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Gas Wells Sull
Above Allowable

CARLSBAD N.M. (Special)—
Three gas wells of the South
Carlsbad-Morrow Pool contin-
ued to produce at their August
allowable here Thursday de-
spite orders from the New Mex-
ico Oil and Gas Commission to
the producers to cut the wells’
production to one-third their po-
tential, ‘,‘ZQ\

The allowable decredse, es-
tablished last month for the
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CARLSBAD, N. M. (AP) -
The New Mexico Oil Con-
servation Commission’s or-
dered natural gas prorationing, .
which was to have become
effective Friday, has been
stayed for three wells in the
South Carlsbad field.

District Court Judge D. D.
Archer accepted a motion to
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/fStay Granted
On 3 Wells

CARLSBAD, N. M. (AP) —
The New Mexico Oil Con-
Servation Commission’s ordered
natural gas Prorationing, which
was to have become effective
Friday, has been stayed for
three wells in the South Carls-

read

for the onodo Well, Huble- | Distri

Grace Well and the City of Arche?c;cg%lgg «;udrg:()t;). D.

Carlsbad V]ell No. L istay the OCC order Thmnd to
The motion filed by Michael for the Gradonodo wel] Hurs ay

P. and Corrinne Grace said the |Grace well and the,Ciltlmble

prorationing order would re- |Carlsbad Well No. 1. v of

duce each well about 7.107 mil- ,‘ The motion filed by Michael
'P. and Corrinne Grace said the

month of September by the
state commission was prevented
by a stay handed down Wednes-
day in the Fifth U.S. Dist.
Court by Judge D. D. Archer.
The City of Carlsbad holds
T1» per cent interest in two of
the three wells and reportedly,

would lose an estimated $6,000] . . "
during the month of September! lion cubic feet a day, for a daily 1 C
if the allowable decrease was: loss of $4,200. prorationing order would re-
enacted. , : The City of Carlsbad receives ﬁ‘;;e each well about 7.107 mi.
trat thes. W lose more. than some $10000 a month from its  Iggy, oo, feCt & day, for 2
$12,000 & day due to the reduc. T4 per cent royalty interests In The City ofséig?éb d recei
tion. ; two of the wells named in the some $10,000 a mo tah receives
: —_ motion and stands to lose about (714 per cent nth from its
; oyalty interests
$6,000 per month if the order  |two of the wells named in t}igf‘
becomes effective. /motion and stands to lose aboyt!

I’I‘he Albuquerque _Tr'\bune o |
R The motion contends the

Humble-Grace Well was not

$6,000 per month i
if th
becomes effective. ¢ order

ak - learly defined i ‘

e def in the OCC or- 'H The motion contends t h e
clea f umble-Grace well was pot|
der ‘clearly defined in the OCC or-|
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Gas Prorationing

Order Is Stayed
By District Judge

. CARLSBAD ® — District
Court Judge D. D. Archer has
issued an order staying the state
0il Conversation Commission
order prorationing gas in the
South Carlsbad field.

The OCC had ordered the

prorationing to begin Sept. 1.

Judge Archer issued a stay in

answer to a motion filed by .
Michael P. and Corinne Grace. |
The motion filed by the
Graces named three wells con-
cerned as Grdonodo, Humble- |
Grace and the City of Carlsbad |

The motion said the com- |
mission’s order would reduce !
each well about 7.107 million‘i
cubic feet per day, a loss of !
$4200 per day. i

The city of Carlsbad also has |
royalty interests in two of the!
wells, averaging an income of |
about $10,000 per month for the|
city.

If the commission order were
to become effective, the city
would lose about $6000 of that
per month. The city’s interest is
about 7% per cent. The Graces
noted that the Humble-Grace
well wasn't clearly defined in |
the OCC order. i

CARLSBAD & -~ The New
Mexico Oil Conservation
Commission’s ordered natural
gas prorationing, which was to
have become effective Friday,
has been stayed for three wells
in the South Carlsbad field.

District Court Judge D. D.
Archer accepted a motion to
stay the OCC order Thursday
for the Gradonodo well,
Humble-Grace well and the
City of Carlsbad Well No. 1.

The motion, filed by Michael
P. and Corrinne Grace said the
prorationing order wou 1d
reduce each well about 7.107
million cubic feet a day, for a
daily loss of $4,200.

The City of Carlsbad
receives some $10,0600 a month
from its 7% per cent royalty
interests in two.of the wells
named in the motion and
stands to lose about $6,000 per
month if the order becomes
effective.

The motion contends the
Humble-Grace well was not
clearly defined in the OCC or-

w der.
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City Protests -
Gas Flow Cut

A petition to intervene was
set in motion by the city today
concerning the prorationing or-
ders against the gas in the
South Carisbad-Morrow pool-
orders which could cut poten-
tial municipal revenues from
the two wells in question from
$10,000 per month to $4,000.

“1 don’t think we can sit
and do nothing,” Mayor Wal-
ter Gerrells said today, follow-
ing a polling of City Council
members on the question of
intervention.

Acting City Attorney Don Me-
Cormick reportedly ~ delivered
the petition to intervene to
Lon Watkins, attorney for Mi-
chael and Coripne Grace, who
in turn was scheduled to de-
liver it to District Judge D.D.
Archer.

The Graces, operators ~of
the Humble-Grace -Well and
the City of Carisbad Well No.
1, are-fighting prorationing or-
ders from the New Mexico Oil
Conservation Commission
which were scheduled to go
into effect Sept. 1 but were
stayed by Archer. The city has
an approximate interest of
7% per cent in the two wells.

Gerrells said the petition
simply “asks the judge to re-
view the facts in the case be-
fore making any decisions.” The
mayor said prorationing. which
puts limits on production from
any one well over a set period.
would “affect our city’s in-
come. As elected officials, we
{the mayor and the City Coun-
cil) think we should try to
keep that source of revenue.”

New Mexico Press C!ip?ang Burcau
Alhuquerque. N M
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Gas Hearing
For Carlsbad’
AN

Dist. Judge D.D. Archer said
today the temporary stay hear-
ing concerning the State Oil
and Gas Conservation Commis-
sion gas proyation order would
be held in Carlsbad regard-
l&&s of who the judge would

Lon P. Watkins, attorney for
gas well operators Michael P.
and Corrine Grace, yester-
day filed an affidavit disquali-
fying Judge Kermit Nash of
Hobbs from hearing the case.
Archer had been disqualified
by the commission last Friday.

The case arose out of the
commission’s order to proration
two gas pools in this area, in-
cluding the South Carlsbad-
Morrow pool containing gas
wells owned by the Graces.
The order was to have gone
into effect Sept. 1, but Judge
Archer issved a temporary stay
order pending a hearing.



Producer blames gas -
crisis on false scarcity

By LAURA ROBERTSON
Tribune Staff Writer

The patural gas energy
crisis — at least in New Mex-
jca — is based on false
scarcity, says Michael Grace,
an independent gas producer
with several wells near
Carlshad. .

“We are in a position to sell
Southern Union Gas 100 million
cubic feet of gas a day, if we
were allowed to do se,” Mr.
Grace said.

From One Well .

He said about 11 million
cubic feet of this amount could
be produced from one Grace
well, which is named the “City
of Carlsbad.” )

“The State Oil Cox;sdervatlon
Commission has told us we

only can sell 3.3 million cubic
feet of gas a day from this
well, though,” Grace said.
Grace and his wife, Corinne,
have filed a court suit against
the state, and are presently
operating under a stay order
— which allows them to pro-

duce the full 11 million cubic
feet daily.
“State Fighting Us’

“But the state is fighting us
every day to get the order
removed,” Grace said.

He added that Carlsbad has
joined in the suit against the

“We pay the city about
$10,000 a month in royalties

See PRODUCER, Page A
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now,” Grace said. “It’s easy to
see how they wouldn’t want to
lose that.”

Grace said there are
“tremendous reserves of gas
in Eddy County which have
never teen tapped.”

“Wildcat” Producer

Mrs. Grace said their firm
recently drilled a ““wildcat that
came In at 107 million cubic
feet per day.”

The Graces feel, however,
that such wildeat drilling will
“be seriously inhibited” by
New Mexico’s proration
practices. )

“About 80 per cent of the
newly discovered gas and oil
pools are found by
independents,” Grace de-
clared.

Outside Money
He said about 75 per cent of

)ﬂ}\;*

these independents get-

financing from outside New
Mexico — thus bringing
investment money into the
state.

“And if you put a severe
ceiling on wildeat production,
you are shufting™ off these

funds,” Grace said. “This
definidely hurts investment
here.”

Grace maintanis that

restricting production in the

state is a futile attempt at

“hoarding” the reserves.
Provide Storage

- “Instead of hording pro-
duction, the state should pro-
vide storage so that the gas
could be held ready for use,”
Mrs. Grace said. “Then when
we get a cold spap, it would be
there where it could be goiten
in a hurry.” .

This theory parallels that
offered by Southern Union Gas
Co. officials during the past
two winters when commercial
gas users in Albuquerque have
been forced ¢o burn fuel oil
because of gas shortages.

No Storage Facilities

Southerp Union officials say
they have ample gas pro-
duction from the Four Corners
area, but have no facilities for
stering reserves during the
low-usage summer months,

Therefore, they must sell a
substantial amount of their
production to out-of-state
users. Then, when Albuquer-
que needs it, it’s unavailable.

The Graces also base their
complaints against production
curtailment on the contention
that it unfairly administered.

““There are 165 oil and gas
pools in southeastern New
Mexico,” Grace said. “And
only 17 are pro-rated — pro-
duction curtailed. They don’t
give us a reason for the pro-.
ration.” o E

Grace said the enforced cuts
in praduction in the Carlsbad
aréa have cut land-owners’
revenue to about one-third
recently.

“Quite a few drillers have
gone out of business,” Grace
said. ““This should be a warn-
ing signal to the Oil Con-
servation Commission.”

A “Gimmick”

He called this a “gimmick to
sit back and wait for the price
of gas to go up.

‘¢It’s causing the
homeowner’s gas bill to go up
— _producing legislated
inflation,” Grace declared.

Grace acknowledged that
there is a national energy
crisis but argues that ‘hoard- '
ing” New Mexico gas won’t
help this.

‘Neo Candles’

“This nation isn’t going to go
back to using stovewood and
candles,” Mrs. Grace said.
“They’ll find some other
source of energy.

“And then New Mexico will
be sitting here with our vast
untapped pools of gas and oil
and by them they’ll be ob-
solete!”

She conceded that this is
only a theory — but maintains
that it is a sound one.




man who owns seweral gas|said.

wells near Carlsbad says state

restrictions have contributed ;: tion, the state should provide b

the so-called energy crisis,
least in New Mexico.

There are “tremendous re -
serves of gas in Eddy County
which have newer been tapped,”

said independent gas preducer

“Instead of hoarding produc-

storage so that the gas could be
“Then when we get a cold snap
ready for use,’ he said.

*Then when we get a cold snap
it wuld be there where it could

be gotten in a hurry.
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Energy Crisis Blamed
On State Restrictions o2

' ALBUQUERQUE (UPI) — Alattempt to hoard reserves, hewere allowed to do

s5,”  he
said.

| He said about 80 per cent of
'mew oil and gas pools are founc
y independent producers and
most of these are financed from
outside the state.

“If you put a severe ceiling
on wildcat production, you are
shutting off these funds,” Grace
gaid. “This definitely hurts in.
vesiment here.”

{Michael Grace. “We are in a position to sell.
Restricting production, or pro-{Southern Union Gas 100 million! Grace and his wife have filed
rating by the state is a futilecubic feet of gas a day if we/suit against the state to protest
a state Oil Conservation Com-
mission ruling limiting produc-
tion of one of their wells to 3.3
million cubic feet a day, he said.
The well is capable of produc-
ing 11 million cubic feet per day

Grace said.




City May Intervene
In Proration Order

City Would
Feel Pinch
In Gas Cut

The city may intervene in its
own behalf to keep stay orders
in effect against the proration-
ing of gas in the South Carls-
bad-Morrow pool.

Judge D.D. Archer of the
Fifth Judicial District issued
an order to stay proration dir-
ectives fol¥fthe pool on Aug. 31,
but motidns wpre, filed here
yesterday by New'Mexico Oil
Conservation Commission  re:
questing that the stay order be

lifted.

The prorationing which was
scheduled to go into effect
Sept. 1, will reportedly cut po-

tential city revenues from the
Humble-Grace Well and the City
of Carisbad Well No. 1 from
$10,000 a2 month to $4,000.

Prorationing puts limits on
production from any one well
over a set period, leveling out
production between wells.

Asked if the city may move
against the prorating in court,
Mayor Walter Gerrells said to-
day that “I think the City Coun-
cil should look at it very close-
ly,’ adding that the loss of
revenve from the gas wells
will eventually cost the taxpay-
ersmeve. - o T S

The city has approximately
7% per cent interest in the two
wells. ‘

The city was asked to con-
sider intervening in the case
by Lon Watkins, attorney for
Michael P. and Corinne Grace,
operators of the two wells.
“They (the city) have substan-
tial interests,” Watkins said to-
day.

He added that he didn’t know
how much longer the stay or-
ders would remain in ef-
fect, but said efforts will be
made to keep them as long as
possible. Watkins said he is
scheduled to appear Monday
morning in District Court con-
cerning the stay orders,

‘Grace said today that the
cutback from the normal pro-
duction of the two wells would
be from about 19 million cub-
ic feet per day to six million
1 cubic feet per day.

The City Council is scheduled
to meet Tuesday night and could
possibly decide then whether
or not to direct City Attorney
Mike McCormick to intervene
for the city.
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day issued an order to stay the
New Mexico Oil and Gas Com-

do, Humble-Grace and
City of Carisbad Well No. 1.

The motion said the com-
mission’s order would reduce
each well by about 7.107
lion cubic feet per day, a loss
of $4,200 per day.

The city of Carisbad also bg
royalty interests in two of the
wells, averaging an income of
about $10,000 per month fo
the city. However, if the co
mission’s order were to have
become effective, the city would
lose about $6,000 of that amoynt

. per month. The city's inter-
est is approximately 7% per
cent.

The Graces noted that ‘the
Humble-Grace well was
clearly defined in the
sion’s order to proration the
gas pool, but that well is jn-
cluded in the Graces' ma
tion.

Affidavits from engine
and geologists were also

hibits.
The proration order wopld
have cut back the pool prod

gas per month, or about 33 nd
one third million cubic fee
per day per well, accordt
to the motion.



TO:
FROM:

SUBJECT:
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South Carlshad (Morrow) Field Allowables

The attached tabulations are allowable projections of
the South Carlshad (Morrow) field based on the current New Mexico
Commission formula. This formula is designed to keep the field
allowables as close in line with production as possible. Essentially
the analyst takes the current producer forecast and adjusts if to match
the total field production of the second prior month,

The attached projections show the effects of the incapable
wells receiving a full allowable that they can not produce, calculated
with this formula,.

Tabulation No. 1 is based on the premise that|the capable
wells will not overproduce their allowable and the incapable wells will
produce at their maximum capacity. You will notice that under these
conditions the field will ncver produce all of its allowables uging the
second prior months production as the allowable {or the currgnt month.
You will notice that this is a sizeable reduction in the ficld allowable., If
the total was carried for several more months, it would show that the
allowable would continue to drop off until it reached some point close to
the producing rate of the least wells in the field.

Tabulation No. 2 is based on thae premise that &1l the wells
will be produccd at their maximum rates, This tabulation shows that the
allowable will stay fairly constant until the best well in the figld gets over-
produced to the point that it will be shut-in, At thed point tha production
will fall off and the allowable under the formula desceribed abpve will fall
oft accordingly. As the allowables decline, the overproduced wells will
take longer Lo make up the overproduction and get buck on thy line, As
more wells get overproduced and shut -in, the allowald - will gontinue

downword,




Jim Tillery
Sceptember 20, 1972
Page 2

These tabulations represent possibly two extreme
situations. However, any producing rates in between the two would
have the same effecf. The decline in field allowable is caused primarily
by the incapable wells receiving a full allowable that they can not produce,
causing the production to decline by one of the two procasses listed above.
Whatever standard formula the commission used, these conditions would
still exist and causc a decline in the field allowable.

JBO:1b

Attachment

cc: Mr. John Adams
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