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LEA CCUNTY OPERATORS CUMMITTEE {/» u,

Fort Worth, Texas STy
June 30, 1948 R

File: GHC-807-310.17

Re: Proposed Amerdment to New Mexieo
Oll Commission Order No. 712

¥r. J. W, House
Humble 01l and Refining Company
Midland, Texas

¥r. M. C. Brunner
Shell Cil Company
Midland, Texas

Nr. J. N. Dunlavey

Skelly C1l1 Company
Hobbs, New Mexico

Gentlemen:

Attaghed you will kindly find copy 1f the minmutes of the June 24th
mosting of the Engineering Advisory Committee, including their suggested
amsndment to the New Mexico (il Conservation Commission Order No. 712. I
wish that your committee would kindly consider this suggested amendment and
have your resommendations resdy to mske to the Exscutive Committee., A meeting
of the Bmmeutive Committee will bs held in Fort Worth in the Stanolind Confer-
ence Roam (lhth Floor, Fair Building) at 10:00 A.M. on Monday, July 12, At
this mseting the RKxecutive Committee will also consider the committee's report
on proposed pipe line transportation omder and proposed tank cleaning order.

I have today talleed with Mr. Spurrier, and the Commission will set the hearing
for Thursday, July 29,

In relation to Mr. Staley's comments on the Blinebry Pool, in the attached
ninutes, it is requested that he bring the necessary information on this pool
to the Bxeoutive Comnittee mesting on July 12.

Yours very truly,

CooTiiig, s v

GiiCagp . H. CARD
Atich.
cc: H. B. Hurley

W. E. Hubbard

S. G. Sandersom

D. A. Powell

P, C. Wilson

C. G. Staley
J. 0. Seth




PAUL S. BROWN

208 No. TURNER STREET

HOBBS. NEW MEXICO

CENTRAL SURETY
AND INSURANCE
CGORPORATION

February 12, 1949

¥r. R.R. Spurrier, Secretary and Jirector
New Mexico Uil Conservation Commisgsion
Post Office Box 871

Santa Fe, New Mexico

Re: Order No. 784, effective September 10, 1948
emending Order 712, August 4, 1947

Dear Sir:

I wish to thank you for your letter of February 9th which
calls attention to the fact that we have not filed a gas-
0il ratio test. The reason is that we have been having
considerable trouble with this well, and really have nct
been in very good position to give you a good gas-oil ra-
tio test,

I believe our difficulties are behind us, and we will there-
fore, take immediate steps to furnish you with a gas-oil ra-

tio test.
Yours very truly,
VAL, OBROVY OALD PAUL S, GO
By~
Paul S. Brown/erl =

CC: Lea County Operators Committee
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c MINUTES OF ENGINEERING ADVISCRY CQMITTEER C

P June 24, 1948 P

} The 1eet”as was called to order at 10:30 A.M. in the office of the Lea
County Operators Committee, Hobbs, New Mexico. The following members were present:

Rebert Schuehle Texas-Pacific Coal and Cil Ccmpany
R. S. Dewey Humble Oil and Refining Company

E. J. Gallagher Gulf Oil Corporation

G. H. Grav Repollo 0il Ccmpany

G. H. Hirschfeld Lea County Operators Comnittee

C. d. Danchertsen for R.S5.Christie Amerada Petroleum Corporation

d. F. Forbes for Homer Dailey Continental 0il Company

The suggested amendment to Commission Order No. 712 subritted to iir. Dun-
lavey and Mr. Brunner by Mr. J. W. House on May 7, 1948, was discussed and it was
unanimously agreed that the feollowing addition to Order No. 712 be recommended:

"Any well producing from a reservoir which contains both oil and gas
shall be permitted to produce only that volume of gas equivalent to
the applicable limiting gas-o0il ratio multiplied by the top unit oil
allowable (deep pool zdaptation) currently assigned to the pool, to
be effective in all poocls in New Mexico where the gas-oil ratio is
limited by Commission Order. This will place all producing wells,
whether cil or gas, in these pools on the proraticn schedule.™

It is further recommended that the Executive Committee advise tlie operators
in the Blinebry Pool that a hearing may be in order to determine whether the
Blinebry Poocl is predominately oil, gas or condensate reservoir, or whether Blire-
bry Pool has the proper gas-cil ratio limit or should be deleted from Commission
Order No. 712, as above amended.

The Advisury Committee, in making a study of the data compiled as a result
of cooperative gas-oil ratio tests in the Eunice-Nonument Pool, recommends the
following:

1, That a tabulation of comparisons be made between gas volumes ‘ob-
tained in the gas~oil ratio tests and the gas volumes submitted on
Commission Form C-114, showing sub-totals for each company,

2. That a tabulation of dry gas preoduction from the ares showing com-
parative data be made up.

3. That a tabulation be made of producing zcnes for all dry gas wells
within the orez,
4. That a history be made of gasoline plant operations over a four-year
period to be taken from the Lea County Operators Committee Annual
Report.
Respectfully submitted,

LbEs CQUNTY OPERAT(RS CQITTEE /s/ Glenn Staley
HOBBS, NBEJ MEXICO

Glenn Staley
June 25, 1948
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HUMBLE OIL & REFINING COMPANY :O Py

\'V
q / HOUSTON |, TEXAS

May 7, 1948

Mr. Jim Dunlavy

Skelly 0il Company
Hobbs, Hew Mexico

Mr. Hike Brumer
Shell 011 Company
Midland, Texas

Dear Sir:

In line with the Committee's assigmment with reference to the
displacement facter in New Mexico oil and gas comservation rules, I would
like to suggest the following amendment:

"Any well preducing from a reservoir vhich comtains doth e¢il
and gas shall be permitted teo produce omly that velume of
gas equivalant to the appliceble limiting gas-oil ratio
multiplied by the top wnit o0il allowable (with deep poel
adaptatien) currently assigned to the poel.”

This mendment will apply te Cemmission Order 712 and weuld be effective
in all poels in New Mexico where the gas-oil ratio is limited dy Commission
« This would in éeffect place all producing wells, whether oll ox gas,
poels en a proratien scheduls.

it

We have reviewed the present practice of reporting and taking
il raties as new set up dy the Lea County Operaters, and it is our
belief that the present Form A-116 and the schedules worked out for the
various flelds would be adequate for the intended purpose. Ve have also
asked our attorneys to review the New Mexice statutes and advise us whether
they felt that additiomal legislation would be necessary to enable the
Cammission to premmlgate ges conservation regulationes and they cite the
following in this commnectiom:

;

1., 65-210 "The Cemmission is hereby empowered, and it is its
duty, te prevent the waste prohibited by this act., To that
end, the Commission is empewered to make and enforce rules,
regulations and orders, and to do whatever may be reason-
ably necessary to carry out the purposes of this act, whether
or ot imdicated or specified in any section heresf.”

2 69,911 "Tnalnﬂ.ﬂ in tha FoTeT si.‘.a:.‘ ts +ths Commt octam 4 o

antherity to.....1limit and prorate production of crude
potroleum 01l and natural gas.”

3. 69-203 dsfines "wasts" as including "the locating, specing,
darilling, equipping, ~perating or producing, of any well or
wvells in a xzxmner to reduce or tend to reduce the tetal
quentity of crude petroleum oil or natural gas ultimately
recoverable from any peol.”
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HUMBLE OlL & REFINING COMPANY
HGUSTON 1, TEXAS

Mr. Jim Dmlavy
Mr. Mike Bruner 2 May T, 1948

k., 69.202 "The proeductien or hamdling of crude petroleum or
matural gas, er the handling of products thereof, in
such a mumaer or under such conditioms or im such amounts
as to constitute or result in wasts is each bhereby pro-
hibited,"

In thelir opinten, sufficisnt statutes are already in effect te give the
sdsquate basis for the issuamce of the proper regitlatiems.

»lan such as has been initiated by this Cemmitiee, it weuld be
a relatively simple thing to establish whather er net a reservelr wes
rimearily eil and gas or gas alene, In this case, the suggested smend-
netrt would apply to that gas vhich is normally called asseciated gas.
then be necessary for the Comaissien te adopt other rules with
referencs %0 reservoirs centaining menssseciated geas,

:
]
b

:

For the purpese of this cemmittee, I am offering thess suggestions
and would appreciate your immediaste epiniens as to the werkability of this
plan. I have been advised that z joint mesting of the Texas Railread
Conminsien ani the New Mexico Conservatiem Commissier is plamed fer
Nay 28, If we ceuld arrive at a joint recemmendestien in time to requast
a g i wis Sa=x=iscicn the day after the ahawe date, it would be
conveniemt for all cencermed.

As sesm 28 yeu have hed time to review this propesal and forward
your camments, I will cemtact you by telepheme in reference to a date feor
a Cammittes heariag for additienal discussien.

Very truly ywurs,

JWH:awe

cc: Mr. Giemn Staisy
Ton Davwhky (mavaters Nesmittsas

' T e —-

bs, New Mexice

Mr. Geexrgs Card
Stanolind 011 & Gas Company
Fort Veorth, Texss

Mr. W, B. Hubbard
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Afternoon session of the
hearing before the 0il
Conservation Commission
of July 29, 1648,

MRe SETH: On behalf of the Isa County Operators we would like to return to Case 152,
the Grayburg snd Western Production Coe mattere The armmouuced decision of the Come
mission we fear will esteblish a bad precedent or a precedent ‘hat might be trouble=
somes It may be right in this oases But this departuce from a unit allowable to a
lease allowable might cause all manner of complicetions, and as I undarstand thst
application would=-the order of thne Commission would authorize that in certain ocasess
1 would like on behalf of the Lea County Operators to huve on opportunity to get a
copy of the transcript and be further hearde The unit allowable has been the rule

in this State for so long and operated so well wo question anything that might be a
doparture from ite As soon as woe can get the transoript and a oopy of the applie
oation, Lea County Opurators will eithor ask for further hecaring or withdrew their
objeotions, I also want to call your attention to the faot that tho notice gave no
warning othor than wnorthodox location of wellss It comes to us entirely by surprise,
and es a matter of fact, wo couldn®t heor one third of tho testimony takon on tho
matter this mornings I Lopo the stenographoer could hear more of ite

COMMISSIONER SPURWIER: Judge, your thought is to ask for the case %o be continued?
MRe SETH: Thatls righte

COMMISSIONER SPURRIER: More or less indefinitely?

MB. SETH: We dontt want to delay these pesoplce Ve want a chance to study the trane
scripte I hope the stenogrepher heard morse of it than we did sitting in the backs
COMMISSIONER SPURRIER: The cbjection, if there is any, is to the allowable or to t<
proration scheme, not to the drilling of the unorthodox locations?

MRe SETH: Not at all, no., We have no objeotion. to thate That is what we thought
the application was fora '

COEMISSIONER MIIES: I tried to question somebody on thate I wasn't sure that 1
understood it fully, too. This morning I thought that perhaps somebody would bring
up scame objections and I talked to some of the people later, and they said they
didn®*t hear the testimony,

MR. SETH: The matter is two wells on more than e 40=~mcre allowable being produced
through those two wells, as I understond the propositions

MR. QOCHRANs If the Commission please, Grayburg and iiestern Production Coe regret
that some of the people here didn't hear all the testimony this mornings We certoine
ly want Lea County Operators to have a chance to review the testimony, However,
naturally since there is no objection to the drilling of unocrthodex locations, and
since Grayburg has two rigs available, they would like to prooced with the drilling
of the first two willsae

MRe SETHs No objection on our part to thate

MRe COCHRAN: And naturally also with reference to the allowablo question, they
would like that the matter not be contimed for any longer time than possible be=
cause it is an extensive drilling program and they vould like to know what their
2llowablc position ise Now, wiin reference to kire Seth's remarks about the notlce,
Well, my observation heg becn and I beliove the Commission wi}l agree that in an
application asking for any unorthodox location it always involves a question of
allowablee I mean that appoars to me to be part of the gquestion itself, And it
oertainly wesntt Grayburgs or Westorn Production Coe's ides thot the notice not dise
oclosa fully everything thet they intended to presente 4nd I kiow that wasn't in the
mind of the Commission when they prepared the notices But we would like to go shsad
with the drilling of these wells, and gzo into this allowable question further with
the lea County Operators at the earliest possibvle datee It may be that lire Morrell
might have some suggestions with reference to this that might be helpfule

iRe MORRELLs If the Commission please, the thought occurs to me in view of the fact
that I had considerable contact with the formulation end proparation of the agreement
leading to the application to ths Commission that I might be sbls to add some history
end background and thoughts that might be helpful to the operators in Lea Countys

(pe 1 = Case 152)




I wonder thougn at this time whother to ssove the time of the Commission to al low
you to provecd with the remainder of the cascs on your docket ond upon completion
of those I would be glad to make sevoral romerke for the bonefit of the Loa County
Croratorse
COMLAISSIOWER MILESs lire Seth, you wanted an opportunity to study the tostimony?
JMRe SETHs Yose It may bo ithat under tho circumstanccs Grayburg is ontiroly propore
But we don't know and we don't viant a prccedent estavlisthode That is our vhole
intoroste
COIIIISSIONER MILES: You will as soon as possiblo ===-=
iRe SETHs As scon es we gol itwwtho stonographer®s tronsoripte
COMMISSIONER 1ILiS: Thon it will be continued until such time as ycu have an oppor=
tunity to study the transcripts
MRe SETH: All rights
1Re COCHRAN: The continuance will be only as to the allowatle question? The une
orthodox locations are granted?
(CMMISSIONER MILES: Anybedy else want to say anything?
MR, MORRELL: Will I have an opportunity to say something after the flnish of thie
m<oting?
CCIMISSIONER MILES: Yes, sire
MR, MORRELL: I may be able to answer some thoughts that have not been yet presented,
COMMISSIONER MILES: We will be glad to hear youe Call the noxt ocases
(Mre Grehem rends the notice of publication in Case Noe 155)

iR, CARD: I represent Lea County Operators,
COMMISSIONER SPURRIERs Mre Card, will you please come forward?
MR, CARDs I represent Lea County Oporabors Committeee This proposed order was cone
sidored at a meeting of the Lea County Operators Committoe yesterday and it wos une
aninously=--the motion was unanimously adopted that this proposed order should be
prosonted to the Comnission for adoptione lire Hosford,
MR. SETH: As the Commission seos, it is a paragrarh to take the place of two parae
graphs in tho old Order 52¢ I would like to have Mr. Hosford sworne

Eugene Hosford, having been first duly sworn, testified as followss

DIRECT EXAMINATION BY MR, SETH:
Qe Please state your names
Ae Bugene Kosford,
Qe By whom are you employed?
Ae Gulf 0il Corporations
Qe In what capacity?
Ae Assistant Chief Production Engineer,
Qe You have never testified before this Commissions
Ae NO. sir,
Qe Will you please state your training and qualifications briefly? And experiences
Ae I graduated from the University of Cklahoma with an engineering degree, and sinoe
that time, the last thirteen years, have been employed by Gulf as an engineers
Qe In o0il production?
Ae In 0il productions
Qe Have you been employed in Lea County?
As TNo, sir, I have note
Qe This order provides for the production of oil with & certain meximum per cent,
above which they shall not go on any one daye Will you please stato the substance
of the order and your view as to whether it is proper or not?
2. In offoot, the ordor obalus Uimb auy uniy cunnot be produced in excess of 125
per oent of its daily alloweble in any one day. Inny h‘n'wn_w_r_\'p_' tha amondment ic o
good one in that there is some questlon in the minds of the pipo line companies &s
to whether they should run available oil that would excoed the summation of the daily
allowable to that datee Now this amendment will elarify this situatione It gocs
even further then that, and probably of more importence in that it is a conservetion
moasurce First, it restricts the rate of flow, and does not pemit excossive rates,
and this in itself would be more conducive to the proper operation of the reservoire
Socondly, and evon moro important thoss days, is the fact that by distributing the
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0il tnd gas preduction throu hout tho moath in placo of preoducing it in ono or two
days, or I should say in a week!s time, it will make possible a more continuous flow
of natural gas into the gasoline plants, and this in turn will permit more efficient
oreration of the plants and ninimize vestaze of gase
Qe Under this order a man couldn't produce a week'!s allowable in one day?
Ae That's right,
Qe It must be spread nwre or less evenly over the month?
Ae That is correcte
Qe Do you favor i%s adoption as a conservation measura?
Ae Yes, sir, I doa
IRe SETH: I believe that is all we havee
QOMMISSIONER MILESs Anyone else have a question?
bRe MORRELL:s I would like a clarification of that testimony just presenteds 4
week's allowable could be made up in one day?
Ao Could not bo,
Qe I would elso like a little clarification, if possible, for the benefit of those
who were not in attendance of the lLea County Operctors Committec meeting yesterday,
Thore was one or two that mnde the comment that this would allow a well to be producc
at the rate of 125 per oont ncrmal allowable for cach day in the calender month, I
don't think that this is whot the ordor intendss
Ae¢ I don't believe the order soys thet, Mr, Morrells I boliove it says that the
owner or operator shall not producs from any unit during any calondor month any more
0il than tho sllowable produoction for such unit as shown by the proration schedules
That is pretty plaine The othoer provision is that it shouldn't bo produced over
125 per cent of the daily sllowoble on any ons day,
Qe I think your stotemont is corrcote I just wantod to call your attention to the
fact so .that thore wouldn't bo any erroncous improssionse
COMMISSIONER MILESs You wore reading from the order?
As From the proposcd amendment,
COMMISSIONER LILESs Anyons elso? If not, wo will tuke it under advisemonte Next
0056 ¢
(Mre Grohom resds tho notice of publicotion in Caso Noe 156e)
MRe. CARD; I ropresont Lea County Operators Committcce This proposed order likewise
was considerod yesterday in tho meoting of the Lea County Operators and a motion was
upnanimously adopted that the proposed order be presented for adoption to the Commissio
Re S. Dewey, having been first duly sworn, testified as followst
DIRECT EXAMINATION BY MR. SETH:
Qe State your name, please,
Ae Rs Se Dewey.
Qs By vwhom are you employed?
As I sm employed by the Humble Cil and Refining Coe
1iRe SETH: I don't think it is necessary to gualify Mre Dewey before this Commissions
COMMISSIONER SFURRIERs Noa
Qe Mr, Dewey, please state to the Commission the effect of this proposed smendment
and your views ms to whether it is a proper one for conservation of gas and oil,
Ae As 1. understand the intent and purpose of this amendment, it is to establish
a method of gas proration in an oil reservoir on e comparablie and similer basis to
the method now nszd {ur prorating oil in the same reservoire When ond il tne Com=
mission sees fit to adopt this emondment, the effeot will beto aubomnkiesnlly set a
top aliovwable for gas production on a unit basis similar to the top allowable that is
now in effect for oil production on a unit basis,
Qe It is applicable only to pools producing both oil and gas?
Ae That's righte It is limited to those oil end gas reservoirs in wanich the Come
mission has deemed it sdvisable %o set & limiting gas-oil ratioe It does not rofor
at all to gas fields whore no oil produstion is availables I belicve that it is a
conservetion moasure in keeping with tho statutes as outlined in Seotion 12, and that
it will afford the opecrators en opportunity to more nearly rccover their proportionstc
part of the oil and gas underlying their proporties, I think the first paragraph hes
partioular roforence to the first paragraph of Soction 12 of the sbatutess I believe
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that is all I huve to sey, uinless scmobody has o guestion they caro to aske

Qs The effect of it would be this, as I understand ite If the cll=gas ratio is
4,000, and the top unit allowable is 40 barrcls, it would boe 40 tines 4,000, which
would be all the gas from a field producing both 0il and pgas=—-all tho gas they
would be permitted to produce?

Ao That is correcte If an coperetor on one unit had an oil well under the current
proration schedule the Commission had established==a limiting ratio of 4,000 for that
partionlar reservor and the allowable of 40 barrels—-~then the operator on that ade
joirning tract of land who had a gas well would be permitbed to produce 40 times
4,000 ocue fte of gas per daye

Q¢ You welcome its adoption?

A. I dO.
Qe And you appear here for the Lea County Operators?
Ae I do,

}Re SETHs That is all,e

COMLISSIONER SPURRIERs Mre Dewey, just for the purpose of olarification for my=
s6lf esee

COM2{ISSIONER MILESs And me toe (Laughter)

COMMISSIONER SPURRIER: And Governor liles, I interpret what you have said, and
Judge Seth has snid, to mean that any pool in lew iexico, or Lea, Eddy and Chaves
counties, New Mexioco, that has a gns=0il ratio will fall within the neaning of

this order. But that fields which do produce oil==well, for c¢xample Langlie=Mettix-
ard have no gas=o0il ratio will not be affected by this order.

As Thot is my interpretation of ite I think that is the intent of this amendment.
COMMISSIONER SPURRIER: While the Commission has no order vhich defines a gas well
from an o0il well, or a gas pool from an oil pool, this order has the purpose of
preventing the withdrawal of excessive amounts of reservoir enorgy in the form of~
gos from & pool which is primarily an oil pool?

Ae 'I!hat's rig'rb. It is an order to euuallz.o ths mthdrawa.ls be'bween opemtors,

onsrgy doavained in tha gas.
COMMISSIONER SPURRIER: That is all I have.
COMMISSIONER LiILES: Anyone else have any statements or questions?
MR. MORRELL; Governor Miles, I would like to enter in the rccord that wo do concur
in that proposed order as to Federal landse, We arc at the present time using that
exeot proocesse We have two woells on o Federal lease in the Squarc Lake pool pre-
duoing solely ges from a definite oileproducing zono. And they have beon allowede- |
although not tuken the opportunity==to produce the allowable gas=oil ratio to the
top 0il allowable for that pool, Wo are doing the some thing for tho Amon Ge
Carter well in Section 22 South, 37 Bast, which was recently oompleted as a gas
produsing well in the Drinkard zone. And they are limibed to withdrawals oxactly
in accordanec with this proposed ordor,
COMIISSIONER MILES: Anyone else wish to ask any gquestions or make any statements
regarding this matter? If not, it will be takon under advisemont,
iR, GRAHAM: Moy I ask one quest:.on? Judge Seth, this suggosted amendmont to tho
Comissionts order. Vhere do you suggest it go?
MR, SETH: I don't think it is on the general lLea County order. That is where I
think it belongs. 712.
X¥R. GRaH&M, 712. tnk no specific section?
MR, SETH. ©No, just a new rule.
MR. GRAHAMy; That will be an addition to that order?
MR, SETH: Yes, thatts right.
COMMISSIONER SPURRIER: I have a question. I believe that Crder 52 applies to
Lea Counbty only, Is that right?
liiR. SETH: We recommend that it apply to all of theme
COMMISSIONER SPURRIER: The recommendation is that this order apply to Lea, Eddy,
and Chaves counties?
COMMISSIONER MILES: Vhat wes the answer, yes?
M¥R. SETH: Yes.
COMMISSIONER MILES: This case will bec taken under advisement and we will proceed
with the naxt case. '
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(l're Grohem reads the notice of publication in Case No. 110)
IRs CARDs I represent lLea County Operators Committeo. This proposed order cover=
irg Case Noe 110 was also considered iu %ho mewoting of ths Ica County Operators
Committoe yesterdays Ard a motion was unanimously ndopted that the proposed order
be submitted to the Commission for their adoption. We would like to oall your
attention to the faot that this proposed ordor doesn't cover gasoling plants and
pipe line operations with regerd to reclaiming waste oil, end it is suggested that
the Commission appoint a ocommittee reprosontutive of 4he gnsoline plant operators
to write s proposed order,

R« Se Dowoy, reocslled for further tostimony, tostified os follows:

DIRSECT SXAMINATION BY MR. SETH:
Qe You are the same Re Se Dowoy that testified in the preceding oaso?
Ae I ame
Qe Hawe you gons over th1s proposed order?
Ae I have,
Qe To get tho rocord olear. It is limited ontirely to loaso oil, is it not?
Ae Thatt?s rights It is on operator¥s orders
Qe And it has nothing to do with pipe cleaning, pipelino tank bottoms or the re-
oovery of drippings from gasoline plents?
A¢ Thotts rightc It night have same application in that it sets up somo rules
and regulotions about cleaning plants and that sort of thing, but it is not
applicable Yo either pipe lines or gasoline plants in the full sense.
Qe Will you discuss the purpose of the order and your viow as to it, Mr. Dowey?
Ae Thae purpose of this order, as I sec it, is to set up tho mechanios tc be
followed by the 0il producer in the rceolamation of tank bottoms and provide meens
that such reolaimed production oan bo disposed of under the regulations of the
Commissione The proposed order sets out in detail the mothod ol making roports to
the Commission relative to the amount of reelaimed merchantoble oil, snd provides
a moans for a processing plent to dispose of thc moerchanteble oily all undor the
Commissionts directicne IV also sets out a means for any porson or firm desiring
tc enter into tho roolamntion of tank bottoms as a business, how thoy shall procesd
to obtain e permit from the Commission to enguge in thet businesss Beslidos the
roolamation of tenk bottoms, it also provides for a means for rcclaiming worehrire
ohda ni] thab!is iseiddnt To-drilling inropordtimis or othorviso losk in pitse =
The order furl:hor doflncs tho torms thret are usod™in thr main bedy of the erddre
Qe It requlres thzs reclu:med 0il to o -hurgua pack agalnst allowoble of tho
unit, does it not?
Ae Thot's righte Whatever oil merchanteble 0il accumulates and can be rocovered
from tank bottoms is subjoot 4o the royalty being peid by the producor,
Qe In your opinion, does it provide proper safoguards against any possible abuse
through thesc reclomstion plants?
Ae I think that it will prevent ebuse Ly these roeclomation plants due to the fact
thet sworn statoments are requirsd from the operator or producer rclative to the
location and amount of tank bottoms that ore to be processcdes And also by the
reclemation unit in the amount of recoversble merchantable oil that they obltain
from such tank bottoms.
Qe It requires the overntnr nf one of thece roclamclion planibs o give bond to
camply with the law?
As ‘Thatvs righte His chartor can be rcvoked,
Qe His permit is good only for one ycor and has to come up for revicw of the
situntion overy years 1Is that right?
&y Thetts right.
MR, SETHe I beliove thet is all I have. ;
COMMISSIONER MILES: Anybody olse have any questions or statements rogarding the
matter?
MR, FAMARISS: If the Commiss ion pleasee. Mre Dewey, under rule 1, seotion 4, the
first sentenco. :
COMMISSIORER MILES: What arc you reforring to now?
¥R, FEMARISSs Rule , section de¢ In this section the following words appearsy
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"Rothing contained in this Order shall avply to tank bottoms used on the lease
from which the tank bottons eccurmleted.® Is this construed te mean that if a
tank is cleaned and ths bottom used on the leate, no tank cleaning permit is
necessary or must be filed with the Comniscion, and that there shell bs no

charge back of any allowabls in this instance?

Ae That is my understanding of it, llre Famorisse That is, if the operctor wamts
to clean his om tanks, and the oil is not disposed of except in the regular
manrer similar to any o0il produced on the leases The operator doesntt have to
get a permit to cloan his tonkse

Qe Thet do you mean by if it 1s disposed of in the regular manner?

As I think under C=110, tho regular form that the operotoriees

Qe Isntt that token care of in the second part, "or to the treating of tank
bottoms on tho lease by the producor or operator where the merchantable o0il roe-
covered theorefrom is disvosed of through a duly authorized transporter ess shown on
Form C-110 filed with the Commissions" Is that particular instance perimitting tho
producer the rightful liborty to trcat his ovm tank bottoms and run them through
a pipe 1limo?

Ay That is the intont of the ordere. If a producer desires to troat his ovm tank
bottoms, he should be pcrmitted to do so.

Qs Yos, but thoe firgt thought in my mind would not indicate thate In othor words,
nothing contained in this order shall apply to tank botboms used on tho leascs
N3 treated and sold throush a plpe lino.

As As I understand the intont of this, I, Fomariss, it is that ovory operator in

his discretion has the right to go in ond clean his tanks and rocovor what more
chantable o0il he can, rnd that merchantable 0il can be pumpod right into the other
stock tanks on the loase and bo disposcd of in the normal manrer through somo
suthorizod transportors Thoro will probably be somp rosidus that accumilates in
thet process that there would be no point in making a roport to the Commission
relctivo toe

Qe If wo delcte my citation, would not that liberty still oxist? T
A. (h, T think thg inforonco would bo thore that the oporobtor still had the

righte This just sots it out specificallys He has the right to reelaim his own

0il and disposc of ita

Qe That paxt I thorcughly nsrce withe

Ay Thich part do you wish to deleto?

CAANISSIONER MILES: And whye.

MRo FAMARISSt I wish to doleto the followings MNothing contained in this order

sholl apply" and dolote the words "o tonk bottoms used on the loaso from which

the tank bobboms accurmlated or®s The deletion is as followss ™bo tank bottoms

used on the loase from which the tank bottoms accumlated or ™ Just thosc wordse

Thoy are the cxacht docletions in my requost.

TEE WITIESS: Would you mind roading out-~rcading it after you got through with

sll this delotion busindss? I con* writc as ra apidly as this gon'blomer hero.

MR, FAMARISSs Yos, siry Nothing contained in this Ordor shall apply to tho treabe

ing of tank bottoms on the lease by the producer or operobtor whaere the merchantable

0il rceoverod thorcfrom is disposed of through a duly a uthorized transporter as

shown on Farmz C~110 f£iled with the Commissions”

Ae You Imow I can* keep up with this gentlemen in teking this thing dewn., If you

wouldn® mind goine a 1i++le bit dovcr,

MR, FAMARISS: All right, "thh:mg contaired in this Order shall apply to the

treoting of tonk bolttoms on the lease by the producer or operator where the mer-

chantable 0il recovered therefrom is disposed of through a duly euthorized trans-

porter es shown on Form C=110 filed with the Commission,®™ If the Commission please,

that request is made with the follarving thoughte It would seem that a producer

could have the right 46 clean a tank bottom into a pit, which would constitute its

remeining on the lease, and destroy that tank botbome Amnd by the inference contaipm

ed in the words which I requestzd be deleted, he therefore would come under no

provisions of this ordere Ie vwiould not have to file a'tanlk eleaning report. He

would have no allowable charge backe So, in deduction, it would round itself out.

4o moan that if a producer-eocf which there are some=-wishog to market his emulsions

through a reclamation plant, then ho must fill out under oath a tank cleaning ordere
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He must go through a very clabdrate test of that omulsion by virtuo of A.P.le

Code 25, Section 5~~by the way, a minimum mumber of turms of the contrifuge maching
3s 9,000w-and then it is to bo charged back against his allovablce I can only
coastrue this to moan that in order to do buriness with a ro¢lemation plant, the
operator mst thoroforo suffer oxponse end ponalty, Whoroby, viere thosc words
which I roquestcd doloted, thore srould bo no onc oxempt from filing a tank clean=
ing report if ho had a tank to clcan, and tho merchantable o0il thorefrom returned
by tho A,Pele test would bo charged back against his allowable from the producing
unit from which the accuwmilation camoes In othor words, in my opinion it is an
instance to ovadoe any jurisdiction of tho ordor in that speeific instances I have
no quarter to ask at all in the producer being able to treat his own bottoms. I
think that is just good 0il businesse I would lilke also to have clarified this
nmatter of the shake~out test,

CQIMISSIOIER MIOES: The matter of what?

I'Re FAMARISS: Shelmeout tests Rule 1, Section b, where it states that the emlw=
sicn shall be subjoet to the centrifuge test as provided under A.P.Ie Code 25,
Section 54 Could someone explain to me what would constitute the meréhantable o0il?
Shall it be that mass above the woter ling, or shell it bo dhob £Iuid oil above the
solid 1ine? The reason I ask that is, in a shelp-put tost-~in a shako-out of a
tank bottom there is a vory substantial section of solids sbove your watere And
my interpretstion is that the orude oil lies aobove those solidse I would like to
have that elarified by someone capoble of answering it.

COMMISS IONER LIIIESs Anyone carc to clarify the paragraph? :

THE WIT NBSSs When you heat that oil to 120 degress as provided here, won't most
of those solids that are-ethat may be considered as nerchanteble hydrocarbons, wondh
they go into solution then? -

MR. FAMARISS: No, Mrs Dewey, the tank bobtoms which we arc marketing anttain
fluidity somewherse above 150 degress, In other words, at 120 degrees you will have
2 solid mess abow your wabter line,

MR. DUNLAVEYg lire Dunlavey of Skslly 0Oils Wheré aro you gotting these 150 degrees?
MR, FAMARISS: I have not socurod, nor solicited, or processod in any manner or’
obtained a production tank bottoms The order as submitted covered the producer,
snd inasmich as there has never been any specific clear method of obtaining a pro=
duction tanl: bottom, we have never handled ons.

MR, DUNLAVEY: Hoaw many shake=outs have you taken on a producing property from ths
tims you have been in business? Not very many on a producing property.

MRe FAMARISS: I have taken several shalke~outs on tank bottoms.

K¥Re DUNLAVEY: ‘lheat was the temperature of the o0il?

MR+ FAMARISS: Everything from cold to 180 degresse

MRe DUNLAVEY: 180 degress?

MR, FAMARISS: 180 degresse

¥R, DUNMLAVEY:s Uhat do you take a shake-out in?

¥MR. FAMARISSt In o centrifuge machine.

LRe DUNLAVEY: Under what conditions?

1Re FAMARISS: IHow do you mean?

MR, DUNLAVEY: You develop a heat of 180 Adegrecs,

XRe TAMARISS: Yo don' hezt.

MRe DUMLAVEY: In“hol waber?

MR, FAMARISSs Mo, steams Subjeot your centrifuge to the steam, Subject your
mass before you pour it in to steame

MR, DUNLAVEY: 4nd you come up with?

MR, F/EARISSs That depernds upon what we were samplings If sampling an unclean
bottom, we mdght come up with sizxbty per cert water, thirty per cent of a parafine -
netured thick mass, and ten per cent of whot could be construed to be oil,

MR, DUILLVEY: I sees If it please the Cormissiones About eighty-five per cent of
the operators have asked and petitioned the Commission that this proposed order be
adopteds I would lils to ask Mre Famariss if he is an oil producer in Lea County?
MRe FIMARRISS No, I am not,

¥Re DUNLLVEY: Thank youe
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I'Re IBLLY: I am an independents I would like Ilfre Famerris to clorify a statoment
he just medee I didntt sit in on the Lea Coumby Operutors Committee order, BEut
1, Famerlss has statod that om producer con clean his own tank bottoms, cire
culate that good 0il back into other tants and sell to 2 pipe line, or he can

hire a service compeny to do that job for hime

MRo FAMARISS: Suree.

MRs KBLLY: that 1f a producer docsn?t want to deo either?

MRe FAIARISSs Tthat do you mean?

¥Re KELLYs TWill you drive your service cutfit 150 miles to service a tank bottom?
MR. FALIARRIS: Yes, if thore be sufficient cil,

MR. KELLYs In other words, you ure stating that the independent opsrator has to
hire at a hirh foe sorecone t¢ servico his oil that would not bae worth the serwdas
his oil thet-wonld not -be-mwerdhr4the service charge?

YR. FALLARRIS: Mo,

MRe KBLLY: You state o producer that does not wish towesurpose a man with o
one-<woll leases The woy he cleans his tank is get his run the best he can and drag
the residw out on the ground,s Ho con?t do that you think?

MR, FAMARISS: If that wus the inference that was mnde it wos certainly unintenw
tionales If thero is an =llowable chargo back=ewthot by virtue of its going into a
reclametion markete= the charge back is established by any other disposition
sgreement, including the district, is not ¢charged back ocgainst the operator.

MR, KELLY: In ordor to further clarify it, would you nlcase rocad through it again?
MRo FIARISS: YOS, sir,

COMMISSIONER MILES: I think if you will just strike out the itords he wants deleted
you can reod it,

¥Re KELLY: All rig.h.'b, sir.

MRe MORRELL: I would like to 1ntoracct thoughte Theat tho suggestion that Mre
Fomarris has mado for deletion is rathor acadomic inasmuch as overy lease oporator
has that right under his locse instrumont %o use oil produccd on the property on
the leassholde And that is 2all that phrose moanse As I would take it, the primary
purpose is thot thoro would Yo nothing under this preposed ordor to prevent an opers
sbtor from doing vhat ho could do toc take o tonk bobbom and mat it on tho leaseholde
MR, FAMARISS: But thon if there is o tonk cleaning order=e-do you beliove that
there should bo exceptions to tho tank cleaning ordor?
MRe MORRELLs It wouldnt't meke any differcnce whother it is in the ordor or not.
Actually this is for trensporting and rcclamation, and if you use it on a leaso=
held, you arc not doing anything that comes under this ordera

IRe KELLY: Would you answor this? If tho tank bottom goes into a reclamation
market, a tank eleaning pcimit must bo secured, but if anyonc elso=ebut if anye
thing else is dore with it, it is not nocossary te socuwre onc, and there 1s no
allowable choxrge backe

MR, MORRELL: I think you have a point theree And right along that 1line, I want
to suggest sémething that may answer Mre Famariss? proposal, We havé a reference
under rule 2, (d) to the treating of tenk bottomé on the leases Now, that is the
only referenge that I £find, by quick observation, throughout the whole order to a
leases It ocourred to me-the thought I hed was to possibly include in the
reference clause in the third paragraph, "the follaowing rules and regulations are
hereby adoptéd to govern, regulate and coimbrol the cleaning of all tanks uscd in
the handling,’ roduction, ard/or moasuring, and sboring of crude oil in the State
of MNew bloxEco, Uic progescsing of tank bottoms, the construction anc‘ operatlon of
treabing plormts; and the picking up" and insert aftor Ypicking up® "lhie semoval
from the leasehold on which such oil was produced.”

VRe FAMARISS: Then whalt, Mre liorrell?

MR, LORRELL: The reclamation from the leasehold on which such oil is produced.
This would be an order suthorizing thot rcclomation from the Joasehold. I think
that would take oare of the poinmt that you have in mind,

MR, FAMLRISS: Really vhat I tried to brmg outew=I can?t say in so many v ordse
wes that in order to do business with the rcclamation plant, the operator suffers
o penalty, And that i8 the way I construcd thut to bee In cther words, the order
aepplic. vhen it hits o reclamabion plant, bubt whon not, it doesntte MNeturally,

(Po 3)




it goes back to the same argument I have put before the Commission for the last
yeer, thet no producer will sell me gonothing for twenty=fivwe cents a barrel that
h: can disneso of and drav two and a hall dollars from the well and morkets

i, KELLYs 1%, !lMorrell, hers, clears up the point I wrs bring upe That the
operstor have the full right to use his o0il eany way he wants to on tho lease.

URe FAMARISS: Ch, yess

Ve MORRELL: I would like %o ask ome further question.

Under this circumstance to which you refer, an operator could clean his own tanks
ard plece the merchantable oil in a pit and that pit oil could be transported to
this reclomation-...%

MR. FAMARISSs 1o, thot is covered in that orders He still has to have a charpe
backy whether picked up from tho tank or pits Vhat I -ras trying to got ot is
that there wos no tank cleaning order involved until it was brought to a reeola=
metion plant. ‘

iRe MCRRELL: VWhot did you say about putting morchantable oil inte a pit?

HMRe FAMARISSs I said a tank could be drawn off into a pit and burned and no chargo
bocke ’

HRe. lIORRELLt But should the producer choose to sell it into tho marlet, thon ho
hes te go through a tank eleaning pormit?

MRy FAMARISS: And AsPsIe tost of tho ermlsion and allavable charpge bnoke

MRe MCREELL: Or if removed fiom the loasehold$

MRs FAMIRISS: In other words, vhat I am trying to imply is that in order to do
business with a2 reclanation plant an intentional pennlty is assessed against

tho producer that would remove the producer from the narlot onbirelye If I am
wrong, 1 would be very happy to e advised of ite

MR, TEWEY: It is the purposc and intent on tho part of the operators in insorting
this requiremont thot operators malke application for disposal of tank bottoms off
tho leasce '

Yo have begn opercting in lea County since 1928, and up until the last slx months
ws have dena a nretbv rood job without reelamation plembs, and I don’t knav of
any waste oil thot hasn®t been taken care of by tho oporatorse ANd tho purposs
or intent of this order is that if the oporator wishes to dispose .of his oll that
he file and opplication and obbain o permit, and that is the guts of tho wholo ordors
COMISS IOER HIES: Have you any further statements, lire Famariss?

MRe FAMARISS: Yes, I have some I would like to make, please sirs Under Rule 2,
Section a in the fourth lines The word "bond™ that it be preceded by the word
"surety”e

COMMISSIONER MILESs What is thet again?

CAMISSIONER SPURRIER: X don'™ find thate

HRe IEWEY: AL thé foot of the poge in Section ce

HRe FAMARISS: No, it is in the second paragraph under Section a, the fourth lins
out towards the end. It says "approval of bond™. Insert the word "surety." It
is in section ce Tt was emitted in that other ons.

CMISSIONER HMIES: What is your coment?

MRe FALARISS: That that word "surety" be inserted preceding the word "bond™ to
further clarify it. This order os suggested, I believe in the test provision,
stated that a reolamation plent operator would have to come up once a year and
petition for a hearing and come before the Comission and go through the expenss
and procedure that originally included getting o permits I wuould lilic £ suggask
To the Camiissicn thot in lien of that thaet some provision for a remsal by cons
sent be placed in the ordere Amd as a suggestionw=this was very hurriediy written
and there may be a loophole in ite that the follaving words bo added to Nule 2,
Section a , fourth paragraph, "Rerewal of permit may be secured by consent of the
Comission for an additional period of one yeor without the necessity of additional
hearing or notice." '

MRe GRAHZ4M, By inspection and recammsndation? It occurred to me by inspection of
your plant and o recormendation by somebodys

MRe FAMARISS: That would be & good ideas By inspection of the operations In
other words, that the Cormission satisfy thenselves that the operation is legal
and properly operatcde I would like also to hawve a clarification for my bencfit
thet should the Commission adopbt this suggested order of tho operators, would it
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mean that my operabtions are permitted to go on for one yoar past the date of
aloption of the order? Should Noe 726, which is my permit to operste=~ it has no
tire lirdt in it. And hov would it be construed upon the adoption of this order?
CGDIISSIOER SPURRIERs Is there scvmeove from lea County Cperators that could
answer that question?

lRe DEWEY: I thirk i% would be a natter for the Commission to decides

MR, SETH: It probably would extend a yoare

COfIISSIONER SPURRIER: And while we are talking and getbing corments, how about
Hre Famariss? question that he just raisod on this fourth paragraphe ‘hat is
any operatorts corment on that? -

MR, IEVEY: o thought that this paragraph hes covered that situation, and that
the plant operator should some back once a year and renmew their pcrmite Give tho
Commission o chance to roview the mattor,

* CHIIISSIONER SPURRIER: By what spocific methed, Mr. Dewey?

Opon heoring before the Commission or inspoction of his plant by som omployee of
the Cormission or somo othor means?
MRe DEVEY: 1lell, thot is left to the discretion of the Commissions How thoy

“wwould care to handle thot,.

MRe FAMARISS: Then the opinion scoms to be that the order as existinge72Ge-would
contimw for ono yeor past the date of odoption of this order.

MRe SETH: Isntt that subject to the third perograph?

MRe FAMARISS: That is why I osked for an opinions

1MRe CARD:  Your prosent order would be subject to the hold orders as stated in
Section 2, e '
COMMISSIONER HIIESs Is this being discussed for the bonefit of the Commission,

or is it a private hearing? I am not gotting o word of ite

CQIMISSIONER SPURRIER: Are you gotting it, Gemo?

THE REP(RTERt Yese ’

MR. FAMARISS: Judge Seth, would you caro to discuss this?

MR, SETHs Iy opinion is that the mew order doesn® apply tc him until a year after
it is issved, He h=as a year after that time.

MRo, FAMARISS: I wanted that parts If those changes in the order suggestede
particularly the deletion and clarification of the method of renewal, whatever

it may bowein other words, clarify thate I would like to concedé my argument of a
no allowable charge backe I haven't changed my opinion about it, nor have I in
any mamer changed my thoughts as to what is right and wronge Iowever, this cone
troversy cantt go on forever, and if the Commission pleases, and it is agreeable to
fiake those changes which I have suggested, I would like the Commission to know
that the order is acceptable to me. ¥Without the revisions which I have suggested,
I have twro thoughtse One, the matter bo contimuede That covers them both anyways
COMMISSIONER MIIES: Lett!s go back to this "d™ under Rume 1, Was there ever any
conclugion with regard to whether these words should be deleted from the paragraphl
MR, SETH: I belleve they should be loft there, if the Commission pleasee Boceause

the oll can be used on the leases There is no question about that.

YRe SANDERSON: Engineer of production of the Gulf 0il Corporation, I think it iF
very important that statemant "a® he 1eft in 4hs ordure For the reason that we
would 1like the right to use the bottoms, what remains after the=-for the purpose

of use on the lense; for rocds, and any other purpose we see Tit to use it fore
CQIMISSIOER HIIES: That is the menner in whicly it has been handled prior to the
time of any orders The way you choose to do so nows Mr. Fanariss, what is your
objecticn to the words? ; -

LRe FALARISS: That in order to do business with the reclametion plant, the oper-
ator must f'ile a tank cleaning permite He rmst meke a very exacting shakeout of
his emulsion and he rust charge it baek sgainst ‘his allowables - Bub if ho déesntt do
business with the reclamation plont, then none of the provisions of the order apnlye
CMISSIONER HMILES: Any dispute on that matter? i
MR, SANDERSOH: DNore of the oil could be uscd without a permite I cantt understand
¥r. Famariss?® objectione It can®t be taleen avays And as kir. Morreli suggestod,
the basic lease has given you the right to use it for any purpose you want to use
it fore I con® eee hov there will be any waste or any chance of anyome marketing
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oil not accounced for,

MR, FAMARISS: If the basic lease gives the right to use the o0il for maintenance of
tho lease, why is it neoessary to further state it in this order?

MRe SANDBRSOKs This is simply for olarifications Because the lease is subject to
the orders of the Commission.

MRe MORRELLs In oonneotion with Mre Famariss! statement about the necessity of a
produosr, in order to do business with a reclamation plent, as compelled to get a
permit, I would like to add for nis information end the information of the operators
on publio lends that they will also havo to coms to us in addition to the State,

It is provided in the regulations that no oil should be taken off a lease without

an approved sales contract, diversion order, or other arrsngoment first approveds
And in that same paragraph it is set forth here for claerification purposes, similar
to tho menner in which it is included in thiis proposed order that all contracts for
the disposition of production on the leased land, except that portion used for pur~
posaes of production on the leased land, We have that samo type of provision in our
regulationse It is merely for olarification in this proposcd orderes I believeo=el
soe no ocbjection to it

MRe .FAMARISSs If there is nothing slse, I have ome mores piece of informations

MRe LOVERING: Shell 0il Companye Mre Fameriss stated thet it would be an impesition
on the operators to make out these permits, etc, and get rid of the o0il off the lease,
The operators together made up this resolution here and kncwing that it would cause
them additional peper work to handle their oil, and even knowing that, were unanimous
in their agreement in having this thing presented to the Commission as it ise It is
also inferred by Mre, FamAariss that since we are going to be penalized on that 1little
detail we should be penalized on ell tank cleaning operations which are normally
much greater than treated by aen assayere I don't think it is necessary, and I ree
cormend that paragraph (d) be left in,

MR, FAMARISS: I have this other informstion to place in the reoord,

COMMISSIONER MILES: Yese

MRe FAMARISS: In the hearing of the Commission in the Case 104 and 110, October 15, o
1947, the controversy of allowable charge back or no charge back was propounded at
quite soms length before the Cozmissione The Commission made the suggestion at that
time=+~I bhelieve if I am correct it came from Governor Mabryeethat a committee be
appointed of the industry to exemine the controversye 1included on that committes,
Mres Spurrier, was a pipeline company, & major oil company, & gesoline plant, an
independent opsrator, a refinery, the United Stetes Geological Survey, and Lea County
Operatorses That committee met on October 31 and transmitted to the Cormission on
November 3 a suggested ordere I don't believe that this has ever been made a matter
of a hearing record, snd for that reason I would like to present ite I think every=
body here is moquainted with the orderes I would like t7 present it and have it made
a part of this hearing, These are my originals from my filess ill you need these?
COMMISSIONER -SPURRIER:s No, we have copiese

MR, FAMARISS: That is all I haves

MR, SETH: If the Commission please, the proposed order that Mr, Famariss referred to
was never circuleted among the operatorse And we don't know whether or not the
ocommittes that prepared the proposed order were representatives of all the producers
invol ved==purchasers, producers, tank cleanerse The suggestion made by Mre Morrell
abuubL golng off the leassy We Worougnily approve Wiate To limit tho scopw ol e
order,

COMMISSIORER MILES: Anyone else have any statements regarding this matter?

MR, DEWEY: I discussed this matter of the amount of heat that should be applied in
e ocentrifuge test with our Chief Pipeline Guuger, and he expressed the opinion to

me that if you had to heat it much above 120 degrees you get a lot of material that
would settle out as soon as the tamperature was reduced, That is, the lighter oil=
elements of the o0il were driven off by the heat and just the heavier hydrocarbons

- were left, and that from the rpipeline standpoint they were not interested in having

somsbody try to sell them some oil that had been subject to too much heate It hed
been their experience where they had taken oil of that nature that as soon as the oil
hed cooled down that it settled out in the first tenk along the pipeline system, and
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* you see there is no economio wvalue in handling that crude o0il,

they rad peid for something that they would have to=--that thoy couldn't get dovn to
the refinerye And it would tend to fill up their tenks and cost thom money to dispose
ofa So, I don't know whether that is permisseble evidence or not in this hearing, I
have no experisnce myself about the mattere It is just the opinion he expressed to
me about it,

MRe FAMARISS: You say the o0il thew ubave tho solid mess would be considered merchante
able 0il? '

MRe DEWEY: I would think that is the oasce But as I say, I have no experience oute=
side of his statement to me to jusiifyy ite

MRe FAMARTSSs I would like to meke a statement that we in processing tank bottoms
that we soll no pipeline oiles Tank bottoms ere not sold for crude oile They are sold
and shipped in tank cars to chemical compenies for the recovery of vwexese Notbt one
barrel of tank bottoms we hawve produced ever entered tho orude oil marketes The price
is higher for wax purposess.

COMMISSIONER SPURRIER: What do you do with the crude oil after treating it

[Re FAMARISS: Our operation is the dehydration and the clesring up of sediment, anc
then shipping the entire mass, which includes the wax snd pipeline oile And our
experience is that that o0il is somewhere between 10 and 20 per conts We can't get it
oute If we had a cracking unit we could.s But there is no practisal way to do it in
the fielde It goes to Kansas from Hobbs on our operation at the present times. The
freight rates on that 0il into Kansas run somewhere in the neighborhood of $1427 and
they receive on the Kansas market after distillation of the crude (1475 for ite So,

COMMISSIONER SPURRIER: There 1s some in it, but you include it with your shipment?

MR. FAMARISS: Yes, but it is impossible to get it out,

MR, DUNLAVEY: Are you talking about pipeline tank bottoms?
Ae Yos,

MRe DUNLAVEY: You are not talking about stock tank bottoms?
MR FAMARISS: Yase

MR, DUNLAVEY: You should clarify yourself,

MR. FAMARTSS: T did, I said Uial my statsusul was fof the information of the Come
mission and the operators on our present tank bottom operationse And we take no pro=
ducing tank bottams at alle v |
COMMISSIONER MILESs Anyone olse wish to be heerd on this matbter? Any other business
before this Commission? \

COMISSIONER SFURRIERs May I ask a question before the case is olosed? MNre Dewey,

in conneotion what you saide. When is the classification of your oil taken?

MR« DEWEY: They go right to the lease stock tankse The pipeline gauger doess
OOMMISSIONER SPURRIER: And all oil is bought on a classification basis?

MR, DEWEY: That is right,

COMMISSIONER SPURRIER: I might add something to the recordesssI must add something

to the record, W, Ce Garand, attorney for Hardin-Houston, eddressed a letter to the
Commzission regarding this case, and he stated that Hardin=Houston had no objection to
the order proposed by Lea County Operatorss Vhile I don't have the letbter right her:,
we wil l make that a part of this recorde

COMI{ISSIONER MILES: I assume there is no objection from the operators to that?

MRe DEWEY: I have no objeotione

COMMISSIONER MILES: Any other business? Mre Morrell wanted to make a statement,

I believea.

MR, GRAHAM; It was on a.previous casce

MRe MoCORMICK: It was in 152 that lire Morroll wanted to make a statament,

COMMISSIONER SPURRIER: Mre Morrell, before you start, do you wont this for the record?
MRe MORRELL: That would be as the Commission pleasaese They moy enter it if they so
-desire for consideratione This would be a2n extension of my ramakrs under Case Noe

152 on the application of Grayburge Based samewhat on the request made by Judge

Seth for further consideration by the Lea County Operatorse This morning I mentioned
a distinetion between vlant ocooperative unit operations as contrasted with those of

an operator solely operating on his own lease, Reviewing the history of a cooperative
unit agreement as affecting the Federal lands, which the Grayburg applicaticn does,
the department does not approve any unit or cooperative agreement of producing prow-
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pertios unloss some action is taken over and above normal operaticnss By that I
mean & sgcondary recovery projecte That is the basis on which the Grayburg ocoopera=-
tivo and unit agreement was approved by tho Department of the Interiore They agroed
to a single operator for the unit area and to install a plent %o inject gas, which
they havo done in sprroximately nine difforent wells, and at the present time are
injecting into five, The matter of unitizing 40 acres in conneotion with the drille
ing of unorthodox wells has now boen beforo the Commission for zeveral yoarse We
have several in the Grayburg ond Square Lake pools in which a third woll is drilled
on 80 acres and those two 40's are communitizede The BOeaorc unit is'to roeceivo noro
than twice the top unit allowable to be distributed among the three weolls, as the
oporator sees fite We have others in tho east end of the lialjomar ficld involving
160=acre troctse So, the basic primeiple of unitizing for proration purpusos is
approved, but in all cases still limiting those units, whatevor theoir size, to tho
top unit allowable per 40 timos the dowvelopod 40 ncrese I have obsorved for a number
of ycars a situation under our present proration plen of ths Commission that as wo
approach stripper conditions in tho oldor arocas, that production on some leeses is
actually dono on & lease basis by virtue of the colleoting of o0il from threo or four
or mors wells into a single tenk battorye Theo effect boing thet tho notual emount of
0il from each individuzl well is not mede of record, Well, that situstion hasg made
it wvery unfortunate and undesirable for record purposes in commection with secondary
recovery situationse The operators found that to be true in the laljamer, in the
Vacuum studiess In connection with the studies of a proposed seoondary recovery in
the north end of the Langlie=iiattix pocle It seems to me that if this basioc lease
alloweble for a stripper produotion could be actually set forth by the Commission,

we may be able to have official records in ths State shown in such a manner thet

the engineering data is awvailable for secondary study purposese That particular
statement goes beyond the intent and purpese of this particular oasees That is merely
made for information purposeses In the instant ocase of the Grayburg, they have an
approved egreemente They have a plan for the drilling of 28 wellse If we ocan get
addi tional exponditure of capital for the recovery of £il. I Hiiik we should encoure
85C ive Tiiw only objeotion that I could sec~-rather, the point that the Lea County
Operators would be interested ineewould be how they would be adversely affooted by
an order on the Grayburge And so long as the Grayburg order is limited, not in exXou:e:
of a top allowable, the Lea County Operators would not be adversely affeoted any more
than thoy had been in the past when all wells were o one well to a 40 and were top
allowable wellse They will endeavor to kesp the total production up to top pro=-
duction by virtue of the additional wellse I would suggest that you encourage the
additional drilling of fiveespot wells on unorthodox locations, as they may be called,
in Lea County, might be considered on a somewhat similar basis, otherwise we will
not obtain all the oil that could be otherwise recoverede I believe that I have
nothing furthere I believe that is about the sum and substence of the thoughts I
havee Thers may be some questionse If the Lea County Operators have any at the
present time I would be glad to endeavor to add to ite

CMMISSIONER MILES: Anyone wish to ask Mr, Morrell any questions relative to the
matter?

MRe IOVERINGs Whet becomes the limiting factor in the number of unorthodox wells on
any particular sized unit? As you say, we admit that every well you get down might
got another barrel of oil, but where is the limiting factor?

MRe. MORRELLs Vou moon as W the total number of wolls to bs drilled?

MR, IOVERING: What would keep you from having three or four unorthodox wells on one
40 for that matter? »

MR, MORRELL:y 1I dontt see any limiting factor except the economiocs involvode

1iR. IOVERINGs Who would determine that?

iRe MORRELL: The operatore Fo~ instance, we have right now in the Russell pool=e
20=28=-five wells to the 40e We are using one 40 acre unit alloweble for the five
wellse If we hove a basic leese with eleven productive 40=-acre Braots, we would have
11 times 40 barrels for the basic lease allowsblee That is the most thet that lease
might be produceds It would not make sny difference it scems to me to the Lea County
Operators vwhether it wes produced out of 11 wells or 44 wellss
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e LOVERL¥:: 1% might make somo difforenco to ono party vho shows and tninks it is
more eoonomical to produce with a dozen wells than twenty=fours Ho might havs to
drill and produce fram cach of these offsot operators, put in all thoso unorthodox
lozationse

MR. MORRELL: We have that exact prooedurs in effect in the Fren pool in 7«31, Max
Friess came to us several years age and said to us in his opinion he could drill two

wells to the 40 in the seven Rivers paye. In order to work out & well=spacing pattern
s0 that it would be in & universal mannery and that is one of the things that shoul”

be done and considered in any of these type of well spacingseeve called a meeting o.
the operators--Danciger, Skelly, Fren, and one or two individualse We worked out
and approved two wells to the 40 to the Soven Rivers paye With that approved, we
set up also a wellwspacing pattern for Skelly and Denciger on adjoining leases, They
did not desire to drill two to a 404 At that time they considered it uneconomice
Qur approwval was given to Fren 0il Coe with the understanding that it did not ro=
quire an offset to the second well by the adjoining operatorse Thoy would have the
same privilego and same right to follow tho samo spacing pattern, but it was left to
theme Thecy havo since followed it and are drilling 20=acre wollse Dancigor ish ..
OOMMISSIONER MILES: Gentlemen, I am sure that this is a matter of great interost to
all, but as far as what it will accomplish here at this time, I con't sece I think
it should be called at a meeting of the oporators and discussod at some future time,
MRe MORRELL: The only reason I mantion it here at the time is you might want to

hear ite

MR, (OCHRAN: The Grayburg has outlined a specific programe This thought has occur=
rod to mee As Mroe Morrell has seid, in some instanoces thore have been 4 wells drilled
on a 40~acre tract, In many instances, 5 wells on a 160 acre tractes In the propvosed

drilling of the Grayburg wells, this situation may occurs That on 160=-acre tracts
there may be four wells of which three wells are top allowable wells, And the fourth

well doesn't gquite make top allowables And in this spacing paittern, I believe the

fivewspets are located about 25 fceet south and 25 feet east of the center of the 160,

Welly, undoubtedly the Grayburg, ii it happened that the second well om a 40 feli on &

40 that theore was a well that would meke top allowable, then they would have to como

in im order to produce top allowable from 4 wells out of 5 wells, and either ask that

that location be moved 50 feet to the 40=mcre tract wherc thoro was a well that didntt
quite makxe allowable, or they would have to go through this cooperative unit and file
with the Commission and ask permission to unitize each 160w~acre tracte So that they
coulal produce the allowable for four wells out of five wellss If they are not pere
mitt ed to do it on & lease basis, then that can destroy to o certain extent the
spaceing pattern and some of the wells may have to be changede

COIATISSIONER MILES: Anything else?

MRe COCHRAN: One more thinge On using 160=-acre unitse That would meen that every
other five~spot would have to be eliminated because there would be a five=spot in
betwesne
COMMISSIONER MILES: I lost the first part of that statemente
MR, COCHRAN: I say if it is necessary in order to produce this allowable from 160
from 5 wells, then ever  other five~spot location would be affeoted in that thers
will be & five=spot betwsen the north row of wells on a 160, and the South row of
mells on the adjoining 160, So a number of those mizht have to be climinatedes
COMMLSSIONER MILES: Does muyuns olss Lave a statoment to meke? If not, the Come=
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I HEREBY CERTIFY that the foregoing transcript of the afternoon proceedings be=
fore the 0il Conservation Cormission of the State of New liexico in Santa Fe on_July
29, 1948, is a true record of such proceedings to the best of my lknowledge, skill amd
ability. M .

I FURTHER CERTIFY thet I am the Official Reporter for the United States District
Court for the Distriot of New liexiocoe

DATED at Santa Fe August 9, 1948,

LEA ODUNTY OPERATORS COMAXITTEFR, HOBBS, telle Ee Ee Greeson
AUGUST 13, 1948 COTRT TER
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BEFCRE TIE CIL CONSERVATION COMMISSICN
CF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED BY .
THE NEW MEXICO CIL CONSERVATION COMMISSION T
FOR THE PURPOSE OF CONSIDERINGs

CASE NC. 156
CRDEK NO. 784

THE APPLICATION OF THE OIL CCNSERVATION
COMMISSION UPON ITS OWN MOTION FOR AN

ORDER GOVERNING GAS OIL RATICS FOR LEA, '
EDDY AND CHAVES COUNTIES.

ORDER CF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 10:00 A.Ms on July 29, 1948 at Santa
Fe, New MMexico, before the 0il Conservation Commission of New Mexico herein-
after referred to as the "Commissionh,.

NOW, on this 10th day of September 1948, the Commission having before
it for consideration the testimony adduced at the hearing of said case and
being fully adviged in the premises;

FINDS:
l. That the Commission has jurisdiction in the matter.

2+ That the order herein is reasonable and necessary in the material

curtailment of avoidable underground and surface forms of waste affording
the ommer of each property in a pool in the respective counties, the oppor-~
tunity to produce his just and equitable share of the oil and gas by using
his Just and equitable share of the reservoir energy of the pool within the
meaning of the gas and oil conservation law in Chapter 72, Laws of New
fiexico, 1935, taking into consideration all pertinent factors applicable to
the various fields; such as age, state of depletion; character of producing
formations, water and gas drive, application of gas to beneficial use, and

the returning of gas to the formations for storage, repressuring and pressure

maintenance projects,
IT IS THEREFORE ORDERED:
That the Order herein amemn Order Kc. 712 shall be applicable to

the pools in Lea, Eddy and Chaves-Counties, New Mexico and shall be known
as the:

LEA-EDDY-CHAVES CQUNTIES NEW MEXICO GAS=CIL RATIO ORDER
(AS AMENDED SEPTEMBER 10, 1948)

le (a) The proration wnit shall be the unit of proration as defined
by the State-wide Proration QOrder (with deep=pool adaptation).

(b‘ LY m::'r'mnn‘l it ise for nnrﬂc 1.".3.".’1:‘.; fete) SPC::.&:- prsrat‘_v“ .l"-'-"-“,

a proratlon unit that will not produce the top unit allowable as in the
State-wide Proration Order (with deep-pool adaptation); and for pools having
such plans, a proration unit that will not produce the acreage factor allow-
able thereunder-both during the Gas-0il Ratio Test.

(¢) A non-marginal unit is; for pools having no special proration
plans, a proration unit that will produce the top unit allowable as in the
State-wide Proration Order (with deep-pool adaptation); and for pools having

such plans, a proration unit that will produce the acreage factor allowable - !

both during the Gas-=0il Ratio Test.




(d) The top unit allowable shall be as in the State-wide Proration
Crder (with deep pool adaptation).

(e) The gas-oil ratio of a proration unit shall be the total net for-
mation gas produced with the oil from such unit divided by the total net
barrels of o0il so produced during the Gas~0il Ratio Test.

(f) The limiting gas-oil ratios for the various pools shall be as in
Section 2 hereinbelow.

(g) A high gas~oil ratio unit shall be a proration unit that exceeds
the limiting gas—0il ratio prescribed for the pool in which such unit is
located,

(h) A low gas-o0il ratio unit shall be a proration unit that dces not
exceed the limiting gas-o0il ratio prescribed for the pool in which it is
located.

(1) The gas=o0il ratio adjustment shall be as in Section 3 herein-
below.

(3) The unadjusted allowable shall be the allowable a proration unit
would receive before the gas-oil ratio adjustment is applied.

(k) The adjusted allowable shall be the allowabl= a proration unit
receives after the gas-oil ratio adjustment is applied.

(1) The Official Gas-~0il Ratioc Test applicable shall be such Test
designated by the Commission, made by such method and means, in such manner,
and at such periods as the Commission in its discretion may prescribe from
time to time. That a definite schedule be worked out by the Commission for
conducting and submitting such tests of wells in each pool within the coun-
ties aforesaid and the making and the filing with the Commission the report
of such official gas=oil ratic tcsis shall be construed a part of such testse
The Commission will drop from the proration schedule any proration unit for
fallure to make such test as hereinabove described until such time as a sat-
isfactory test hag been made or full or proper explanation given.

2+ (a) The limiting gas=oil ratios in cubic feet per barrel for the
following pools shall be to wit:

POOL GAS OIL RATIO LIMIT COUNTY
Anderson 2000 Eddy
Arrowhead 3500 Lea
Artesia 2000 Eddy
Atoka 2000 Eddy
Barber 2000 Fddy
Berson 2000 Eddy
Blipebry 2000 Lea
Brunson 2000 Lea
Burton 2000 Eddy
Caprock 2000 Chaves & Lea
Cass 2000 lea
Comanche 2000 Chaves
Corbin 2000 Lea
Culwin 2000 Eddy
Dauvgharty 2000 Eddy
Dayton 2000 Eddy
Dayton, East 2000 Eddy
Drinkard 2000 Lea
Dublin 2000 Lea
Eaves 2000 Lea
Eighty=four Draw 2000 Lea
Empire 2000 Fddy
Zunice=ijonument g

Eunice portion 6000 Lea

Monument 3000 Lea

Eunice, West 2000 Lea
-2 -




PCOL GAS OIL RATIC LIMIT COUNTY
Fenton 2000 Eddy
Forrest 2000 Eddy
Fren 2000 Eddy
Getty 2000 Eddy
Grayburg-Jackson 4000 Eddy
Halfway 2000 Lea
Harrison 2000 Lea !
Henshaw 2000 Eddy
High-Lonesome 2000 Eddy
High-Lonesome Scuth 2000 Eddy ;
Hobbs : 3500 Lea :
Jones 2000 Tea
Lea 2000 Lea '
Leo 2000 Eddy
Loco Hills 3000 Eddy :
Lovington 2000 Lea ‘
Lovington, West 2000 Lea i
Lusk, East 2000 Lea i
Lusk 2000 Eddy & Lea
Lusk, West 2000 Eddy ;
Lynch 2000 Lea
Lynch, North 2000 Lea
Mal jamar 3000 Eddy & Lea i
Maljamar, North 2000 Lea ;
Mal jamar, South 2000 Lea :
McMillan 2000 Eddy
Paddock 2000 Lea
PCA 2000 Bddy
Pearsall 2000 Lea
Premier 2000 Eddy
Red Lake 2000 Eddy
Roberts 2000 Lea
Roberts, West 2000 lea
Robinson 2000 FEddy & lea PR
Russell 2000 Eddy
Salt Lake 2000 Lea
San Simon 2000 lea
Shugart 2000 Eddy
Shugart, North 2000 Eddy ;
Skaggs 2000 Lea
Square Lake 2000 Eddy
Tonto 2000 Lea
Turkey Track 2000 Eddy
Young 2000 Lea
Vacuum 2500 T.ea
Watkins 2000 Lea
Weir 2000 Lea
New & undesignated pools 2000
(b) No limiting gas-oil ratio shall be applied in Hardy, Penrose-
Skelly, Langlie-Mattix, Rhodes 0il Pool, Cooper=Jal, and South Eunice pools
in Lea County, (see order 633) and Scanlon in Eddy County, now primarily
gas reservoirs. Provided that the o3l preduecd with the gas shall uob Le i
in excess of the current top unit allowable; and provided further that the i
gas produced from said pools shall be put to beneficial use so as not to
constitute waste, except as to proration units in said pools for which there
are not facilities for the marketing or application to bemneficial use of
the gas produced therefrome As to such proration units the limiting gas-oil
ratio in effect immediately prior to the effective date of the order herein

shall apply. As to said pools, gas—oil ratio tests shall be required only i
when the Commission within its discretion may from time to time indicate. !

3. The system of gas—oil ratio control shall be that of volumetric
control, whereby the current oil allowable for a proration unit, under the
provisions of the State-wide Proration Order (with deep—pcol adaptation),
is adjusted by reason of exceeding the corresponding limiting ratio herein-
above describeu, in accordance with the following formulas
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{(a) Any proration unit which, on the basis on the labtest official
«as 0il ratio test has a pas oil ratio in excess of the limitings gas oil
ratio for the pool in which it is located shall be permitted to produce
daily that number of barrels of oil which shall be determined by multiplying
the current top unit allowable by a fraction, the numerator of which fraction
shall be the limiting gas oil ratio for the pool and the denominator of which
fraction shall be the gas oil ratio of said proration unit as determined by
the latest official gas oil ratio test.

(b) "Any unit containing a well or wells producing from a reservoir
which contains both oll and gas shall be permitted to produce only that vol-
ume of gas equivalent to the applicable limiting gas=oil ratic multiplied
by the top unit o1l allowable (deep pocl adaptation) currently assigned to
the pool, to be effective in all pools in New Mexico where Lhe gas—oil ratio
1s limited by Commission Order. Thils will place all producing wells, whether
oil or gas, in these pools on the proration schedule.n

(c) A marginal unit shall be permitted to produce the same total

volume of gas which it would be permitted to produce if it were a non-marginal

unite.

(d) From the pool allocation shall be deducted the amount of oil
allocated to marginal units and high gas—-0il ratio units, then the remaining
¢il shall be distributed to the low gas-0il ratio units, within the same pool
in accordance with the pool proration plane.

(e) All gas produced with the current oil allowable determined in
accordance with this order shall be deemed to have been lawfully produced.

4e No proration units within a repressuring or pressure maintenance
project area, where 65% available residue of the total gas withdrawal is
returned to the formation shall be affected by the limiting ratios of this
order. Such areas shall be those set out by the Commission by Order upon
hearing as provided by law.

5. All proration units to which gas-0il ratio adj..uments are applied
shall be so indicated in the Proration Schedule with adjusted allowables

stated,

6. The order herein supersedes Crders 237,250,545,650 and '/12.
This order shall become effective on the first day of the proration
© month next succeeding the month in which said Order is adopted.

7. That jurisdiction cf this case is hereby retained by the Commission
. to approve schedules of time and manner of taking and reporting gas oil ratios
! for wells in the separate pools of Lea,Eddy, and Chaves Counties and for other
" purposes connected therewith.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. '

OIL CONSERVATION COMIISSION

- CHATRIAN A
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