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CASE M. 62

BEFORE THE OIL CONSERVATLUN COMMISSION OF THE
STATE OF (Ew MEaiCO

In the matter of the petition of the wulf
011 Corporation for revision of Statewide
Proration Order do. 538 to provide for in-
creasing the oil allow=ble progressively
according to cepth for pocls producing
below 5000 feet.

Fursuant to notice by the Commission, duly made and published
setting iay 14, 1945, at 10 o'clock A, i,, for hearing in the
above entitled matter, said .iearing vwcs cocavened on said day, ~t
said hour, in the Coronado Room of the La Fonda, Santu Fe, New
Mexico, the Commissicn sitting es follows:

HUde JOHN J. LE@IEEY, Governor, Chairman,

DONG Ol E. B 'y £tute Land Commissioner, bember
EO.. CsKL B. NIJIAWSTOH; Chief Clerk & Legnl acdvise

AL J\-AE (JObil nn“f -LLLR.&L‘Q

Hugh L. sawyers New merxico Cil & Gas sss'n. Rosvell, d. b
J. L. Sriffith Humble VUil Company wmidlaad, Tex:s
Leo R. Munniag Burney Cocibura Valjamar

R. J. Heard Grayburg 01l Company Loco Liills

Glenn Staley Lea Couaty Uperators 1Hobbs, Neo iue

Barney Cockburn Cockbura 01l Coupany Artesim, N. .

V. R. Bolliagcr “hell 01l Co&>a1y, inc. Hobbs, . .

Chas, C. Roripauzh ~hell 01l Company, lac. viclang, Tex

He o, Jcainon uhbll £il Cowrany, lac. wicload, Tex”

d. C. Jordon Byrd Frost, Iac., and

Plains trocacts Coupany Dallas, Te
he Ll LCOLT Buff&lo 011 Compaay asteeln,
Rob:rt L. Bates Stute Burcead of kil &
mlLv¢dl tesourc s SCCOLTO, e

John L. &e¢lly ¢C. P, Livermore, 40c, Lubbocg, Ter s

Hivry Lioarrd Leonr z¢ Uil Corpany Fosvell, be o

D. 4, 10well Lrill_ . & Fxplos tion Co. Fobibs, e b

Chac. Zdchmity Sole Vvaer NSS! F aneisco

Joe Laztur ' Graybur, 911 Company of . Altesic, Ne a.

. Lorcey Atlaatic Fefinia. Co. suny Dilas, Texas

S nepollo Cil Conmpeay hidlaac, TCXus

C b, leayilele wrginolla PoLoolewn Conpaay Kermitv, Tex.o
Curistner Contincnt .l Vil Co“,;uJ Pt. wort., Tex s

we Co Uheut Contiaenthl Uil Cournay FPt., .orti, Texaz

Joill e oI Coatinsatal 0il Co oy Houston, Verns

Jeore we Yellin o decily O ';~any Tulos, uxla.
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Lavrov atul il Companly t. orth, Tewnus
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shirlet Ne Geany bul{ wlolaad, Texvs
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REGIST'R (eont'd)

RAME | . COMPANY

Weldon Brigance Rowan Drilling Compeny Ft, Worth, Texas
J. W. House Humble 011 Company Midland, Texas
Roy 0. Yarbrough 011 Conservation Commission Hobbs, N. M,
Yoster Morrell U. 8. Geologiocal Survey Hobbs, N. M,

A. K. Montgomery Stanolind 011 & Gas Company Santa Fe, N, M,

W, T. Hoey ' Stanolind 0il & QGas Company Midland, Texas

Jas, M, Murrsy Sr. Me-Tex Hobbs, N. M,

L. F. Peterson Stanolind 0il & Gas Company Ft. Worth, Texas
Sanderson Gulf 0il Corporation - Tulsa, Oklahoma
Atwood, Atty. Gulf 0i) Corporation ‘Roswell, N. M,
L. Gray Gulf 0il Corporation -Tulsa, 6k1ahoma
Gallagher Gulr 0il Corporation Hobbs, N. M,
Hahn N. M. Bureau of Mines &

Miner 'l Resources Socorro, N. M,

"NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION
The 011 Conservation Commission as provided by law hereby
8ives notice of the following hearing to be held at Santa Fe,
New Mexico, at 10 A.M., May 14, 19,5:

CASE J.JO. 62.

In the matter of the petitlon of the Gulf 0i1l
Corporation for revision of Statewide Proration
Order Ho. 538 to provide for increasing the oil
allowable progressively according to depth for
pPools producing below 5000 feet.

Given unéer the seal of said Commiscion at Santa Fe,

New Mexico on April 13th, 1945.

OIL CUMSERVATiON COWMIS ION
BY (SGD)
JOHN J. LEMFEY
CHAIKWAN

JOHN E. WIL.C
MEWBER

BY ke J. D. ATV.COD: Gentlemen of the Commission, I appear
in behalf of the Petitioner, and recuest the permission of
the Commission for ur. Sanderson, General Superintendent of
the Gulf 0il Corporatiocn to e€xplain the reasons sané situation
whieh hzs cused the Co.upany to file tnis petition, and I

iatroduce Lir. Sunderson,
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l. SARDERSON: Recently the Gulf Company drilled
foqi wells in the Drinksrd area in Lea County,
5,000 to 7,000 feet in depth. At the present time
the Compeny 1is drilling four adcitional wells on

short term leases in that particular area. These

o0
wells cost from 1,000 to 150,000 dollars, depending

of the depth of them. It is the desire of the Gulf
to develop these deepsr reserves,but under present
allowable set up, 45 to 46 barrels per well, it will
be uneconomical for the Company or any other oper-
ators to develop these reserves. Thercfore, we
thought that the deeper wells should have some ad-
ditional consideration in reg-rd to ailowable, and
over the past several months the matter has been
discussed with my operators. So far as I know none
of the operators object or disagree with the idea.
In order to bring the matter to a neacé, the Company
declded to file an applic-tion vith the Commissicna
for a he=ring on the matter, in adcition to clurify-
iag tiie situation. For the con.enicace of the Cor-
mission and other operantors, the Company cecided to
draw up a proposed orcder ané submit to tue Commissicn,
which was done. This order was circul:tec to the
various operators in the field. It =.:s .0t vitu Lle
idea tnis would be the s:.me order, but rather it
woulc clarify tue sit&utio?ﬁanc #ive sometvtiias def-
iaite to vork oua. Lerreﬁiiisd fr.m the veglaaniag;
there will doubtless hove to be some nocificaticas

23

07 this order in order tc coanfors - it-n Loo Precaat
orcars of the Commission, but ve ti- it this wua
better +ay to handle it. That is ih. 1e-.5un .7 tie
Gulf'c =«pplic tioa for wc

i.lovibles for Lhie deeper w

-)‘-
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2; GO¥ERNOR DEMPSEY: Mr. Sanderson this scale between five
and 8ix thousand feet, you will get a rate over the allow-

able for the lesser depth wegll?

M, SANDERSON: Yas sir,
GOVERNOR LEMPSEY: If a well at three or four thousand feet,

if the allowable was raised or desreased, would you ralse or

decrease with that?
MR, SANDERSON: Yes sif.

GOVERNOR IEMPSEY: What time would that continue?
MR. SANDERSON: IndefiAstely. We made some calculations
in some of those deeper wells - 1t would reculre 20 years

to pay out, I think from a conservation standpoint it

18 désirable to develop these desper reserves because the
present fields are exhausting I think rather rapidly.
1 was surprised with many marginal wells iun Lea Couaty,
at this time I think thirty of them - I think we should
encourAge the development of these deeper horizons.
GOVERWOK LuwPSEY: You think there should be no limit of
time as to how long this allowable is permitted?
BR. CanDERSON: The way we have the thiag flgured out,
pay out on these dceper vells approx-

is to make the

iwnately the same as on the shallow vells. This present

proposal does not cuite accomplish that, it is a little

too lov.,.
after

GUV halUk [ 802:5Y: You thiank/x® the period when you nave
recovered the €. itional zsmount you shoula still h=ve the

additional allovable”
LiRe o LDRIUN:  Yes sir.
LLadBeY: Colonsl do you thiak the Comaission has
adthiority in the preseat lav to do tils?
bit. ATV WUl It is @y opinicn undser the prerfent ccussrvatioa
lavw tae Commission ¢ai wmaxke cleszificaticas for nro rat.ar
purnoses a:né for exteation of developmeat, s0 lony 48 the
clas.ificaticns are on : reascnable basis, no complaint cun

be mace. Wwe nave nov allowance for discovery wells tast tae
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discovery gets when the person who offsets him does not
get it, The Commission did that because it is in the
Conpensation Act that guarantees that every operator will
be treated just exactly alike. 1 understand the Gulf peo-
ple want to establish a depth as the so-called deeper
production, as distinguished from the shallow production.
The Gulf thought 5,000 feet would be the proper basis.
Of course, a well 4,995 feet wouldn't get the bonus, where
5,001 feet would. There must be some way to draw a line(
this is merely a suggestion of the Gulf, S,bOO feet for
the beginning of the so-called deep production),
As 1 understand it, this plan Is not so much to '=2ke care
of the 5,000 fcot situation as it isito take care of the
dezper stuff, and we have a witness with flgures we wn-ld
like to put in the record, hut first would like to heove
the Commission or anyone { nterested to ask any cuections,
GOV RN DLIPSTY We now ha'e an allowalble to deep wells ns

g3
discovery wells, should that continue with this o 27041
e BATT KRR Ve Yes sir, I think so. DNecause tie
well, juast cne well in the pool ~ats the
EWF5.Y: For a term, a certair veriod - uh

roeffect upor. the clccovery well i

. i
Prothls critd

Any othor vor

T You
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MR. PENROSE: In that,sres there are

tapféximately 800 pro-

ducing wells eof about 4,000 barréls, what would you estimate

the cost was?

MR . SAMNDERSON:

MR, PEMROSE: About 80 of ithose wélls are still in the red,
and some of them are 7 or 8 years old?
MR, SANDERSON: 1 don't know about that,
*Re PENRCSE: In an effort to get a release, would the Gulf
Conpany apply to the OPA for an lncreasé for the price of the
~*17
MR, SANDENSTN: Not that I know of,
MR. ZEONGE SELLINGER: Governor, In answer directly to
yvour juzstion in regards to the Commission, in my opinion
sections 11 2nd 12 cive you the authority to rrant the
application zs szt forth by the Gulf. 1 belleve undzar
those two sacticns you can grant that zuthority.
(After heing 4uly sworn to tell the truth, the vwhole
truth and nothning but the truth, Mre Lloyd Grav tos=-
tifizd =s follows)
Y. ATw- 7t Where do you livel
M. FRAY: Tulsa,
7. AT LO:r What is your official conncactizon with the Tulfi
Tie My Chief preduction enginezr,
YT AT D For hoy lond?
Ve AT 17 verrs,
< ATV TDr dlow lony 1 the present cepacity?
— : e - rd Lhe introductory stote~ ot S o
R 2re n Lo ooz > incregased coict oof Sriilins o
roo= e, he 3 corpilod any fiauwres on soetleos of
s ltins ~osts in :xicc, in th: area in - o Coriroa
cten
< Y Yre <cir,
. 2T szatlezn o the Commission, we - S7or nitit A,
visonce, afisor Dirst e ing it fdentifizd hy Ercas, -
Xninit rLo oo owin s ot acrease iroooosi TC T g

Around 30,000 dollars.




MR. GRAY: Yes shre ) | )
MR, ATWOOD: You propered that?
MR. GRAY: 1 had it prepared.

MR. ATWOCD: Will you make s detsiled explanation to the
Commission ef this éénpﬁ? ‘
MR. GRAY: The line that goes dlagonally across the page
shows the cost for varying distances down to 12,000 feet
on the right hand side of the curva is shown the figur-s
for distances actually drilled wells at the present time.
GOVERNCR DEMPSEY: Wildcat I presume?
MR, GRAY: No not wild cat figures,
It has the cost of a completed well, Starts around 3,800
for $29,000, 7,000 feet $130,000, 10,000 feet estimate cost
$207,000, These cost fiqures, I beliave, will fzirly rer-
resent an exploratinn mark, The cost of drillins the<e
deep wells Is enormous, I don't believe a2t the precent
time the return on investment is satisfactory, As a mat-
ter of fact, 1t 1s entirely possiblé i7 the allowahle is
‘not increased the natural rescurces might nct te exploitad,
M. ATW (: Any memher of the Commiscion d-csire to =zsk =ny
auestion?
(No qu=zstions)

M. AT OD: Have you prepured any

zstinmate or sawple costs for
wells at 7 and 10 thousand feet, to show the time reguired for
rryine off on these costs on th ores b allswatle hoele?

iTte NRAY:Y Yee cir,

(Zxhinit © precented to th: Corrission)

« ATV 7Lt The fic-res Teor thz 19,0300 “cc 1, e

exrlain thosz iterms,
e TRAYV: This is a sampla calelation - oowicc 1o el
quired pay for wells of 2 orezter cepth t- + ~ L
wellse Tne iz 13,000 fzet :nd the other .o PR S A
Thz 17,000 foot w21l is estimatoo -t VAR
estimuted orvratine cost Jor it 5120 o el LT ine s
thet sould g ncervativa,
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MR, ATWOD: On the assumption it {s a flowing well?
MR, GRAY: Yes sir, an allowasble of 35 darrels per day,
revenue of $1,040 per month - 21.6 years.
MR, ATW(XD: 1If discounted at 5%, approximately what increase
woatd there be n time?
MR, 5v.¥: 25 to 27 years. 7,000 feet,$130,000 on the same
basis =zs the one previously would pay out in 10.4 years,
at a disccont of 5% per year would pay out in a period of
14,5 years,
‘e ATW XD: On the assumption both wells are flowing the
allowable?
LRe GRAY: Yes sir,
“Re ATV TD: If the wells shonld not flow you would have a
rumpine cost in addition to the cost ycu hae shown here?
Mh, “HAY: That is correct.
“Re ATWTCD:  Any memb=r of the Commission have any Ju=stion on
that =2xhibit?

TIRRIOT OEPSTY: o,

Ce AT CCH: Mr, “ray, bosed cron thece figqures, I heli-ve oon
Cave strted it le doubtful thiers will ve ~ny ceneral develormient

¢ the rrecent ollowahle haosis,
Yo TAN:r That is correct,
e AT Wit these fionres sat forth in 2 patitioco., oins

Tortn allawr Y le as th- hasic wnit, and ster up 25 souoa

tadd t.tion by incre-sing the certh, ohout e Lo
Los ! Pred iher
. cl Toot zde A czleooolot thot,  »t
N 1 t ne o horhne 7 - i’ .
e AT ¥ ! N 1l e cut bl L o B I

. i ~ 1t favn crv I SR ol -
T Yoo N
. r Y > re = eraonts ettt oo .
- 1E Io drilline 15 Lae Counte - Lare o
S r r.ollin
- - - L i = ! [SRER N 1’,.
« AT T Lrillic woldoatting or noeczes:
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MR, GRAY: Quite a aﬂlﬁt?'ghfliﬁﬁ nécessity.
MR. ATWOOD: In order to hold the fease, If the sllowable Is
not incressed is there anmy likeliheod these companles drilling
these wells will proceed to develop the pools?

MR. GRAY: With the low return 1 don't believe they would

be Justified.
VR. ATWO0D:The fact that some of these companies drill through
necessity, is there any likelihood another company would drill
through necessity,

MR, CRAY: That i{s correct.
YMRe ATWOCD: State whether or not in your opinion econonic waste
results in using funds in drilling wells that will not pay cut
in 20 years,

MR. GRAY: 1 ttink that ls right.
Re ATWCCD: These figures here represent the nearest expense
incurred in drilling comrany wells?

FRe TGHWAY: Correct.
"Re ATW.OD: Doesnt't that consider risks soustained in drillinag
ary holes?

MRle TRAY:  Ho sir.
PR ATVTO0:  Is that item likely to be 2 consifaratle iten in
the Lea Co:nty ar-e,

FRe UWY:r It usually is 2 sizealle itom in the covly ot ae

w
.

Lde ATWOCD: Masn't there been 2 number of <ryv wells c¢rilled
already in lez County?
Loe 3AY: 1 think that s correct,

cne AT That is all for me gentlzmen,

WTOURUTEY . Any cuestions {roc oany of o cantloord
(1o 72t ione)
Toe nZlilllir Inm Irilline & w2ll throush necertily L o -
cotving ororatosr where econonically would net o usti Ly

loothact Lnoyour opinicn be termed drillin of oan uanoool soares

-

Y ae . N -
. Yoo Tot racesscrily thut, Lub cro cnrreoritolilo,

e CLLL T T P rotvically iL el et ot St Lo
£ o1l




ZLLENTER:

Dut at the same time would

of not permitting full cdevelopment of that
17oe 375Ye I beliave thzt is correct.,
Me AT 702 (Kext witness)
Please State Your nzme.
coe WILLIATG. C, 0, Willlanms.,
Lo T un 1 tnlisve vou -stimate the cos
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e wILLIN3: That Is correct.
o AT It cecurs to me to be rather hinh
“nierad is that yoor estimats of the cost of

or cdiscevery well’
"o 7 LLIATS: On cur oriainal well S0, 0
ana the 2000 foot well 135,000, Thot wronl® no
reaular esrlicit=stien, Those othar ficures 1 or
cost wr! scrovics egquirment,

. H : Do oo s liear Ttor o disco e ©
the filald ey o lepth is 7,030 fest b cetood
totvent coolle o evolorzent ol Lha Tield woeold -

« LLI.VZ: I dontt * 2licve it wn 1T i

. S Your  ctiniie ise - ¢ e o Pl

IS S P b Ar- 7
. I T That s correact.
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~-~from 6 to 7 thousand feet, for 1,77 the ratio we put on

allowable is not anywhere near where the actual cost ratio is.

I think for that reason you mre Justified in making that perma-

nent allowable,

MR+ ATWCOD: These 2stimates are made under przsent conditions?
MR. WILLIAMS: That is right.

MRe ATWXCD: Do you not think of the cost of development under

precent ccnditione as being abnormally high?
M=, <ILLIA'S: That is right.

T'e AT% .D: In the past years the wells have cost a food deal

le=s than they do now, is that right?
M. wILLIANS: That is rinht. 1 feel the ratio of cost for
various depths is righte In a few years when thar~ .re nor-
mal conditions the retic of 7,000 feet and 3200 feet will
probably he similar,

e ATVt Your factors are based primarily on economics or

reczs~nable prord

o+
.y

e WTeWD: De vor rot fzel *her are many othsr factors in
“zterminine the permanent allowarle of the fieli othar than
oot the deptih of Lthie welld

Y. ILLY O 3: 1 don't Ynow how R

form, Hiow Lexice has been cutctandinn., Thev nave hind a
for oils for allocation ond so far zs I has2 heen =7 le to
dheearve evervhadyy MLs mman Tultc hEppy it Y ouse of tae
Poroalo, ot v oaave trisd to do is to oot £04is “arth
Trctor to o cld rormala,
. [ . TEe irotazie of zllocation o ilower 1os
HNTR VS 2 it setlicoictory, Lat "o order o deter-
p oo leat ot T i  well shond sel, fshoul o
r co.raTicr 00 th2 rezervoir,  Ths tops [ res2r-
Sy bty T meron oure ncvae with Ut feornst o s ooy e wentor
v s - et
. i vl i ook biios it exaonl DERRELS e,
o o r 11 tuers 1l L
i 1 SO .
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MR, ATWOD: I sm not trying te find objection to your idea for
your allowable for new 'tlis or new peols, but it occurs to me that
as more wells are drilled and we havs more technical information
on e fleld, that those things should be considered in fixing the
state allowable any higher than the formula based just on depth
alone might. be very far cut of line in some pools. Do you not
feel the rate of production you have proposed in some cases, those
were too low,for cthers, they mi:ht be entirely tco high in order
to get sufficlent recovery of the oll.

MR. WiLLIAMS: 1 think that is possible, but still f=el that

should be taken care of by individual pools.
M@ ATWOOD: I understand you proposed to set these factors up to
hold as a general rule, to fix the permanent allowable to wells -
Do I understand after the first 4 or 5 or 6 wells in 2 pool are
completed and more nformation on the type of reservoairs is avail-
able, It would be hard to c-nsider those varir-us factors in order
to Zetermine for the allowables for those wells’

Mae ILLIAIS: 1 think that could he dore, To my knowladae

we nave never ~one bhack and stwied the matter,

TUVERNOT L:%: What do you refer to abrut farmula?
e ILLIAYC: Our alloc ticn formula, recular vermalo fer

individual well and alsc allowshle for pocl,

=AU T LT : The cobject of the

rast develermant, - encrilly
speaiiing, mest of thnat preductisn aze come Cpem Yoo sind oeen
€ivw.on, it i¢ uite likely the character cf ol y is nore
nilorm o thaon oot ot ceper zones,
Mile VILIIAIS: 2 reservolr cnerov of Sver o Torls e
substantbiclly croater than on 2 shalle R A i
Frofonlaoor D700 or 21700, The noe fn ot colebt s y lon
horizong SH Lo 207 Tuy Tte 1o oeorl ot
worisons elle sorport nien, g ritez,
) Tl LD Do over think oas “enpar develanoieg it

of
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“#hen you talk about spacing - this propesal you will have as I
urcerstand is hased on one well to 40 acres and the spacing is
300,

M. WILLIAMS: The area should be 330.

GCVIRNC DEMPSEY: That is the boundary line -~ 360 is the houndary
line%
M. A1 LLIAMS: So far as that state is concerned, hut than again
I believe that should be taken care of on individual pool.
“vo FEMRTSZ: 1lsn't there a possibility If this reguest is arantzd
it might not work a hardship on many of the smallar operators in
v Mexlico?
"He VILLIAMS: I do not believe it work any hardship - 2t the
precent time there is a number of wells in Lea County una™le
to meke their ~llowable. I beliecve we should discover ~ore
wells to maintoin the wells in the state.

5.t Therz are a lot of operators in Lza County I cdon't

correse tnvez (100,07 to drill a well, A lot o wells in Eddy

- Lzz Connty st 11 ir $h2 rad - when was your zp-liction made?
e TLLINIS:  Aheet on omonth oo,
o 100l In the lennth of time there has o sen o ocreat many

Conos in thr corid oonditicons and in the 0ll “uirincses

wnleosavose v o2 Svery reason to helisve
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tt is ~oins to v to B2 oproporticnad CiLT the ounsre o
11 vnlise In v loct tve or threoe wesls Li~re 2rn Lo
. Toxas ¢ “5 rirn2 irto zior. o, no cleszngd Jor it
Te ciliies 31 1 othdnk the OCiticnanl allawe Sle for d-ep
21l- e T erm o erown te te lustifiade In Chlarnooa ora Tielf
e Plow 2l HECED | iz 120 Bo-rols o duv, < z ar 21l
i AR vootror o sbtates allo,
. - Coeonllowsrle it nasw 115 har-sl-. So-- : )
Ly oo e voopeonls it thr o enliar 1
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MR. SANDERSON: In regard to Mr, Willlams' statement, due to

‘high gas-oil ratios, perhaps we sh&hld not have a flat allow-

able. You have provided in this order that where there are
special pool allocations that they will conform to that, sub-
Ject to progress,

MR, WILLIAMS: That is correct.

MR, SANDERS:!': If some wells should be 2llowed to produce

more than others, this would prohibit that,

OOVERNOY DEMPSEY: Assume the Commission would grant t-is order,

If a deep well was drilled and expended -« do you think it would be

rood on the part of the Commissfon to cut them back?

YR, SANDERS™N: I sez no reason why these general orders

should be expected to last indefinitely.

SOVIAINGS DEVPSZTY:  That was the first you asked for,

M

incl:

vopermonent sntil ahianged By othe Commlseinn,

Mi. SAMDE SCN: 1 think that as condlitions chansz, it is
necessary that these orders Le changed, as Mr, williars
sunrrsted, the cost of drillinn should drop to hzlf vhat
it is 2t the prrsent time it would he urecanomical tc nise
thieee old fioures, I think th2 Conmission shenld tolin o ore

of those cenditions,

GOUVEINIOL - LPERY: Don't you think that gualific tiosn <nnls

weéd in this orcer?

TR, CATD YR Y s Yes sir.

e oy . . - ] ** <. SIS -
T e I mnd~retvod "ir. Sandsrzsen to =y ovIiTnery o e

sy

ssked i 1f thiie shonld bhe pernmanent - I cnderst oy

3
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to 74,000 barrels a day after the first year, 1 think they do not

like to have you Iincrease i% not, We hagve set the allowable at
2 sjmller amount than Senator has requested. after
MR. S\EDEYSON: What 1 wnderstood was this - that XK a well
Is pald out, then it should automatically be set hack to
the normal allowable,
GCVERNOR DEMPSEY: That was one question following the other
Guestion,
BRe SAI'DE"SN: 1 think the Commission should retain Juris-
diction regarding the conditions which the order shounld be
chanzced,
Ve oT#{OD: Much has been made here of the cons iderable numbszr
of marninal wells in Lea County, and the Chairman of the Come

mission nas just referrad to the fact that we have called for

4

higher =1lowahle *han the Commission has “een allowed to crant,
is that "= to normal rroduction?

P ~aAvp o o— g e

e el 27 Mo, I do not think $0, those rools are getting
vzry old,
e ATWTCT:  In the “uture, If inour new recervos cor diccoverizs

when o toie i{e reclzimed "y reaton of old ace - vould re still les

s
allowi*1: to meet ti» allowahle as at tre [rosent tine,
TUe TANDTTS s That s sorract,
« ATUCDY Vhero, in yeur oplindor, lirs ot ‘oot ~vapne- cop
cerrslorin - larce or daepo risirves, or s illew or teaper
B
. ‘ Lo Desper drillins is the Tewt Sirortunityy
Tiviot ro,
« T o iz LU0 RSk Dnbe o SeT:otrLt e
T ontoinr: 1 br nr o thecos enpar wall-
. O ! Tho- ic roarrect.,
! : Stsnld the Commission ire-n e Ilow " 1.,
idnt- Pole lztr ont ] g b pen erv tij-r oopria
« O HE S RN Lo opendn htoen b <
o1,
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4  sample tetter of
been & coupls of
= g 469 feet should &;ve been
! % ﬁth other paragraphs Should

étter of form.

GOJE*R‘R Dmat In that ltttcr.i'_f'tugﬁgést you revise it and
submit to t.h; Cimissiq. |
MR, SAJ‘JDERiGN: Par.grt;ﬁ (e} provides ror the Department
elasslf!cagion to 5! on the besis of the average depth - 1
think it weuld be less confusing if they would Just take the
depth of the first. well « wouldn't haye to be working on
&verages,
MR. ATWO(D: The sample order here is just something given to the
Commission to assist in starting a from, and If you do consider
it, whatever change the Commission thinks should be put in there
we w'll be glad to cooperate in any way we can, 1l would like for
other operators affected to offer any suggestlons they have, This
order as drawn applies cnly to Eddy and Lea Counties. The retition
males no rzference to countiés. The rest, I am not surc :“cut.
“MR. LIVIN®ST™: What the Gulf asked for was revision o7 state
wide prorastion order 485, with the depth facter of the rroration
order only proration in Lea ane¢ Eddy Counties, so nothin: was
advertlsed as to changing th- pror-tion status In the other cromtles,
e ATWCCD: At present that problem is not ir cther ccurtiss. The
Commission can make the order to apply to any o‘her county in which
deep wells sheuld he drilled,
MR. W. E, HUBRBA®D - Humble Of1l Company.
We agree In principal with the 1ral of the Culr, Certainly
if your rescurces of the state are to be develorad t™e crenter
risk on the investment has et to be taven
or they wen't be developed, The order -« I
Trovide fer a unit any larcer than 40 acres,
it ca2n “> anvmore than 40 acres, Our thra-ht
edly vooare fared with a wider driliinn Lhan 40 -
basic thezre not beine encuch oil down thore,

10 acres. cccnomically we f2el probably —ast
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pools will be based om :mt‘tegy 80 acres and may go

to 160, I should like te ses that part amended so that the
miit would not be Jess tham 40 acres, and allow us to go
above 40 acres 1f the situatiom warrants it, We have had
auch information develop since the war started as to the
maximum efficient rate that pools can go without waste.

1 notice in the table of the Gulf, it allows wells of 40
acres to produce up to 308 barrels, which is almost 7
barr-ls per acre. 1 don't know of any pool where that had
been cxceeded or even approached.Our pools in East Texas,

the maximum rate in those pools {s about 3 barr=zls per

acre, Some wells over there, Yates probably, the best

pool is hetween 2% and 3 barrels., I am afraid the Com-
mission will he faced with the duty, after *hese wells

are drilled, of having to cut them back on account of wsst ' ng
the r-:serveir, OCur engineers came to the conclusion that
aftzr a pool has heen drilled, .- it can produce aXout as
much per dav vhether cn a 23, 40, 10 or 60 acre tasis. A
well or the rool would not waste anymore, For that reason

I =honuld also llke to see put in the formula scmething

Al

aboat

0

craacs, If the wells could produce more without waste

I think they shculd do so., Don't know how that could he

vorkzd in the formula, but would like to have that.,
Ne JILLIAS: I ajree with it, 1 thirs ths Crestion of

wcronox wn ol e ozoattor that the Comcission could

- Y
OTeTraLe

oz heslic ol Iorth or coconomics slons. It obtiar words

T8

seviz Lt 0 h orzsois o the valt oonoz2ll o co2 sthver fields
shove B,000 f at, then i the Jeep ones ccore drilled 1 oto

P oo 17 a1l the nllowzable angd still weep 2n 2o nit-
ihle e etozen the dezp “nd the shallow rnes, Aszame
e ey daer oo lle wore spacad 1 to 130, vor onnld cive ncre

SE Ir frow 2n econcmical standpoint, ond {ron n o toore

ti roint ond tha Ceommission should oot cortoon
coder ot b s st herad on hath,
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MR, WILLIAMS: Yes sir, after thres or four wells you would
know what you could do. You shouldnft tie yourself down
and it should be var!lﬁtc, s@ that when the flelds were
drilled up, you could vary in accordance. 1t is very im-
portant to these that have shallow production.
YR. A, E. WILLIG = The Texas Company.
1 have a statement to read and submit as part of the record
from the Tz=xas Ccmpany:
"CASE NO, 62
BoFORE THE CIL CONSERVATION COMMISSICHN

OF THE STATE OF NEW MEXICO
MAY 14, 1945

I THE MATT R CF: TUE PETITION OF THE GULF OIL

T RFCWATICN FO OO REVISION OF STATEWIDE PEORATICH
Tl NCe, 538 TO PrOVIDE FGR OINCREASING THE

CI \LLCL'“L FRrom = <1 ELY ACCO'DING TO DEFTH

¢2CLS PRQD 2100 TELT. 5000 F-ET.

"Thz Texns Company raspectfnlly requests leave to file this st-tement
in {ts tenalf in connactlon with the hearing colled to consider the

cubject metter,

"Cn Aucucst 3, 1943, a hesrina was held on the zpplic:ticn of the

natter, At that hearin~ considerahle tectimony :nd evidence

intro‘uced which zre pertinent to a furth r considar=ticn of
rore 4t respzatfolly request that the racord o thot tmearins
oo oo part of arn ~nsider>d ry tne Commissior in =2'-2ition the

tootinony to bo ferr @ on May 14,

Tty

zt th- coest of drillin- and
wtlon with the dzpth,  Experd
iction is not pre-determin~d and

BT o

: to _nother oz shown by the taet?l 1
i< It Is generally “mown 1t rothe
. ard eorervctine costs will e, W& are in
2 ncrotofore thot s me reooonition in the
< h nceerded wells drill & to Cerper derths.
: Lcuzvear, : . acature of such cons.oor.tion shonl? e cr
Traiy deturained o vt Commiscion in zccond Lo i
. M . ae, Yoy . R ) -+ 3~ < :
ot 11;.' I SURINAID Y Conservatiosn S ats 18 o we 1
Teroc G Tor : Paranrath & of S,.ticn ic
L 3 T Glenies, 1035 sy Chzrt-r 72,
Gomaonso o otrursocty dnow yosl chaald he re irst tw othe Comolis
LY ol noT well te < K -
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"It is generally recognized that much of the drilling In
proven fields in mest of the off~preducing states can be
classified as 'umnecesssry or excessive drilling' in that

“from the wells already drilled or from a fewer number of
‘wells properly speced approximatsly the same amount of oil
could be recovered, therefore the drilling of sdditional
wells would not, and will net, matsrially increase the
ultimate recovery from the fle¢ld¢, Im other words, in most
flelds the data are amply sufficient at an early stage in
the development of the fleld to determine to reasonable
.accuracy the efficient and !%ennngcnl dralnage area of a
well. The dr ng of meére one well to drain such
area results in excessive or uwnnecessary drllling as
those terms are used herein't,

¥YThe area which may be efficiently and eccnomically drained by any
particular well, regardless of depth, will vary with the physical
characterisitcs of the reservolir from which such well produces,

and these characteristics may not be determined with any exacti-
tude uvntil such well has been brought into production and the
pertinent factors have been determined, We,therefore, recommend
and strongly urge to the Commission that no arhitrary, pre-determined
allowable be assigned to deeper wells until testimony and evidence
by competent parties has heen introduced and considered in the

case of each separate reservolr, Such evidence would necessarily
include, among other things, the cost of drillinec and operating
wells of the particular depth under consideration and would be con=-
sidered in determinino the allowable of wells drilled in that par-
ticular field, Thereupon, from such hearings the Comission may
determine, under the requirements of Section 12 gqroted ahove, the
proper spacing and pror2tion unit, and, further, under Section 1}
of the same Statutes, may 'allocate or distribute the allowable
production among the fields of the Stat€ecececeecsesssOnn a reascnable
basiSeesvseessss’s Thus, an Operator in uncdertaking the drilling

of a deep well would have the =assurance, prior to the commencemant
of the well, that the costs pecullar to and enccuntered in ‘he
dr'1llins and operation of his well would be ¢iven d-e cuncider=tion
in ixins the allowatle for such well,

"It is r=coqgnized

that, before the pertinent phyricnl olaracteristics
o the revarvoelr may e deterninzd, it is desivavls Lo @ cvail-
cli the duta from a number of wells in a new reservasir. Durine
the interim frem the drilling of the discovery well zad the [urther
vells required for the reasonable determination of the reescrysirte
canracteristics, we vecommend the apnlicatlion of & oo i1 orn
of the przsent 'Bonus Discovery Allowahle?! Crd:r o, £73 o the
e lexlco il Conservatlion Commission adopted Copionher o, 1044,
lidificetions of this Order should include:
"l. Reasona»lz daily top allowable rate- hae~d on
variaons Zetvt™ trackete for the diccoavary wall,
"2. The =zrplis-ticn of such tep daily =llow 1l2c to
the next coheeguent four wells conplat~d irn Uhe
eame reserveir within the eichteen —onthe or
two veor prriod next followin the coaplotion
of the Jdiscovary well,
"3. Frior to tie expiration of th= peric’ 2dorted
for honus discovaery 21low . nl =, the Com-lssia:
will =211 & " ezarin. to Jetermine the vror-r
sracing, "rerstien unit, and rooel Lo o llow-
arlee teo be cssisnsd to 211 wolls i =0cn £i 1d.,
The reg-lar teop 2llovible zo doetar. ine vy
Vereafter be maintelvred 1o an awmourt - 40
sawe prorortion theorstafor € nad to by
Tislds,
rin reotlclly zabmit Lhnt th pree-ter i Plaow 219
SR S cxbitted by the an; Ticunt in toae it
LT e poinc g ot eicire, do not boo. Ao o sonzidsrobivon
Sortinest Jots necessary wnc avails o le oo 1 0L s el bl oF
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ervoire.

"In genclusfony we wist | 4 that the sdeptisn and
appl iatf@n?°f§%°thi Lhiwables contempiated under
thisieause bo Wude s I 2 of avoldable physical
vasti? S |

- sctfully submitted,

THE TEXAS CCMPANY

B /s/ C.B. WILLIAMS

May 14, 1945"

GOVERNCR DEMPSEY: You are ?tqagsting that this Commission make

part of this record of hearing held in Awgust 1943, that would be
very Inconsistent,

MR, WILLIG: Yes sir.,
SOVTRNGR DEMPSEY: There may be part of the hearing of August 1943
that the men herz today know ncthing about. If there is any of
the hearing of August 1943 not ccnsistent with the hearing held here
today, I would be glad to have you point it out. I think it is
well to call the Comr~ission's attention so that they can do that,
but cannot put part of that hearing Into this one,

L%. #ILLIANMS: 1 shall be glad to brlefly jualify Mr. Willig

so that he may testify.
(After “eing sworn tec tell the truth, whole truth and nothin~ but

the truth, Mr. Willig testified as follows:)

WILLIAAS: You arez employzd by the Texas Companyl?
0. WILLIZ: Yas sir.
WwilLIANMS: Mow long have you been employsd ty this Company:
D7 e JILLIT: RE years.
In - hat zepacity now?
Divisicnal znginmer for Wwz=t T
Stztez your rezponsibility in thet
mtters on behalf oY the Company in cuns
zlloc:ticon of wells and matters L =t
iz ordar here vou propose
. tement ycv heve just
wnt reprecent vorr view
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MR, WILLIAMS:

MRoe WILLIG: 1t does,

1 questioned Mr. Gray about factors of depth,

I believe the letter you just resd generally reviews the thoughts

you

have in Connection with the various factors to be considered (n

the allocation of productiem does it not?

MP. WILLIAMS:

MR. WILLIG: Yes sir,

Do you feel that the allowables of wells shouldbe

based on depth alone?

e WILLIAR

anc

v

MR, WILLIG: No sir, 1 think the cost of wells of :he same

derth may vary considerably, depending on the area in which

they are dr lled, 1 think the efficient drainage of = well

considering the economics involved shouldtbe considered,

S: Do you think the ultimate recovery, kind of reservoir

type of energy shculdbe given due ccnslideration?

Mi, WILLIG: Yes sir they «<re all important factors,

HILLTAMS: All these factors cannot be known of ccorse,

M. VILELG: Mo, 1t will take several yeirs to determine

that deqree of xactitude,

[N
w

AAlilarS: Then yoo arz in accord with th- proposal t -t -

higier allowable than the allowable at tn. rrevsnt tine *eins

followed in Lea County be texporar 1y asslonad to Lthzee e
wells do you not,
L. WILLIr Yee, I thipn

» it wouls help t.o SOV LG et of

L™~ compositicn of ceveral -jl-

i rosl, irois
rece rond=tioo fh ot ot factors then kpown - Sobh g
e cops s arding the z21lostinng o
« .« 11 et is el
'S L e 2lioc U on of
hle -—1roc Oor taoth footor
e CILLIN Ihe allowarle,

UL T You think the
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GOVERMOR LEMPSEY: Any other guastiens?

{No further questions)

IR. H, B. HUZLEY = Continental Ofl Company.

I wish to go on record and state the Continental Oil Company
favors in principal the plan as submitted by the Gulf here today.

M. CHAS. RCRIFPAUGH « Shell Oil Company

we are also in favor of the pflncipals as set out in the Gulf's
order, 1 think that possibly some of the controversy on the prohlen
might be alleviated somewhat if consideraticon was given to Insertion
in the order as proposed that permanent fields would be adorted
hzfore a hearln~s through the Commission,

i7ie Te Je DORSLY = Atlantic Refining Ceonmpany

The Atlantic Refining Company also agrees -with the Inlf erder
In principale.

MRe "AVE He LAYFIZLD « Magnolia Petlrole.n: Corranv,

The Masnolia Petroleum Company also agre s with the "ulfls

.

cercer ir orincipal,

IPe 27T U DUV LITTR - 8SKelly Oll Company z-reaes in rrircis o |
ittt BUIf Qi Cursercticon, we favor the alleo tion of o =ile
"oz osoale cooto depthy, I don't know chot Y othir ot b
ond with refzrence to principal, "ut I ia-ino oty -1
Yoo doe the oostion ol waste or proper <ryac o, tant L LUsie

Lo b e g ¢ 1l 7 o ne.rine te detarming
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The Commission will approve Cases 63,a§i'and 66, Take this 62

under advisement.

MR. SELLING:R: If it {s In order I think it would be good
ldea if t he operators in Eddy County would be allowed to file
a statement of information regarding these deep wells. We
are planning on drilling a deep well and I don't think anything
would come up that would interfere with us If we can send a
stzatement I belleve it would help,
GCVZRNCR DEMPSZY: We would be happy to have a statement from any of
the operators in either lLea or Eddy County.
MRe ATWOOD: In case any of the Gulf people have a copy of
any operators files, that statement could be sent to me .

GCVERNOR DEMFSZY: That would be all right to send Colonel Atwood

2 Statement,

- -
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