and gas on the Eunice Monument area and 

disappears from production standpoint approximately in the peak of 
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the Continental lumber Two Meyer Section 2&, Smge 36 East. Tbe 

Grayburg is also productive on tbe East Skelly area. 

Q Now, indicate where the Grayburg becomes non-productive 

on the north and south cross sections here with respect to Exhibits 

Kumber One and Two. 

A Approximately in this position on Exhibit lumber Two, and 

across here on Exhibit Number One. 

Q 0. K. 

A 3imply the San Andres is productive of very l i t t l e gas, 

mainly in the oil zone in the Eunice Monument area and disappears 

from a productive standpoint at about a mile south of the division 

between the boundaris of the Eunice Monument Pool and the Eunice 

area, Eunice Monuments. It also is productive further east of the 

Skaggs Pool, but only in the oil pool, to my knowledge. 

Q Now, turning to your east-west cross section, with re­

spect to these formations that you have identified, what do you 

find there? 

A On my east-west cross sections, which are identified as 

Exhibit Number Four, Five and Six, in this hearing, I show that 

the individual formations of Tates, Queen, Grayburg and San Andres, 

are continuous in an east and west direction across this inner 

trend. However my cross section as I go south, pick up fewer of 

these individual formations, by reason that the wells did not 

penetrate them. They are not productive in the south end. Mow-

ever, I do not mean that the formations are not there. 

Q Yes. Now, on Exhibit limber Four, there, what wells do 

you have shown there, Mr. Grimm? 
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A i n h i b i t Number Four, there shows ou the western end of 

the cross section numbered i n red, i n the northwest, northeast 

Section Three, Township 20, aange 36, East. I t goes east to the 

Anderson Carpenter lumber One Bryant and ends with the Tidewater 

lumber One, Northwest, Township 20 South, Range 38, East. 

Q Was the source of your information and what i s reflected, 

the same as your souree of information regarding the wells on 

Exhibit Number Three? 

A les, s i r . 

Q And what wells are shown on Exhibit Number Five? 

A Starts on the western end i n the Amerado No. l-A~WE-Stato, 

Section 12, 21 South, Range 35, East, goes easterly through the 

Continental 2-8-18 Meyer, and Stanolind Kumber I-T State and Amer­

ada 1-Warlick and ends with the Gulf S-C Eubanks, Section 22, 

Township 21 South, Range 37, East, 

j Q Now, your source of information with respect to that 

exhibit i s the same as your souree of information regarding the ! 

other exhibit, i s that correct? 

Q Mow, going to your last east west cross section there, 

what wells are reflected on that? 

A On my Exhibit Six, which i s ray western end with the 

Sinclair Number Four Hanagar, which i s Northeast, Northeast, 

Southwest, Township 25 South, liange 36 East, goes i n an eaaterly 

Number Four Langlie and ends on the eastern end with the western 

jNatural dumber 1-E Eaton i n the Southwest of the Southwest of 

A 

direction through the Olson Number 
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Section 12, 25 South, 37-£. " 

Q What formations are reflected on that Exhibit number Six? 

A I have only the Yates and a small portion not seen on 

the eastern edge of the cross section. 

Q And your source of information is the same with regard 

! to this exhibit as the others, is that correct? 

A That i s correct. 

Q low, have you made a study, or do you have information 

from any other source, with regard to the studies that you have 

made here for the purpose of determining whether or not a l l these 

areas that you are testifying about are one common source of sup­

ply? 

A Yes, sir. 

J Q Will you state what those sources are? 

A The sources are a l l the production records, numerous 

sample well logs, as well as samples themselves. 

Q And when you say samples themselves, what do you mean? 

A Samples from the wells that were retained as the wells 

j were drilled, and also a number of core analyses, the individual 
! t 

| bottom hole pressure, surveys taken on these individual ©11 pools 

as presently designated, and as turned into the Conservation Com­

mission, well head pressure surveys from the same source as well j 
I 

| as individual coapany records which we have accumulated in our I 

own department, that are probably too numerous to mention here. | 

Q Now, will you t e l l us what some of your core analyses | 

reflected? 
| A Core analyses reflected a very wide range of both porosity 
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I and permeability distribution. It would be rather hard to put 

those into limits, but they probably go from sero to 30 percent 

porosity and from less than a tenth a millidarcy permeability to 

several thousand millidarcies with according varied water contents 

which would vary from sero to a hundred percent. 

Q Based on all these studies that you have made, Mr. Grimm, 

I will ask you to state whether or not in your opinion, the lates, 

Seven Rivers, Queen, Grayburg and San Andres is a l l ©ne common 

source of supply. 

A Within the area of the oil and gas pools which I have 

mentioned, with the exception, or the possible exception of the 

Skaggs oil pool, which is in the San Andres, i t i s my belief they 

are a l l one common source of supply. They are limited in both 

lateral and vertical extent, partly by structure and to a large 

extent by porosity and permeability limitations. 

Q Would you recommend to the Commission that the vertical I 
! 

limit of the Jalco, Eumont, Langmat and Arrow Gas pools, which 

i are presently delineated by the Commission, be abolished? 

A les, sir. 

Q And would you further recommend that the vertical limits j 
j j 

| be combined as one pool to include al l these producing formations j 

that you have mentioned? 

A les, sir. j 

MR. FOSTERS I believe that is a l l . 

MR. SPURRIIRs Does anyone have a question of Mr. Grimm? 

By MR. MONTGOMERY; j 

Q Would you attempt to correlate? 
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A lot on these cross sections, no, sir. 

Q Bo yon think yon would hare a different interpretation i f 

you attempted to correlate those? 

A Mot in as far as the cross sections are concerned, no, 

si r . 

Q I notice on the Corbett Number One, I can't see too well 

from here, but is that the proper title for fates there, that i s 

down in the lower left hand cross section? 

A That is our correlation, yes, sir. 

Q Well, the next one down? 

A That is the Queen. 

Q Is that the proper title? 

A According to cur correlation, yes, sir. 

! MR. SPURRIERI Anyone else? Mr. Campbell. 
i 
By I1R. JACK CAKPBBlli 

Q Jack Campbell, Texas Pacific Coal and Oil Company. Do 

I get these figures correct in this entire area which I understood 

I includes something beyond the presently defined geographic limit, 

there are 2306 wells on the oil allowable schedule? j 
1 A Yes, sir. 

Q 3#3 wells as gas wells? | 

A les, sir. ! 
I 

Q Have you made any effort to break that down by the pro- j 

ducing formation in which those wells are now producing? 

A No, sir. 
Q You say you consider this to be ene common souree of 

! 

supply. Are you in a position to express an opinion as to whether j 
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I you consider i t a common source of gas or o i l , or both? 

A I would say i t i s a common source of gas supply and a 

common reservoir for both o i l and gas. 

Q Now, i f there are 2306 o i l wells and 36*3 gas wells, isn*t 

that sort of a case of the t a i l wagging the dog, to define i t 

as a gas source of supply? 

A Not to me, i t isn*t, i t i s a source of supply for both 

o i l and gas. 

Q That is what I say, why do you call i t a gas source of 

supply then? 

A Well, I can break i t down into either o i l or gas, as 

far as the source of supply. 

Q Could you break i t down i n a common supply of o i l and 

j gas? 

A Yes, s i r , common reservoir. 

! KE. SPURRIERj Anyone else? Are you through, Mr. Camp­

bell? 

MR. CAMPBELLi Yes, sir.-

MR. SPURRIER: Anyone else? Jason Kellahin. 

By MR. KELLAHIN jl 

Q, Jason Kellahin for Continental Oil Company. Mr. Grimm, 

how many core analyses did you have available to yeu for this 

survey? I 

A I am afraid I can't answer that question, I would say, oh, 

a l l told, I probably have seen maybe 25. 

Q Those 25 though that you examined were a l l used i n eonnee-

jt i o n with these cross sections? 
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A No, sir. 

Q How many did you have for your cross secti oas? 

A I didn't use any in connection with the cross sections. 

I f I gave that impression, I am sorry. 

Q Are any of those wells included on your cross section? 

A I can't say. 

Mi. SPOBRIEK: Anyone else? 

^ Mti. JIM TQWISIMOi 

Q Jim Townsend for Stanolind. Did you testify that you had 

studied the bottom hole pressures and well head pressures surveys 

on some or a l l of these wells? 

| A Yes, s i r . 

Q Did you note any difference in pressure between the Yates, 

Seven Rivers and Queen formation in the langmat and between the 

Queen and Grayburg formation in the Monument area? 

A No, sir, not as such. Of course, ever since any produc­

tion has been obtained from the areas as a whole, you have had 

difficulties in pressures both between wells and property between i 

wells which may be in different formations as they are presently i 

delineated. I did not note any difference as between formations 

as they are presently designated any more so than would be any 

normal difference in any common reservoirs. 
i 

! Q If such differences were in existence and were substantial 
i 

would you attribute any significance to that fact? 

A I would i f there were substantial difference that you 

would have a zone of low permeability* 

I Q Is that all? 
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A Yes, sir. 

Q What about these differences, wide differences, in porosi 

ty in permeability that you noted, did you gather that, the faet 

there was such a difference, was that the conclusion on which you 

based that fact there was a common source of supply? 

A I don't believe, i f I get your question correctly, that 

I based that on the differences. 

Q You stated there was wide variation in both. 

A Yes, sir, there is wide variation in both porosity and 

portable water content and the same wide differences are evident 

in any gas pool which I have studied, of this nature. 

Q Were the variations sufficient, in your opinion, to 

separate the various formations? 

A Ho, sir. 

Q At no point that you observed? 

A At certain points that may be separated by sones of low 

permeability, but I don't believe to any great extent. 

Q Do you know what those points are? 

A No, sir. 

Q Would you state the basis for your conclusion or restate 

i t , i f you already have, that a l l these pools are within a common 

source of supply? 

A The main reason is that I could find no bearing of any 

great extent in addition as so shown on Exhibit Number One, the 

pools as presently designated, you ©an go from one well in one 

pool to one well in the next pool, or from one well in one pool to 

a well in the same pool, which, from a structural standpoint would 
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I have to be in different formations ae designated on the cross 

sections, and yet they are producing i n my opinion from a common 

source of supply and they have been so designated before this 

Commission for some 20 years. 

EE. TQWHSBNDi That is a l l , thank you, 

ME. STANLEYI I would like to ask you a question. Do I 

understand you correctly when you group Srayburg and San Andres 

formation as a common source of supply, would you penetrate and 

expose these formations with one well bore? 

A I would penetrate and expose them with one well bore i f 
j 

they were a l l s t r i c t l y in the gas sone and I wanted to make a gas 

well, and i f they were a l l i n the o i l zone and I want to make an 

o i l well, I would do the same thing, I would not expose them i f 

part were in the o i l sone and part in the gas sone. 

Q Let's take the Monument zone, for instance, overlying 

| Tates formation, overlying your ©il formation and have the lates 

producing gas, would you go ahead and expose i t ? 

A Down to the top of the o i l zone, yes, s i r . 

Q Are you familiar with the Monument pool itself? 

A les, s i r . 

Q What formations are producing from the Monument pool? 

A As a part of Eunice Monument pool, the Grayburg and San 

Andres. 

Q Is i t a very active water drive formation? 

A That is probably right, yes, s i r . 

Q That is the usual case throughout the Monument pool, ia 

fact, you are familiar with the fact that every day operators are 
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hooking on wells Iri the Monument pool that are unequitable, due 

te the great production of water? 

A That i s true, that is also true of the other sones. 

Q Then you would expose these formations and allow this 

water to flow up into the Yates formation? 

A I would not ever expose a water producing sons within a 

wall, i f I l e f t that impression I didn't mean i t . I f and when i t 

Would come up into the bottom of the well, I would Insist on i t 

being plugged back, i f i t were my say so. 

By m . MACEY; 

Q Following along Mr. Stanley's question there, you said 

you would allow a gas zone down to the top of the o i l connection 

to be exposed i n one well bore, i s that correct? 

A Yes, s i r . 

Q As you withdraw that gas froa the gas zone, the ©il is 

going to move up in the structure, isn't i t ? 

A Yes, s i r . 

Q Is that good conservation practice? 

A No, s i r , not i f you withdraw the gas at a higher rate 

than you are withdrawing from the o i l pool. I didn't mean to infer 

that I would proceed only from the gas sone, I would recommend at j 

least a small pressure differential in favor of the o i l sone. j 

Q That would require a constant bottom hole pressure analy­

sis would i t not, over the entire area? 

A Not necessarily bottom hole, you could do the top hole 

Ekometer but i t would require a periodic check, once a year perhaps 
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~Q Tou use the "word common souree of supply, what do you 

mean by common source of supply? 

A Common source of supply, I mean a reservoir which i s not 

limited in i t s effective permeability to the hydrocarbon fluids 

contained therein. 

Q A l l right, now, did you mean by saying this entire area 

was a common source of supply, did you mean there are not any 

single barriers at any one of the sones in this area? 

A I meant there are no barriers within any of these sones 

i n my opinion, which extend from edge to edge of the reservoir, 

or which completely shut off the reservoirs in i t s entirety from 

any other portion of the reservoirs, with the probable exception, 

I might say probable exception of the Skaggs, San Andres area which 

lies in the eastern half of Township 20, flange 37, I guess, and I 

do not have for, across that particular area to t i e i n the San 

Andres Oil pool with the San Andres o i l or gas produced to the 

west of i t , 

Q Now, with reference to the Yates formation, are you 

I familiar with the difference in pressure i n the Yates, from the 

j Arrow, well, for example, down around the town of Jal which i s i n 

25,37 to the town of Monument which i s about 19, 26 and 30, 27, 

how is that pressure differential set? 

A Off hand I couldn't say, I can look i t up. 

Q Well, i f a great pressure differential existed, do you 

s t i l l think that i s a common source of supply, i f there i s as much 

as an eight hundred pound differential? 
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i A I would rather expect you might even f i n d more than that 

from one area to another, yes, s i r . Well, i n any producing area 

of this extent, you can f i n d that much pressure d i f f e r e n t i a l i n 

extreme cases of low permeability. I have seen as much as two 

thousand pounds difference between two offsetting wells, i t was i n 

ay opinion, was considerably a tighter formation than this one and 

probably there may be isolated small zones of porosity i n the very 

top of the Yates which might not be i n the rest of the reservoir. 

However, I think that i s minor, that no one would want to complete 

a well alone. 

ti Now, are you- familiar. with the area i n 24 South, 37 East 

!where we have created the Falby-Yates pool? 

A Yes, s i r . 

Q I t ifc i n 24, 26, 1 believe and stands partly i n 37. 

A I was not here on your hearing creating that pool, how-

lever. 

Q In that area of the Queen sone, bottom hole pressure i n 

eviaen.ce shows that Queen bottom hole pressure i s , say i n the 

neighborhood, of three or four hundred pounds, whether i t i s a gas 

well or o i l well, ana the Yates zone i n the neighborhood of nine 

hundred pounds, whether i t i s an o i l or gas zone, i n the Yates do j 
j 

you think i t i s proper procedure for this Commission to allow a 
1 i 

well to be completed with both zones open i n the same bore hole, I 
j 

isuppoae they were both gas wells? , \ 

A I f they were both gas zones I believe i t would be proper ; 

proeeedure. | 
: i 
; i 
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Q wouldn't you get migration? 

A Probably the migration would get down there? i n my opinio^ 

i t might have to go quite a ways around, 

Q You answered Mr. Campbell about the dog and the t a i l . Do 

you compute the number of producing wells which are i n the Monu­

ment area and the number of gas producing wells i n the Eunice 

Monument area? 

A Yes, s i r , as a number I would have to count them too, I 

don't know the exact number. 

Q Isn't i t a fact there i s a large undeveloped gas area 

presently designated Eumont pool? 

A There i s a large area wich does not have gas wells, as 

such, completed i n them, that i s r i g h t . 

Q I t i s potentially gas productive, i s i t ? 

A les, s i r . 

Q How, of couz-se the Monument pool at the present time, 

Eunice aonument pool i s chiefly developed on a 40 acre basis? 

A Yes., s i r . 

Q And essentially on a 160 acres? 

A Yes, s i r * 

Q Is that entire, throughout? 

A To my knowledge, yes, s i r . 

Q There may be isolated cases where i t i s n ' t , but they are 

rather limited, isn't that true? 

A That i s correct. 

u ;,o\v about the gas through the entire area? 
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A Throughout the entire area, the gas sone has relatively 

few completions i n i t . 

Q Now, from an acreage standpoint, taking the entire area, 

|is the area more productive of o i l , or is i t more productive of 

gas? 
A Tou axe again limiting i t to the Eunice Monument, or 

the whole — 

Q The whole thing. 

A Gas. 

Q Is i t from a vertical standpoint of the vertical l i m i t 

volumetric standpoint, i s the porosity, does i t have more gas, or 

more o i l i n it? 

A The porosity available for o i l and gas accumulation with­

in the reservoir is f i l l e d with gas to a far greater extent than 

f i l l e d with o i l . 

Q And that is what you based your answer to the question 

©n, whether you thought i t was a gas pool or o i l pool, i s that 

correct? 

A Well, on that basis, i t would be more of a gas pool than 

o i l pool, I didn't understand that I answered that question as sucjh. 

Q I may have misquoted i t . 

A I think I answered to the — 

Q I asked whether you thought i t was a common source of gas| 

or o i l supply and you answered gas. 
A Either one or both, I mean to ae you could answer that 
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in two questions and I would answer yes to both of them, ©r you 

Dould ask one and I would answer yes, and 1 think what I did was 

•mswer one question yes, and didn't clarify the other part of the 

second question, 

Q That is a l l I have. 

MR. FOSTlfii One other question, on the question of whether 

there is an oil or gas pool, i© you know of any formula by which 

ou can determine whether a particular producing area i s an ©il 

>r gas pool? 

A I do not know of any formula that you can do that, and say 

i t i s either one or th© other, unless you are producing only ©ne 

cr the other, or i f only gas is present in the reservoir. That i s , 

however, true only within my knowlsige of a gas pool, I do not know cf 

any oil pools that do not produce some gas. 

Q Now, you did obtain the reserves of these figures of these 

©11 areas, did you not, from the repcrts of the Mew Mexico Oil 

Conservation Commission? 

A les, sir, I have them within the records. 

Q What are the reserves figures as compiled by the Sew Mexico 

Oil Conservation Commission on oil? 

A I will have to read them int© the record. As, shown by the 

Oil and Gas Reserves Report, December 1st, 1953, as put out by the 

NOw Mexico Oil Conservation Commission, and prepared by the staff of 
i 

the Commission under Mr. Spurrier and Mr» Macey, the reserves of ths 

fields in question are sat out by fields as followsI 

Arrow, 26,913,000; Sumont, §0S,939,00©! l»angaat, 9#2,522,000? 

and -Jalco, 527,479,000. 
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Q Have you got a total for a l l those! 

A I do not have. 

Q A l l right, now the o i l reserves. 

A Eaves, 6,200,000; Eunloe Monument, 105,£00,Q00j Hardy, 

210,000; Langlie-Mattix, 15,430,000; Leonard, 23,600; South Leonard, 

426,000; Penrose-Skelly, 4,600,000; Rhodes, 775,000. That i s a l l . 

Q With those reserve figures in mind for both o i l and gas* 

did you make a computation as to what the value of the o i l i s , 

and what the value of the gas is? 

A I made a rough computation that the value of the ©il was 

approximately twice the value of the gas, under the prices as 

presently in effect on the o i l and using a 10 cents per thousand 

value on the gas for both dry and associated gas. 

Q Do you have the figures that you arrived at? 

A Mo, s i r . 

0 Mow, then, as far as the volume of the two substances in 

the reservoir i s concerned, you say the ratio ©f the volume is 

about two to one as between the o i l and gas? 

A That is right. 
I 

Q And as to the voluae of space that i s occupied in the j 

reservoir, what is the ratio? j 

A I don*t have that figure, but i t i s way tises more for the j 

igas than i t i s for the ©il. 

Q Well, within Halts, how many aore times? 

A Oh, I would say between three and four times, as a minimum. 

q In other words, the gas occupies, say three to four time© 

as auch space in the reservoir as the oil? j ADA DEARNLEY & ASSOCIATES 
C O U R T REPORTERS 

R O O M 1 0 5 - 1 0 6 . E L C O R T E Z B L D G . 

P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 

A L B U Q U E R Q U E . N E W M E X I C O 

-105-



A That i s correct, 

Q Mow, without somebody giving you some sort of formula by 

which you can determine whether the t a l i i s wagging the dog, or 

the other way around, you dontt have any way to t e l l , d© you? 

A That i s right. 

Q Do you know of any formula that you can coae up with a j 

sensible answer as to whether i t is a gas or ©11 field? 
5 A I know of no formula in common useage. 

Q As a matter of fact, we are not determining this is a gas ; 

fi e l d or o i l f i e l d ; we are determining whether or not i s is one 

common souree of supply, isn*t that true? 

A That is right. 

Q And once that determination is made, or the limits of that 
i 

determination is defined, we are then concerned with the problem 

of what equitable basis, or on what equitable basis you can restrict 

gas production from gas and o i l wells, i s that the problem as.you 

see i t ? 

A les, s i r . 

Q And bring about, as far as gas restriction from ©il wells, j 

the matter of placing some ratio limitation of gas production on j 

the ©il wells, would i t not? 

A Yes, s i r . 

Q You heard, the testimony here yesterday, I believe, by 

Mr. Adair. He suggested you place a limiting gas-oil rati© of 

25,000 to one; you heard that testimony, did you not? 

A Yes, s i r . 
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Q Based on your studies of this f i e l d , what do you think 

about that sort of recofisaendation? 

A Based on ay studies of the f i e l d , i t i s my opinion that 

that is too high. 

Q Would you say i t is way too high, or just a l i t t l e too high? 

A I would say that i t i s two to three times higher than i t 

should be. 

Q Wow, i t i s obvious, isn't i t , that some method must be 

found by which the owners of the gas wells say be permitted to 

produce their gas without injury to th© well reservoir, and some 

method must be found by which the owners of the o i l wells w i l l be 

permitted to produce their ©il wells and the gas necessary in the 

production without injury to the gas well, isn't that true? 

A Xes, s i r . 

Q Wow, are you or are you not prepared to t e l l the Coiamissioi 

within that limitation those production limitations should be iaiposfd 

on the gas to the o i l level? 

A I believe I have an opinion that I would be glad to give. 

Q Would you give us that opinion, based on your study ©f 

these things. 

A In ray opinion, the gas demand should be prorated to the 

reservoir on an acreage basis, with the provision that the gas allowed 
i 

ito the individual gas well be reduced by the amount of gas produced) 

from ©il well or wells on th© same acreage. 

Q Now we haven't touched this year, I have never looked, since 

this is another year; what in your opinion i s the proper drainage ; 

area of a gas well in this eonmen source of supply that you have j 
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testified to? 

A I t i s my belief that a gas well can drain at least 640 acres* 

Q f-taybe more? A les, s i r . 

Q Woul.d 3'ou recommend to the Goiaraission that the proration 

unit in this area be fixed at 640 acres for gas wells? 

A Yes, s i r . 

Q Mow, i t is true, isn't i t , i n this area that we are talking 

about, you find o i l wells that are also completed so as to produce 

gas? 

A les, s i r . 

Q What would be your recoimaeadation with respect to the gas 

allowaSe from the gas wells that are located on acreage on which 

there is also located an o i l well, which is producing both o i l and 

gas? 

A I think I previously stated that the gas allowable as allocated 

should be reduced by the amount of gas which is produced from the 

o i l well which has the same common acreage, or wells which have the 

same common acreage. 

MR. SPURRIER: Can you find a break there, so we can receosj? 

I (RECESS). 

MR. SPURRIIRi We w i l l change the order of the docket 

a l i t t l e b i t . Kow, we want to recess Case 673 u n t i l 1:30 and 

any of you that want to go now, may do so, and we w i l l take the 

next case, Case 674. 

(Whereupon, the hearing in Case 673 was recessed u n t i l 

ls30 p.m.) 
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Karca i i , 1956 

AftMurnooo Sossion 

Pfi* SFUKItilfis The Hooting w i l l coa* te order. Off the rocoi|d. 

{DlacuaaloB off.the record*) 

(¥b®r9'apom tho hoariag in Sass 67} va* resumed aa follows;} 

Iffi. smmimi By «htdg» Foster. 

a Mr* Qrtaa* you teat i f led in 5i2 that there ma wast* occufr* 

lag in the Jalco and Laagast Oas Fool* as prsamsstly delineated by 

the Ceaadaslotu Ito you find e*ldanc* of wasto in the other two 

areas, tha Staaost and Arrow, the- mm as you have froviously testi­

fied to with respect to the other two pools! 

A Tea, sir, I think as gfeowa on one of agr «£hibits in 5̂ 2 

as far as the Sumoat and Arrow fields were oone^rned there aro 

certain gasoline plants that wore connected to those also, to thos^ 

pools also, «feich were popping @&s* la addition thera are other 

gasoline plants in the area whoso reports to the Oosisission on 

c-iH, show a oartain amount of gaa baias wasted. 

Q Tou have also tastlflad in 5ft£ that in your opinion i t 

was aacaaaary to prorate ths gaa production from ttease gas wells ih 

ordar to protect correlative rights* That taatiiiony at that tins, 

I believe, ms United to the Jalco and tha hanpsat Pools, Are you 

also of the opinion that i t would be necessary to prorate gas fro® 

this coiaiion reservoir that you have testified to is order to protect 

correlative rlgits? A Tes, air. 

Q You testified, I b#li@v#t i n Cas© $$2 that you found evi-

donee that tha pip© lino coopanys wore not taking ga* ratably as j 

b#fcw®©» th® &leo and tanpsat Pools as preaantly dnuUseated* Bo 
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mm t&st you have ineludod in the common resarvoirf j 

A Y#s# $lr» 

!H. FOSfiRt At this tine we- would like to offer la evidence 

SxhlMts onto through. al** If tha Cossiission please* aad with the 

merest that wo be persisted to withdraw Sxnlelt &u»*ber One* That 

la tba only one we got* That is a© far aa wo got with it aad It is 

Juet & rough work aap and we want to make other eopiea of it without 

having to go back to tho original source material* Just have some 

girl or toiasbody aaka thos« copies and then wo will ©end thesi back 

juat aa soon aa wo mn do that*. 

HR* SFtmilfSU Can you bring, 1 was ©»ing to say, om you 

bring thaa back later? Ia there objection oa tha offering of th 

Sxaiblte -and the wlt&draaml of Sshlbit One? lathoub objection they 

will b« adaltted. 

ME* FQ3TSU That ia a l l * 

m* SFIJ11I1R! Anyone have a creation? Hr.. Caaapbell. 

By &. mmmM 
Q Sr. 0r i i» # j m will be present at next acuta** hearing* 

will you not? 
A I can be I f noosaaary* 

MU SPOlEiiRj Hr. Caapbell, aay I interrupt, I have got a 

l i t t l e legal statement 1 want to road about this tost£aaay* Tale 
i 

coaeerns what teetiattny will bo and will not be allowed.* Thla 

aaaouacMSwat, I hope, will clarify the ruling of the Cesiaission ; 

yesterday relative to the introduction and incorpormtioa of the re­

cord of Case $&2 in Case 673* incorporation of the r»eord in 

Case 5i2 is aubjeet to ths follfladng eoadition* and qualifiaatlonjK 

-eney-Asy ?artrwl*o--lotrodu^ed t e » t i a ^ y - ^ ^ e M d ^ ^ ^ n ^ g » _ J g 2 J 
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way change* qualify or anaaad it*© position previously taken by tho 

introduction of now or additional evidonea and testimony in Case 6*0 • 

fmi Parties who introduced evidence in $9% shall at seise tiŝ e 

during the h ir ing m̂m 67J have prosoat their altaaaaaa who 

beatified in Cane 562 so timt those witaassoa aay he croas examinee I 

by oth«r iiifMunaatad part laa* 

MR* CAXPSSLLs I was referring particularly to tae Sehibitii 

offered here so that th© people bare wil l have an opportunity to 

e*aadno the® in connection with their own record and ask a^eatiana 

next axmth in connection with then* 

m« FOSTSKi ltr* Griam will bo available barring any unforee^n 

clrexawtances that we don't know anything about right now* 

HR. CAWPBSLts Hr* Grissa, 1 don't think 1 aa ejolta clear on 

mom of ths auggeatlons you aade, I aaawe* that the suggestions &r$ 

the suggestions of Fhiilip*8 Petroleum CeggMM* in oranaetlon with 

the approach to this problem before the Coandja t̂aa, la that correc^? 

A I ballot* that is correct. 

Q Aa 1 understand i t , you eonaldtr that thl* entire area of 

theso four presently designated ga* pools and mmm additional acreage, 

I premaae, on the edges of i t i s a l l one ©©unon reservoir? -

A To©, sir* 

Q I %ma .not clear whether you proposed at this time ©r had 

: any re^onaandatlon with reference mm to whether i t should be el&ssi-

! fled as a gas pool* Kay I explain, Hr* Qriisst, what I am getting 

at! Perhaps i t will help you in your statement* Under the defi­

nitions in Hew tf exico as they now stand* any- well within a §o»on 

aource of gas supply is autaamtleally defined as a gas well* That 

'L^gftOd îot̂ bê ruo with this -^peat-deflaed ae an-oil aad gas pool*— 
A D A D E A R N L E Y 8s A S S O C I A T E S 

C O U R T R E P O R T E R S 

ROOM 1 0 5 - 1 0 6 . E L C O R T E Z B L D G . 
P H O N E S 7 - 9 6 4 S AND 5 - 9 5 4 6 
A L B U Q U E R Q U E . N E W M E X I C O 

- i n -



That ia th* reason I aa asking you whether i t i * your r*ooaa«*aiatlfn 

that t h l * he defined as a ga* pool or as an. o i l and sua pool* 

A I think i t would he Janoh better defined «* an o i l and ga* 

pool* 

C fi»«ri 1 appose that i f that is your suggestion then you 

w i l l have to have son* method of determining which wall* within tbf 

pools ara o i l well® and which are ®tts wells, is that correct? 

A That is eorroot. 

c Do you have a reconttandatlen a* to how that oaa be done? 

A % opinion, any well that aakae. that produces liquid frofi 

the well head which is also liquid in the reservoir is aa o i l well)* 

Q Irreapeotive of the sa**oll ratio? 

.% Tm.% is correct* 

C Is. «Soes any well producing froa the five sones that you 

have said are a l l on* connon reservoir that froduc®» fro® th* well 

head hydro^earboss which are liquid ia the reservoir a* an o i l welIt 

A Tea. sir* 

Q Anything else then win be a ga* well? 

A Tea, sir* 

Q Bo you august that the only well* that are prorated uuddr 

the gas proration schedules shaU be- the walls that you, under your 

intes^retatlon, call gas walla? A ten, air* 

Q How io you propose to handle the production of gas froa 

the other wells, the o i l wells? 

A ••>. a limiting gaa«oll ratio. 

u 1 understood you to say that you proposed or suggested a 

10,000 to 1 Halting sas-oil ratio* 

--*ctmlly-s*dd_j»*;JE_iisuld say goae place 
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between 6 to 10 would bo a good liadtlag ratio. 

Q Sow MA you arrive at that? Ihat studies did you make? 

i m i , ia arriving at that 1 had available to w® studies 

that were m&m m th* total o i l and gaa* cawfagued ge* promotion 

for the area ir* the pool* involved aad th* area &® a whole varied 

soawwher* between there, I think that the actusl average a l i t t l e 

less thaa i,000* I am not sure. 

Q Tou are taking the av%rsg« of the present g*n*oll ratios 

throughout that entire area? .4 T**# s i r . 

Q Tou dlda»t nek* any study with respect to the most * f f i -

eisBt rmtt at which the wells in any par* of this sree could or 

should be produced? 

h afall, and also I took into account the too allowable and 

t i * fact that a top o i l allowable and the- fact that aa o i l mOl is 

prorated on 40 acres and that i t would not be efnitable to give an 

o i i wall oa 40 acre* any appreciable, any nor* ga* than a coeparabie 

quarter of a ga* well on a 160 acres. 

Q Mmt-m are getting to the point 1 sa trying to find here. 

Is that the basin on'which you arrived at this jp*«oil ratio sugges­

tion? A Partly, yes. 

Q In other words, was i t based on an attasjpt to «gualis* th* 

withdrawal of gas froa ga* walls and o i l froa- o i l walla or ms i t 

based mi the most efficient rate at which the o i l could be recovered 

fro® the reservoir? ; 

A I t ms based on equalising the withdrawals. 

Q tou have aad* no study with reference to the best way to 
reservoir 

get this o i l then, and gst this o i l that is in the/ out of the ground? 
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you should r t s s w ths a i l i n a i»#««rwiJf of thia type while you 

s t i l l have an Adw^Bjat* gas pressure bo recover ib f 

A T«% sir* 

Q And tbat bains; true, wouldn't i t ba tbe has* free tbe 

point of vies* of conservation setting aside for the Eiosaat th* prom­

ise of %tm owners of ge* w * l l * # fron the point of view of conser* 

vatica, wouldn't the proper test of gas-ell rati© be ths point at 

which wa could recover the gr**&**t aassatt of o i l by i n i t i a l effort 

aad s t i l l not allow sa unlimited amount of gas to be withdrawn frofe 

tha reservoir through an o i l well? 

A there is a breaking point there where your increase in 

ratio would b® acre than, probably would be acre than offset - by the 

loss in energy that you would have froa your gas production and 

you would have to put the #«#r^ back in the ®as for- transmission 

purposes by using part sf i t to ©oppress the gas back up to brans-

sdaaton pressure* 

Ci fea# 

A However, that Is probably a matter of aaoaoalc* and I domft 

h&ve any quick way of aaying emctly what that i s r ight now* 

Q But fo r the purposes of your sus^pstfen ss to * proper 

o i l r a t io , thoaa factors that yeu haw* Just Mentioned you didn't 

eonsidor* Tou considered how we could reduce the ra t io on o i l walks 

; so that they wouldn't be getting any acre gas than a correspondin 

ga* well on. the *ladl*r siae unit next to i t , didn't you? j 

A That is correct* He**wer, i n Ha l t ing your rat io you have 

to also allow th© same ratio on s H wells snd as between wells, i f 

i vow mn force th* gas to a low rat io wel l , you are a^ing to get a 
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«rffici«»t use"of your gss tbsif you are~froii &~Sgh ra»io well. 

POT that raason* there should ho some optianm point* 

fou have jaade your study to tha effect that to say that what 

:you are suggî sting: Ss tho op%lmm point, have yout 

A Wfeat 1 as suggesting* I would say this, ss b»twee» tha 

iM«snty and twsaty»fiva thousand and tan thousand ratio* I think 

you should try to got the gaa. o*sr to tha tan thousand ratio well* 

•Tha twenty-five thousand ratio wall will was up tho gaa saieh faats*| 

and set lass oil than i f you save i t and push i t out of the ten 

thousand ratio wall. Of course* that foes on clsar on down to 

leas than that. 

Q Tou weationed this warning in connection with your aug-

gaatlon that if you had a 160 a«r« unit with a gee «3UL an it and 

with an. oil wall or oil walls OB i t , that you would reduce ths 

aJOowmblo for the m® wall by tho enwunt of gas that was produced 

through the oil well or walla* is that correct? 

k Tes, sir. 

Q Tou also stated that this satire mm in large part has 

hmm dare-loped, or was originally developed* as an, oil ares? 

' A Xes, sir* 
Q OR 40 acre spacing? - A That is oorreeb. 

were 

Q i f what you propose / put into offset* what would fee thsj 

advantage of anyone d r i l l i n g gas wells at this m&m of the gens* oft 

160 acre unit that- has an oU well on i t t j 

1 there are aoattrons o i l wells which eves though l i a i t ed by! 

gas-oil rat io could not saute m aa*eh gas as i f they had* por acre*; 

as i f they had a gas well on then, t,, that case 1 think i t would j 
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his correlative rights as I f ^ put a ga* well or dually oomplebed 

his well, o i l wa l l , i f ho wore able to get the o i l up to -th* — 

Q flBt§rru|rt.iasi that i s hardly unlikely under the present 

limitation* Assuming 400*000 cubic foot take from wells of oh* a 

160 0 the point of view of economies, that wouldn't he very pmetieel, 

would i t , i f you were required to produce from that the that y©4 

produced froa a ge* wall oa the m m 163 sorest 

A well , I do not think that I t would he too practical to d r ^ l l 

a naw well* However, I t i s ay experience that essentially a l l of 

those wells, the o i l wall* b tw bradenhaa*' conssctioa* r ight now* 

Th*y nay m t be classif ied as gas walla* but that has been because 

of the operator'* option, but they could b* ©leaned up and made ln^o 

gas walla and get the ranaiadar of any allowable that might be 

coning to thaa sad do so econosieslly, i f they can t do i t and pay 

out their investment,then obviously i t would be useless fo r them 

to do i t * 

0 j£hat you are actually doing, Rr» Oriffa* by your suggsatioik, 

is i t not by relating th* amount of pis you can produce frois a gas 

well to the amount of m% you produce fro® m o i l well i s prorating 

cs*lm**kaad gas, i sn ' t that right? A I o , s i r . 

c v e i l , you are basi&$ your g»**»oll ra t io act on the engineer-

ing aspects., but upon tha ralationship between ths apptmimat* amount 

of ga* that a gas well w i l l get on a ga* unit* 

k 1 don't quite follow the c^estiom* 1 wa* basing i t | on 

*<{uai withdrawal* \ 

0 Tes* . j 

A I don't think ss such that 1 was prorating the ga*, th* j 

i^ingh*nd-ga*» 
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A t wa* limiting the production by not -^mmtixm i t . 

Q Let v* **k you on* more ̂ eestloji witt Xeroses te yew 

suggestion here* Tou have told us what you would do IX you had ss' 

o i l well or o i l wells sad s gas well on the sans 160 sere wait* 

3uppos« you have four o i l weHs on 160 a*r*) wnlt and you have oso 

gaa well on the adjoining 160 sore unit* Hhat then would you- do 

with refereace to production .Iron the oU m i l t 

A That is assuming that 160 acre la the- basic allomble uni|b? 

Q Tea. 

?. I would allow the o i l walla to produce o i l to tha extent of 

their allowable providing thair pis-oil ratio didn't cut them off, 

Q In other words, you would limit the gas that eould be use|i 

from the unit that had four o i l wells on i t to th® amount of gas 

from a unit adjoining i t with one gas well? 

A fe'ell, 1 don't believe I said that. 

Q Well, what did you? That is what you, I understood snd 

1 #m trying to get I t €lear. 

A But I would not allow them to produce any more than the gas 

unit. That Is correct. 

Q So you would be controlling the production of the o i l by 

the allowable for the gas, wouldn't you? 

A 1 think very probably that i t might work the other way 

around. 

Q flow could it? 

k I f fou set the limit up f i r s t , on your gas-oil ratio for ; 

your o i l and produced that, then the remainder of the market would 

be divided amongst the gas wells. The gas aereage which would take 
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the whole acreage, then the gas acreage would he allowed to produce 

their amount, I w i l l hack up one step* The gas acreage would he 

allowed to produce that much plus what had already been limited, 

less what the o i l wells had produced* 

Q These o i l wells J am talking about are oa an entirely dif* 

ferent unit* A That is a l l right* 

Q Five, four o i l wells and I as producing under an unlimited 

gas-oil ratio now and 1 am selling a i l my casinghead gas , i t is 

being marketed and i t takes an amount of gas in excess from eaeh 

of those wells, In excess of the allowable on your pis unit to pro-

idues that o i l , what would you do? 

A Well, I s t i l l — 

Q (Interrupting} Would you cut the o i l production back or 

I shut down the wells? 

A 1 would cut the o i l production by a limiting ratio, yes, ;sir. 

Q Tou would base the limiting ratio on ths amount of gas that 

was being allowed to that pis unit? 

A io, sir, what is l e f t would determine what would be given 

| to the gas well. ! 

Q 1 don't want to labor the point, but the ultimate effect j 

'of that is that you intend to treat this reservoir as a gas reser-! 

voir and control the o i l production by the use of gas proration, 

isn't that the ultimate effect? A Mo, sir* So, sir* 
. from. 

Q Suppose the gas company purchasing/the 160 acre unit with 

a gas well upon i t does sot nominate any gas from that unit. What 

would you do with your o i l wells on the adjoining unit? 

A I would let them produce up to their o i l allowable pro­

viding they didn't go over thair limiting ^aa-oil ratio.. 
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~ other" wo^ 

the pis-oil ratio is established, produce up to the amount of o i l ;Lt 

could gat under that limiting ratio? 

A Tee, sir* Insofar as the gas would be used to beneficial 

Q Irrespective of how much gaa was taken from an adjoining 

unit? A that is correct* 

Q That is what 1 wanted to find out, your proposal* 

MR* CAKPB3H: I think that is a l l * 

MR. 5PU8RI3R: Mr* Woodward* 

Amerada would like to cross eaeamine Mr* Srimm with respect 

to the vertical and horizontal delineations of these pools, but 

before i t undertakes to do so, to eliminate any misconstruction or 

wrong inference froa i t ' s questioning, wa would like to point out 

that we have for some time been engaged in a study of just this 
i 

problem and ss yet we have not completed that study snd are not in 

a position to state an ©pinion either way* In other words, until 

we do know, until we do feel that we have the facts In mind, we are 

not taking s position that this is one common source rather than j 

several, but we are ©imply questioning ltr* Grim to cast an addition-
\ 
; 

a l light and t© clarify our understanding of the basis on which h* 

reached his conclusions* With that qualification in mind, Mr* Orimm* 

Q In the area shown on Exhibits One and two some of the wells, 

I believe i t has been stated, penetrate several nay sones of gas ! 

or o i l snd gas. A that is correct. 

Q These pay sones are separated by several feet and in some 

eases several hundred feet of impervious section in various wells* ADA D E A R N L E Y 8c A S S O C I A T E S 
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A In some sones, yes, s i r 

Q That is true, 1 believe you testlfled that there were wide 

differences in permeability, porosity and pressure within the 

formation and between different parts of the f i e l d , i s that correct? 

A Yes, s i r * 

Q Is there a diversity in the lithology of the individual 

formations i n which these pay sones are found? 

A To a certain extent, yes, s i r . 

Q what do you mean, to a certain extent, could you indicate 

I the extent at a l l of that diversity? 

\ A Well, there is a diversity in this way that tha accumula­

tions are found in both dolomite and sand sections and either one 

or both may have & considerable amount of different type of material 

j such as anhydrate or shale and to that extent there is a diversity . 

Q I t is within the same formation you may have a dolomite and 

some shale and sandstone? A les* 

Q Which results in different chemical and different physica]L 

properties of the formation in various parts of the field? 

A les, s i r * 

Q Were there differences, or are there indications of the 

differences in the geological conditions under which these format 

were deposited in your opinion? 

A lea, s i r , certain differences* 

Q What characteristics do these various pay sones that under­

l i e this area have in cession? 
k Porosity and permeability* 

Q in other words, they have in common the fact that they are 

Uall-aart-ef-the-

ions 
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Q QO they have aay other physical or chemical characteristics 

that you could point to? 1 believe you said there was wide diversity 

is porosity and permeability ia different parts? 

A Naturally they have a certain amount of affinity for con­

tained liquids* They have, a l l of the® have impervious portions ol 

the reservoir, that is the grains of dolomite or sand are impervious 

within themselves, the shales are made up of s lattice work type 

of material which may be called both permeable or impermeable, de­

pending upon your lower limits. They a l l have surface tension pro­

perties* 

Q Are these characteristics of a l l the shales by definition 

or are these common characteristics of shales in the same et 

souree? 

A Vhich those particular characteristics, 1 believe they are 
1 characteristic of the one that I mentioned. I mean the lattice wô e 

:type material is probably characteristic of a laminated branch 

!of the shales and would be true in wherever you might find that 
i 

!particular type* 

| Q i t is characteristic of that particular type of shale wharev-

ier you night find it? A Thab ia right* 
Q Hot necessarily the shale of the same cosmos source? 
A That is r i # t * 

Q Tou would normally expect different pay® in the same common 

souree to have some common characteristics, would you not, or would 

j that necessarily follow? *- 1 think they should ha*e* 

o They should have? A Tea, s i r . | 

Q They at least should have some common connection, these 

L-psys-shouldvtiieyjjotl-
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A That is correct* Thar® aay he in aa area ef this kind a 

rather diverse change froa one end to the ether, but within eon* 

tlguous portions the change would be rather alisjat I would think* 

ME* WOODWAISS Off the record for just a moment* 

{Discussion off the record*) 

Q I am interested here in where the connection is between 

these pays as when I , which as we stated were separated in some 

cases by several hundred feet* 

A I would say the connection is through varied and diverse 

tortuous path of the permeability which unfortunately* or fortunately 

doesn't always go in a vertical direction* I t can ge ©ut sideways 

and go straight down and in any direction from the vertical or the 

horisontsl* The sones themselves are laid one on the other without 

any common impermeable section of any great lateral extent, The 

dolomites and sands as such which, make up by far a greater propor­

tion of the total volume are is ao place, to my mind, completely 

impermeable, they may have certain characteristics which render them 

impermeable for short distances due to their containing liquids, but 

as reservoirs themselves, they are not impermeable and for that j 

reason 1 believe that they are one common source of supply* j 

Q Can you point out any particular place where these pay I 

sones get together? A Pay sones? 

Q Yes* | 

A Well, I think that you w i l l find as you go from the Eunice 

Field heading south, or iudeo-lfenumsnt Field heading south, start** 

ing approximately say the south edge of section 13, Township 20, Range 

3$ Met, as you go south from there into the southern edge of the 

south Buniee, you wiH_find you w i l l go location. 
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by locstion from nn© well to the other one, you ere producing o i l 

from each location and yet as you go south you step from one sone 

to another as the sones dip into the water level and out of the o i l 

sone* 

Q That, in your opinion, substantiates the intercommunieatiejn 

between different pays? A Tea, s i r . 

Q What i s th© o i l and oil-water contact in this one big com­

mon source? 

A I t is approximately — the oil-water? 

Q les* 

k I s , oh, I would say about a minus four hundred plus a minus 

one hundred f i f t y feet. 

Q Is that a range, or i s that approximate? 

A That is a range. 

Q In other words, is the oil-water contact throughout this 

area one common level? 

A Ko, s i r , in this or no other f i e l d that 1 know of this 

nature. 

Q I t is at different levels? A les, s i r * 

- Q What did you indicate wa» the range? 

A I said a minus four hundred plus or minus a hundred or f i f t y , 

Q Be about five hundred feet? 

A So, I aa sorry, a minus four hundred feet below sea, level 

plus or minus one hundred f i f t y , i n other words, from a minus. 

Q A hundred f i f t y to a minus four hundred? 

k Tea. No, minus 350 to a minus 550* Minus 250* 

Q Between two and three hundred feet variations? 

-A—-Yes,-sir*— 
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Q Tb»t doean*t militate against this being ene common source? 

A Bo, sir* 

Q Vhat explanation do you give as to way i t varies? 

A Well, one of tbe big reasons of course is in the permeability 

differences that you run into that there are places where you are 

not even permeable to a liquid that is down in the o i l sone and 

therefor® you go maybe froa a gas into nothing, that is into an imj-

peraesble section and right on down, in the f i r s t liquid yew pick xx? 

maybe water, i t may be some o i l and depending on what is tested or 

produced into the well bore you would call your contact. In other 

words, the f i r s t contact of water would be the f i r s t water you got. 

I t may be down 150 feet in an impermeable section and yet i f that 

same impermeable section were within the gas tone and is of a suf­

ficient height above the ©11 sone or above the water sone to render 

the water content low enough, you could have gas production. 

Q And this uneven water table in a single common source, I 

believe you stated, is a fairly common phenomena? 

A i t ia essentially common within a dolomite type of reservjoir. 
i 

Q What is the gas-oil contact ia this source? j 

A The gaa*oll contact is st approximately a minus two bundijed 

feet below sea level and i t would also vary probably one hundred f i f t y * 

Q I t w i l l vary too? A les, sir* 

Q For the same reason that the — 

A (Interrupting) Tea* sir* 

MR. WOODttA&Bt That concludes our line of questioning on that 

phase of your testimony* The other question deals with a statement, 

I believe you made, that one gas well %*euld drain at least 640 acres* 
-A--—Yes, sir. 
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Q Is that assuming that there are no other gas wells on a 

640 acre tract, or is that assuming an area that has not already b|»en 

developed to a density of 160 acres? 

A That ia assuming that that m® well is the only gas well, 

or the only well producing gaa-from the acreage* The fact that 

others might be completed would have no affect on i t other than i f 

they were producing well® also, you would have an interference of 

drainage areas ao that eaeh one, 1 mean the sum total of the wells 

would divide up the drainage area. 

Q In other words, i f you had a gas f i e l d that was 640 acres in 

extent and one well would adequately drain that f i e l d , but i f the 

640 had been completed in i t , each one of those wells would not 

drain 640 acres, would they? 

A Would you reatat© your question? 

Q I am assuming certain physical facts. The physical facts are 

that the- fie l d is 640 acres in ares* I t is a fact further that one-

well completed in th© f i e l d w i l l completely drain the gas to i t s econ­

omic H a l t , Let us suppose i t is also a fact that there are 640 wells 

! in that f i e l d , w i l l each one of them, i f they are a l l producing, i 

j drain 640 acres? 

I A Ro, s i r . I f they are a l l producing at the same time each! 

on© of them would drain their proportionate share* 

Q Yes. In other words, your effective drainage area dspend'e 

not only upon your engineering facte but also such facte ss what 

wells are in existence in a given ares, is that not true? ! 

A I t s , s i r , that is correct* 

ME* WOODWARDS That i s a l l we have. 

„mi*-smm£mis-- Anyone 
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Q Ar© you familiar with tha Phillip** Falhy lease, tha Fhil}L-

Yatas lease in 24 south, 36 east, Section 24? 

A Phillip-**, what lease? 

Q Phillip's Tata© lumber One, 24 south, 36 oast* 

A What sootion? 

Q Section 24 southeast and southeast* 

A 1 think very probably you are mistaken* I don*t believe • 

I think that is an over-ride lease that probably we have* 

Q Are you familiar with that general area? 

A les, sir* 

Q I believe that well was producing out of the l e t * * forma­

tion, o i l * A 1 think that is correct 

horison? 

Q 

A 

Q 

A 

Q 

Has Phillip*s condemned a l l the sones below that tsone 

A I would have no way of 

Do you think i t has future possibilities of production? 

Below that horison? 

tec* 

I imagine i t potentially may have* 

I f tho Commission adopts your recommendations for putting 

a l l the Yates and San Andres horisons in on* pool, how w i l l the 

Coanleaion be able to give that well an additional allowable for 

eaeh new horizon find of oil? A That well? 

0 Teg, sir* • lot that well, but that lease or that ares* 

k Ion would have to d r i l l a well to i t * 

C Sir? 

A You would have to d r i l l « well to i t * 

Q Your recogsaendations are that the Commission adopt that_ 
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Interval from tha Yates down through tho San Andrea as the~tertica-. 

limits for that pool? 

A Only ia — 1 may have stated that, 1 meant only insofar 

as th® hydrocarbon accumulation is present and 1 certainly did not 

mean dons in the south edge ̂ ere you go into the water long before 

you hit the San Andres or the Grayburg. 

Q Perhaps we should define this pool on some other basis than 

the formation of namee then? A Probably, 

ME, M0K700H5RY* Thank you. 

By m* SSNBELi 

Q I would like to ask you a question pleas®, Hr*. Grimm* 1 

was confused yesterday, today I am beyond that state and I am really 

fouled up* Lot's assume that this Commission writes an order stat­

ing that the fates-Seven Rivers*4ue@n^Grayburg and San Andres are 

a ctossson source of supply and in reality are one producing boriseiu 

Co you advocate that this order, can an operator set pipe above th* 

Yates and suppose the Yatea-Savea IIvers~Quse»~Grayburg and San 

Andrew formation —* 

A (Xx*t*rruptlng) For what kind of production? 

Q {Continuing} — in one well bore, 1 want you to t e l l 

Commls0iofi how you would write tha order* 

A Insofar as i t was gas productlaa* yes, sir* : 

Q What i f you have gas and o i l production? ! 

A I would never advocate opening a gaa reservoir or a gas mp 

directly into a well bore where you have an o i l sons underneath and 

open Into the same well* 

Q Well, sewf how would this Csasdaaion write this order soj 

•.-SSgt&S&iStrt 

thj 
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A 2 think that they, w©U t I w i l l put i t this way* I f 1 

war© writing ths order 2 would make i t psmisslblt to open a wall 

bora within th® gas aone from ths tup of tha Tataa to ths bottom of 

the m» -producing horison. but that i f the well penetrated the o i i 

aone than I would .say that only within the same casing string could 

the gas or the o i l be open to the reservoir or to the well* I 

realise that leaves you the possibility of Bradenhead connections, 

but ss far as I m personally coae*ra*dt that Is the same aa two w^lls* 

Q ifould you get two allowables out of th® one well? 

A Tou would get one acreage allowable for o i l and one acreage 

allowable for §&s* 

ME* STAfflSfi that Is a l l , 

m* Z?vmxm,t Anyone else? I f not the witness may be excused, 

(Witness excused*) 

! fi* t * MfllfiS 

Having f i r s t been duly sworn, teatiflad ss follow*: 

p^m rnmmim. \ 
wm* mm* \ 

€; ¥111 you state your name to the reporter snd the Ckaa&ssiin, 

please? A H. f . Khlte* j 

Q Where do you reside, Kr# White? | 

A Bartlcsviile, Oklahoma* 

Q Tou arc employed by Phillip** Fetroleum Company? 

A Yes, sir* 

C TR what capacity? A 3a s engineer* 

C I m t educational trainlag or qualification* do you have a* 

a gas engin**r9 Mr* White? 
: A graduated from the uMysrslty^of terns i n 193 S with an 
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engineering degree* 

Q What experience have you had in tha practice of your pro­

fession? 

A In that year I started with tho Haiiroad 0e*s®isaIott of 

Tarns ia th© pai*handle field* Worked with them slightly over a ye4rf 

then I Joined the Phillip*s Petroleum Gesspsay in 193? &«d have been 

with then in m&m end of the pis business continuously since that sime. 

Q Use your experience with Phillip* s Petroleum Company been 

in ths natter of the proration of gas generally? 

A Yes, sir, i t has. 

Q Somewhat particularly has i t not? 

A Tee, sir* 

MR* FOSTERS 1 w i l l submit tho witness is Qualified to testify 

i f tho Cosset salon please* 

KIU mmawti I think he is* 

Q Kr. White, I just want to ask you on s few creations on one 

phase of this case* I t has been proposed here that the CoMiissim 

should allocate a minimum- allowable of 500*000 cubic feet of gas a 

day to each pm well in the cession source of supply* First X ws»4 

you to t e l l me whether you would recosaend such a procedure and i i 

you don't, t e l l me why you don't* 

A As I understand tha problem of proration as related to tie 

Coaadaslon, they have a duty established by law of regulating proi 

duction for' two purposes* One to prevent waste and one to protect 

correlative rights* Aa allowable of 590*000 cubic feet .per day i t 

not desinaod to do either one of these things-* | 

Q Are you saying that any adjilsiuni allowable would not be 

-^atasVto--the preventloa-af-waat**- T 
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A io, sir, I m not saying that* 

Q You &re just saying that a minimum, that there be ao reason-

able relationship between tha prevention of waste and the ©inimuis 

allowable of 500,000 cubic feet per day! 

A I don't believe there ia, no, sir* 

C Y«s. In ssois© areas in which you have had eaqperienee, wel^a 

li&ve been assigned & jgdniaua allowabls either by an order of the 

Eailro«,d Ccanissien or under statutory authority, what relationship 

is there between th® prevention of waste and sdnlauB gaa wall alloy-

shiest 

A The only eonnaetion that I earn see is that it would preveht 

the abandonaant of many small walla or prevent a maw froa plugging 

his well on account of not being able to produce* 

Q What you are saying is that within proper limits, you could 

have siiniauM gas well allowables for the purpose of preventing pref 

®atur« afeaiidonffient of wells? 

A Too, sir, keep him in business until he could get a connec­

tion that was profitable* 

! H Can you think of any other reason for assigning 

allowsble to % well? A io, sir* j 

Q prematura abandonment of a well would constitute waste, I 

would It not? | 

A Well, it would be wasteful to the mm who owned the well* 

It wouldn't necessarily waste the gas as such* It might be unprofJLt* 

: able for someone else t© drill an additional well, in that sense itj 
: would be wasted* ! 

Q What you are saying is that the gas would s t i l l be down 

a fflinimuM] 
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through mm® other well? A Thai; is correct* 

Q than os that basis ths assignment of a siimi«ui& aliewsM* 

a wail alght also toad to protect correlative rights* night i t sotf 

A Y*s, sir, i t would* 

q mm thsrs ha* bean a good dsal of testimony here i i i this 

ease about these minimus take provisions i s certain osntracta of ths 

proditesrs in these fields bare* Do 'you see any relationship betwejm 

the ©inlaws take provision in a contract between th* purchaser and 

the producer snd sarfcet demand? 

A Hot necessarily, no, sir* 

Q I f there is any sueh relationship* i t would be purely co­

incidental, would i t not? A I think i t would. 

Q I f this Cosslsslon would for any of the reasons that you 

have awcitieaad, f i x a sintesi allowable for a gaa well, have you ajny 

surest ions as to what idnisium allowable should be, or let me put i t 

this my f i r s t . In these arose that we are talking about, do you 

see st tho present t i n * any necessity for the establishing of a 

sdLniauB allowable in these gas wells? 
i 

A I have not conducted an investigation along that line* j 
i 

Kowsvar, I haven't heard of anyone was has necessarily about to lose 

his well on account of son production, but then that doesn't saeanj 

there are sons* j 

C I t you were for say of the reasons- that you have Ktentloaid, 

going to allocate a minimus aHowabi* to these ̂ s wells, within 

what limits would you confine that minirsus allowable? | 
I 

A Oh, to eneu^ pis to keep his operating expenses and lease 

in operation as far ss his royalty owner is concerned* 

sesougb" 
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of too lease? A let* 

Ci So that th* lease might sot terminate because i t ma not 

producing fias in ceaasirelal quantities? A Tee* 

Q Bow that amount mi#it under various ctro^stances, vary fi+si 

tlae to tltte, night i t not? 

A That is correct* I t aay depend oa how his leaae read** 

Of course I don't think the Ceeadsslaa could take a l l of those things-

into account* 

Q X underetand that* But they would have to relate to cos® 

power that they had i n adssinisterimg the conservation law* of the 

state such aa wast* prevention or the protection of correlative 

rights? A Ten, s i r , 1 think so* 

ME. POOfSRs I believe that i s a l l * 

Mm SPOfffilSRs Anyone have a ouestiom of this witn«ss? 

Mit. AOAlRi w i l l th© witness be here next month? 

M» FOSTSSf I can't say about that* 2 wouldn't know whether 

i t would bo possible for Ma to be available or not. We got spreaji 

a l i t t l e thin now and than* | 

I MH« ABAXfU ¥e have m questions st t i l l s tlaa* j 

KH* SPtlEHllt! I f no further creations, th® witness amy be j 

j«xcue*d* i 

(Witness excused*) 

m* POStSRs fhat 1* a l l we have. j 

l«u SPUESIlEs We w i l l take a short recess* I * there any I 

> other testiaoay or witneaaas in this cms* today? We wiH take a 

recess« (E«o«aa«) 
MR* SPUBlIlEi Ths Meeting w i l l cos* to order, pie**** I 

:eeaum that no one lias any further cowiant in Gas* 673, le that 
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the regular hearing in April, April 15* The asset case cm the 

docket SM Case 

3? ATE to'' Mall CO ) 
i ss. 

CO-;KTY C:-- ir;f;MJLLC j 

dfSt Ado aecrnlsy and Helen Furcell. Court Reportere tod 

Hotarlua i\*L l i e , do hereby csrtii'y that the foregoing and et cached 

Transcrip- of Hearing before the Hew %xieo Oil Conservation 

Cosaaission ia Case 673 on *Jarch 17 and IS, 1954, woe reported by 

uo aftti the sast© is « true and correct record of the pro­

ceedings. 

2 A svrmm mwiiQ? m IIAVS H-FFIISD eu?. B^DS AX a 
WOI'A'-IAL SEALS this L 27th dmy of fcsreb, 1954, 
in th# City of Albuquerque, County of Bernalillo, 
State of lew Mexico. „ 

My Ccsafeiiasion Expiress 
June 19, 1955. 

Kf Coceiisslon Expires. 
December 16. 1957. 
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BEFORE THE 

OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

Santa Fe, New Mexico 

* * * * * 

TRANSCRIPT OF HIOCEEDINGS 

CASE NO. 67^ 

Regular Hearing 



BEFORE THE 
OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 
Santa Fe, New Mexico 

Ap r i l 15, 1954 

IN THE MATTER OF: ) 
) 

(Continued from March 17 hearing) Application of the ) 
Commission upon i t s own motion for an order amending, ) Case jffo. 
revising, or abrogating existing Rules and Regulations ) 673 
of the Oil Conservation Commission, and/or promulgating) 
Additional Rules and Regulations relating to gas pool ) 
delineation, gas proration, and other related matters, ) 
relating to the Jalco, Langmat, Eumont and Arrow Gas ) 
Pools. ) 

) 

) 

TRANSCRIPT OF PROCEEDINGS 

MR. SPURRIER: In th i s Case, f i r s t , l e t me say that the 

Commission or I or Mr. Macey or no one else noted the fact that to 

morrow was Good Friday. I f i n d a l o t of you are quite impatient t̂ > 

go home, as someone says, you want to keep the reservations you 

have. I t appears there i s no possible way to f i n i s h the testimony 

i n t h i s Case 673 at thi s time. We also note that on the 19th of 
i - i 

! | 

I May we have a pretty f u l l docket considering,Well, Case 330, the j 
j ; 

! San Juan proration case may take a l o t of time. We can't have i t i 
i I 
j the day before the regular hearing because the Commissioner has j 
| his land sale on that day. We can't always get thi s Hall at our j 
i i 
! j 

| convenience. We do find out on the suggestion of some that we can 
| 

! get thi s Hall on the 6th and 7th of May. We investigated a l o t of 
! i 
I ! 

i other dates and that i s one of the few dates that we f i n d . Bhat 
j 

Case alone would be heard; there is one other short Case set for ; 

the 7th. On the 6th and 7th, that would be the only case that we \ ADA DEARNLEY & ASSOCIATES 
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would need to give any attention to. I would l i k e to say right 

here that we cannot set the dates apparently for a hearing that w i l l 

satisfy everyone. 

MR. MALONE: On behalf of Gulf, who had expected to lead 

off i n 673 — we are a l l anxious to get home and there i s nothing 

to be gained by proceeding with t h i s case at the present time. I f 

the Commission would entertain a motion that 673 go over to May 

6th, I would make such a suggestion. 

MR. SPURRIER: May 6th, nine o'clock i n t h i s h a l l . Is 

there objections? 

MR. DIPPEL: I don't want to object because we certainly 

feel i t i s highly desirable to give t h i s Case a special setting. 

That presents some serious conflicts for us. We were wondering 

i f i t would be possible maybe to have i t on the 10th and 11th? 

MR. SPURRIER: Do you want to ammend Mr. Malone's motion? 

MR. DIPPEL: I didn't offer a motion. We w i l l be here 

any date you w i l l set. I f i t isn't going to bother anybody else's 

convenience. I don't care to amend the motion. I don't want to 

appear to be at a l l an obstructionist about i t . 

MR. MALONE: I w i l l accept the amendment which was offered 

and withdrawn. 

MR. SPURRIER: Without too strenuous objections then, we 
i 

w i l l continue the case to May 10th at nine o'clock i n Mabry Hall. 

We w i l l go on to Case 693. 

i 
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STATE OF NEW MEXICO ) 
ss. 

COUNTY OF BERNALILLO ) 

I , Ada Dearnley , Court Reporter, do hereby 

certify that the foregoing and attached transcript of proceedings 

before the New Mexico Oil Conservation Commission at Santa Fe, 

New Mexico, is a true and correct record to the best of my 

knowledge, s k i l l and abil i t y . 

IN WITNESS WHEREOF I have affixed my hand and notarial 

seal this 19th day of A p r i l 195A. 

My Commission Expires: 

June 19. 1955 
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