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LOSEE AND STEWART 

21. March 1962 

Mr. Richard Morris, Attorney 
>2v Mexico Oil Conservation Conmlsslon 
uara of.lice Building 
P. 0, Box 871 
Santa Fe, New Mexico 

>5 ' 
Oil Con&ervatiofc Coicmlssion Case No. 
Newmont Oil Company, Applicant 

.v-nlosed herewith you w i l l please f i n d t r i p l i c a t e copies 

. : m i'v«vp i icacIon fox a Mod i f i ca t ion or Amendment of O i l 
Cr.-. ^m-a;:io»i Commission Order R-2178 duly entered i n Case 

2'T7: : . AS, stated i:u you on the telephone, I w i l l f u r -
n l ^ • , ..; r.clp Licate , .'ixhih'" t -.- 1 and 2 to t h i s Appl ica t ion 

• f:>3iv days. 

;* .' io-vtry sueasure and in order to he assured tnat 
i ve thi< Application by March 22, wt; are send-

' c. S.sata /' 1 under separata cover, an additional 
. , L L' <:• . • wo ' ave requested tho bvo r:;: -
y ••„• uoon u J. j 1. 

Apr- : Nevii.cnt Oil Company, 
•i l\uk ring before an 

ens iteration 

/^LEGIBLE 
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O I L C O N S E R V A T I O N COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

U 
April 9, 1962 

MEMOFAHDUM 

':>, TOi COMMISSIONER E. S. WALKER 

FROM> A. L. PORTER, Jr.* SECRETARY-DIRECTOR 

SUBJECT! THE NEWMONT CASS TO BE HEARD APRIL 10, 1962 v y 

|_J The applicant in the subject case has applied for what amounts 
to capacity allowables for a waterflood project in the Loco 

j Hills Pool of Eddy County, and since you were not a member of 
j the Commission when we had the lengthy hearings from which our 

present waterflood rules evolve, I will give you some of the 
;-, n background on the subject in general, as wall as the specifics 
\\ // in this particular case. 
\W 
[ Our first major waterflood case came on before Governor Mechem, 

Commissioner Morgan and myself during 1957 and was known as 
the "Graridge" case. The testimony in this case convinced the 
Commission that for a temporary period until more information 
could be had, waterflood projects should have capacity allow
ables, though i t was strongly opposed by certain operators at 
the time. 

In October of 1959, after observing the performance of several 
waterfloods and the effects of unlimited waterflood production 
on the overall state allowable, the Commission, which was 
composed of Governor Burroughs, Commissioner Morgan and myself, 
decided that the whole matter should be reopened for further 
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information. A three day hearing wu held in Roswell during 
which the foremost experts of both tha proponents and the 
opponents of capacity allowables were heard. 

As a result of tha above-mentioned project, tha Commission con
cluded that unrestricted waterflood production had had an adverse 
impact upon tha market available for primary production, and that 
production from waterfloods could be controlled without waste. 
The Commission, however, recognized that a constant injection 
rate was beneficial and so we provided for allowables which would 
not fluctuate with the normal unit allowable. The allowables 
established were based on a ten year average of normal unit allow
ables. 

Because operators of previously authorised projects had already 
purchased equipment designed for capacity production, we exempted 
such existing projects from allowable limitations. We also made 
provi alone for the establishment of buffer sones between old and 
new floods where i t could be shown at a hearing that correlative 
rights might suffer. We further concluded that the allowable 
provisions of our waterflood rule should not apply to a legitimate 
expansion of an existing project. In determining what constitutes 
a legitimate expansion, we consider whether or not the acreage is 
contiguous, whether the ownership is common, whether efforts at 
unitizing were underway when the flood was started and whether 
the equipment had already been designed. 

The applicant in the Newmont case first applied for a legitimate 
expansion of a pilot flood which was authorised before the 
institution of our rule which limits waterflood allowables. 
Mr. Nutter heard the case and recommended a buffer zone to be 
established between the pilot flood and the proposed expansion 
area and that the new area be subjected to the rules which limit 
production. The Commission entered an order in line with the 
examiner's recommendations after reviewing the matter in your 
office. 

Now, the applicant says that after several weeks study, that to 
comply with our order would result in considerable waste and 
proposes to offer evidence based upon the operation of the pilot 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E . NEW MEXICO 

-3-
Memorandum April 9, 1962 

flood, as to how and why such waste will occur. 

There are serious questions, and they may ba raised at the hearing, 
as to why this case should be heard in view of the fact that the 
Commission has already determined that waterflood production can 
be controlled. X think that the answer is that* 

1. The applicant proposes to present evidence that 
he claims is peculiar to his situation, and 

2. The Commission should continue its policy of allow
ing any applicant a full opportunity to show why he thinks he has 
a valid reason for exception to any rule whan there is a chance 
that waste is involved. 



LAW O F F I C E S 
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E D W A R D B . S T E - W A R T A R T E S I A , N E W M E X I C O 

"21 March 1962 

Mr. Richard Morris, Attorney 
Hew Mexico O i l Conservation Commission 
Land Office Building 
P. 0. Box 371 
Santa Fe, New Mexico 

Dear Mr. Morris: 

Enclosed herewith you w i l l please find t r i p l i c a t e copies 
of an Application for a Modification or Amendment of Oil 
Conservation Commission Order R-2178 duly entered i n Case 
No. 2473. As stated to you on the telephone, I w i l l fur
nish, i n t r i p l i c a t e , Exhibits 1 and 2 to this Application 
in the next few days. 

As a precautionary measure and i n order to be assured that 
you w i l l receive this Application by March 22, we are send
ing by bus to Santa Fe under separate cover, an additional 
copy of this Application. We have requested the bus comp
any to c a l l you upon a r r i v a l . 

On behalf of the Applicant, Newmont Oil Company, I request 
that this matter be set for hearing before an examiner on 
A p r i l 10, 1962. 

Thank you i n advance for your consideration of this request. 

Re: Oil Conservation Commission Case No. 22f?3 
Newmont Oil Company, Applicant 

Very t r u l y yours 

AJL/bk 
r\ ̂ Enclosures 



J . C L E O THOMPSON,SR.& JAMES CLEO THOMPSON, J R . 

O l L P R O D U C E R S 

1 2 I t ! F ~ I _ O O R K I R B Y B U I L D I N G .;, ; '-' 

D A L L A S I, T E X A S 

A p r i l 6, 1962 

New M e x i c o O i l & Gas C o n s e r v a t i o n C o m m i s s i o n y , 

BOX 871 C^e- ZSz^D 
Santa F e , New M e x i c o — — 

Re: W e s t L o c o H i l l s W a t e r F l o o d U n i t - E d d y C o u n t y , 

N e w M e x i c o 

A t t e n t i o n : M r . A . L . P o r t e r 

G e n t l e m e n : 

I t i s o u r u n d e r s t a n d i n g tha t on the 10th of A p r i l , 1962, y o u a r e to 

g ive c o n s i d e r a t i o n to the a p p l i c a t i o n of the W e s t L o c o H i l l s U n i t 

to a m e n d the O r d e r of the C o m m i s s i o n , as p r e v i o u s l y r e n d e r e d by y o u r 

O r d e r R - 2 1 7 8 , and b e i n g one of the u n i t o w n e r s , w e w o u l d l i k e to s u b m i t 

to y o u our v i e w s r e g a r d i n g the A p p l i c a t i o n , s ince we w i l l be unable to have 

a r e p r e s e n t a t i v e a t the H e a r i n g . 

Y o u a r e , t h e r e f o r e , r e s p e c t f u l l y r e q u e s t e d to m a k e t h i s l e t t e r a p a r t 

of y o u r r e c o r d . 

I t i s o u r f e e l i n g : (a) T h a t the ev idence as s u b m i t t e d e s t a b l i s h e s the f a c t 

tha t the R e s e r v o i r p r o p o s e d to be w a t e r f l o o d e d i s i n the s ame f i e l d , and 

the p r o d u c i n g h o r i z o n i s i d e n t i c a l w i t h the a r e a w h i c h i s p r e s e n t l y b e i n g 

f l o o d e d to the E a s t by N e w m o n t O i l C o m p a n y . 

We , t h e r e f o r e , s u b m i t : 

(1) T h a t the p r o p o s e d W e s t L o c o H i l l s u n i t i s a n a t u r a l e x p a n s i o n o f the 

e x i s t i n g w a t e r f l o o d o f N e w m o n t O i l C o m p a n y ; 

(2) The p r o p o s e d u n i t b e i n g a n a t u r a l e x p a n s i o n of an e x i s t i n g w a t e r f l o o d , 

i t w o u l d be i n e q u i t a b l e f o r the expanded a r e a e m b r a c e d i n the p r o p o s e d u n i t 

to r e c e i v e d i f f e r e n t t r e a t m e n t to tha t p r e s e n t l y e n j o y e d by the p r e s e n t 

e x i s t i n g w a t e r f l o o d ; 

I n s u p p o r t of the above c o n c l u s i o n s , we r e s p e c t f u l l y s u b m i t t ha t u n l e s s the 

p r o p o s e d u n i t i s g r a n t e d the same r i g h t s and p r i v i l e g e s w h i c h a r e e n j o y e d 

b y the p r e s e n t w a t e r f l o o d u n i t o p e r a t o r s , the u n i t b e i n g i n the same f i e l d , 

and the same h o r i z o n , and b e i n g a d j a c e n t p r o p e r t i e s , t ha t the p r o p o s e d u n i t 

o w n e r s w o u l d no t be p e r m i t t e d to r e c o v e r t h e i r f a i r sha re of the o i l i n 

pla.ce, and w o u l d , i n o u r o p i n i o n , r e s u l t i n was t e because i t w o u l d no t p e r m i t 

a u n i f o r m f l o o d w h i c h w e f e e l i s n e c e s s a r y i n o r d e r to r e c o v e r the m o s t p o s s i b l e 

o i l f r o m the a r e a . 



- 2 -

I n v iew of our conclusions as he re in stated, we r e spec t fu l ly urge 
that favorable considerat ion be given to the Appl i ca t ion of the West 
Loco H i l l s Uni t Operators to amend your Order as he re to fore granted, 
g iv ing the new area the same r ights and p r iv i l eges which the i r 
neighbors enjoy at the present t i m e . 

Very t r u l y yours , 

J . Cleo Thompson* 

r 

/ James Cleo Thompson, J r . 

JCT: b . . 


