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CASE 2984: Application of

PURE OIL COMPANY & CONTINENTAL
CARBON CO. to utilize natural gas.




CL A/ A

" ncr
_PE e

AHRY
PYPP/"C;HL:'ON}
“[raNsCripTs,
g/‘r’?/}/./ Fy h: bits

ETc. -




lllllllIlIIIIII-I----II-I”'

! BEFORE THR OIL CONSERVATION COMMISSION
i OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
W\.ALT.RD RV mHF‘ (\T: MO ESIIRT T

NS LIAVAL &.VL‘

L COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
rf

g CASE No. 294

| Order No. R-2655

% ;
| APPLICATION OF THE PURE OIL COMPANY %
,gmm CONTINENTAL CARBON COMPANY TO ‘
|UTILIZE NATURAL GAS IN A CARBON
|BLACK PLANT, LEA COUNTY, NEW MEXICO.

l
; ORDER OF THE COMMISSION

i

BY THE COMMISSIONS

ﬁ This cause came on for hearing at 9 otclock a.m. on A
uEebruary 5, 1964, at santa Fe, Naw Mexico, beafore Daniel 3. !
Ilmter' and a\o s O'ClOCk a.m., on Febmry 19' 1964‘ at (
| Santa Fe, New Maxico, bafore Examiner Elvis A. UGtz.
ﬂ NOW, on this 4th day of March, 1964, the Commission. :
2a quorum being present, having considered the testimony, the ?

,:ecord and the recommendations of the Examiner, and being
qully advised in the premises,

'

A:i FINDS: :’
i (1) That due public notice having been given as required by
iilaw, the Commission bas jurisdiction of this cause and the sunject
"matier thereof.

{2) That the applicants, The Pure 0il Company and continenﬁal
H"a:hon Ccompany, seek an order authorizing the utilization of apprdx—
dimately 7 million cubic feot of gas pexr day in the Continental !

Carbon Company Carbon Black Plant near Eunice, New Mexico, sald gas
>to be produced from The Pure 0il Company Wilson Deep Unit well i
' No. 1, completed in the Morrow zcne of the Pennsylvanian formatiod
iand located in the SB/4 NW/4 of Section 13, Township 21 south,
FRange 34 East, NMPM, Lea County, New Mexico.

% (3) That the aforesaid carbon black plant since its
istruction hias boen Operating on casinghezd gas gathered from
s

:xous ieases in the vicinity thereof.

(4) That all casinghead gas produced within the immediate
vicinity of said carboa black plant'e gatheringy system which can
+‘be connected economically to said system is belng gathered; that

ﬁn—‘- 4 on ~omdn

Contincntal Carbon Company expressed the intent to continue to
utilize all available casinghead gas in 1ts plant as long as
it is economically feasible to do so.
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(5) That the production decline curves f£or many of the :
leases to which the carbon black plant is connected indicate that’
" the quantity of available gas will diminish sharply within the
;ﬁnext few years, making another source of gas necessary if the
- plant is to continue in operation.

3 (6) That the burning of gas produced irom the Morrow zone
- of the Pennsylvanian formation by The pure Oil Company Wilson

. Deep Unit Well No. 1 for the mapufacture of carbon black is a

. beneficial uge of said gas and should be permittoed.

IT IS5 THEREFORE ORDEREDS

. (1) That The Pure 0il Company is hereby authorized to
- produce and Continental Carbon Company iz hereby authorized to
rutilize up to 7 million cubic feet of gas per day produced from
i the Morrow zone of the Pennsylvanian formation by The Pure 0il ;
i company Wilson Deep Unit Well No. 1, located in the SE/4 NW/4 of |
-;aection 13, Township 21 sSouth, Range 34 East, NMPN, Lea County,
. New Mexico, sald gas to be used in the manufacture of superior
' reinforcing furnmace black at Continental Caxbon Company's SRF
,(Plant neaz Eunice, New Mexico.

! {2) That the applicant, Continental Carbon Company, shall '
' continue to purchase casinghead gas from leases to which it is ;
! connected, or which from time to time may become available for

- connection, providing that the distance and quantity of gas

+ involved make the gathering of such gas economic.

{3) That jurisdiction of this cause 1s retained for the
[ entry of such further ordexs as the Commission may deem neces-

! saxy.

: DONE at santa Fe, New Mexico, on the day and year herein-
| above designated.

i 5. ATE OF NEW MEXICO
| O1L CONSERVATION COMMISSION

[z

A. L." PORTER, Jr., Mambor & secretary ﬁ




DOVIRNOR
JACK M. CAMPBELL
CHAIRMAN

Stxte of Netw Mexico

v oY Sy

LAND COMMISBIONER m

BYATE BIDLOSIST

L. B JOHNNY WALKER ,:.- A L PORTER, JR.
MEMBER BEORETARY - DIREDTOR
A O BOX B?1
BANTA FE
March 4, 1964
Mr. Richard 8. Morris Res Case ¥o. 2984
Seth, Montgomery, Pederici & Andrevs R-2655%
P. O. Box 2307 Order No.
Santa Fe, Mew Mexico Applicant:

The Pure 0il Company

Dear Sir:

Bnclosed herewith are two copies of the above-referenced
Commigssion order recently entered in the subject case.

Very truly yours,

DLz, ()

A. L. PORTER, Jr.
Secretary-Director

ix/
Carbon ocopy of order also sent to:

Artesia OCC
Astec OCC

OTHER : f




No. 4-64

-2~ Case 2980 continued from page 1

CASE 2981l:

CASE 2982:

CASE 29833

e

. CASE 2984:

CASE 2985:

North, Range 13 West, and authorizing the drilling of

a well for said unit at an unorthodox location 1625 feet
from the Souvth line and 1250 feet from the West line of
said Section 15, Town of Farmington, San Juan County,
New Mexico.

Application of Gulf Oil Corporation for a unit agreement,
Lea County, New Mexico. Applicant, in the above-styled
cause, sezks approval of the Northwest Eumont Uait Area
comprising 2,760 acres, more or less, of State and fee
lands in Township 19 South, Range 36 East, Lea County, New
Mexico.

Applicatior» of Gulf Oil Corporation for a waterflood project,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks authority to institute a waterflood project in
the Eumont Gas Pool by the injection of water into the Queen
formation through 15 wells in Sections 11, 14, 15, 22 and 23,
Township 19 South, Range 36 East, Lea County, New Mexico.

Application of The Pure 0il Company for » unit agreement,
Lea County, New Mexico. Applicant, iu the above-styled
cause, seeks approval of the Brinninst®ol Unit Area comprising
17,237 acres, more or less, of Federal and State lands in
Townships 23 and 24 South, Ranges 32 and 33 East, Lea County,
New Mexico. s R
LI
Avplication of The Pure 0il Company and Continental Carbon
Company to utilize natural gas in a carbon black plant, Lea
County, New Mexico. Applicants, in the above-styled cause,
seek authority to utilize approximately 7 MCF of Devonian
gas per day in the Continental Carbon Company carbon black
plant near Eunice, New Mexico, said gas to be produced from
The Pure Oil Company Wilson Deep Unit Well No. 1, located in
the SE/4 NW/4 of Section 13, Township 21 South, Range 34
Bast, Lea County, New Mexico.

Application of Shell 0il Company for a unit agreement, Lea
County, New mMexico. applicant, in the ahnve-stvled cause,
seeks approval of the Bootleg Ridge Unit Area comprising
10,818 acres,more or less, of State and Federal lands in
Townships 22 and 23 South, Ranges 32 and 33 East, Lea County,
New Mexico.
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e 2 cases will be heard before Daniel S. Nutter, Examiner, or
Elvis A. Utz, Alternate Examiner:

CASE 2976: Application of Midliand Production Corporation for

directional drilling, Lea ounty, New Mexico. Applicant,
in the above-styled cause, seeks authority to directionally
drill its Hill & Meeker Phillips Cryer Well No. 34-2 loca-
ted 2310 feet from the South and West lines of Section 34,
Township 10 South, Range 36 East, to bottom in the Devonian
formation 1980 feet from the North and West lines of said
Section 34, Lea County, New Mexico.

CASE 2977: Application of Cities Service 0il Company for a dual comple-

tion, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the dual completion
(conwventional) of its Brunson C Well No. 4, located in Unit
J of Section 3, Township 22 South, Range 37 East, Lea County,
New Mexico, o procduce oil from the Blinebry and Drinkard
Cil Paole through parallel strings c¢f 1 1/2 inch and 2 1/16
inch tubing, respesctively.

CASE 2978: Application of Union Oil Company of California for a water-
flnod expansion, Chaves (County, New Mexico., Applicant, in
the above-styled «auss, seeks authority to expand its South
Caprock Queen Huit Waterfiosod Projeck, Caprock Queen Pool,
Chaves Counity, New Mexico, by the conversicn of nine addi-
tional wells located in Sections 28, 29, and 33, Township
14 South, Range 31 East, and Sections 3 and 4, Township 15
South, Range 21 East, to water injection.

CASE 2979: Application of Pan American Petrcleum Corporation for salt
water disposal, Eddy Ccunty, New Mexico. Applicant, in the
above~styled cause, seeks authority to dispose of produced
salt water into the Abo formation through its U. S. A. Malco
Refinéries *G' Well No. 13, located 2302 feet from the South
line and 1650 feet from the West line of Section 10, Town-
ship 18 South, Range 27 East, Empire Abo Pool, Eddy County,
New Mexiao.

CASE 2980: Applicaticn of Picneer Production Corporation for forge-
pcoling ana an uncrinscdex location, San Juan County, New
Mexico. Applicant, in the above-styled cause, seeks an
order force-pooling all mineral interests in the Basin-
Dakota Pool underlying the W/2 of Sextion 15, Township 29




CASE 2986:

CASE 2387:

No. 4-64

Application of Shell 0Oil Company to establish a GOR limit,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks the establishment of a special gas-o0il ratio
limitation of 5,000 cubic feet of gas for each karrsl of oil
Produced in the Mesa-Queen Pool, Lea County, New Mexico.

Application of Shell 0il Company for a waterflood project,
Chaves County, New Mexico. Applicant,in the above-styled
cause, seeks authority to institute a pilot waterflood
project in the South Bitter Lake-San Andres Pool, by the
injection of water into the San Andres formation through
three wells at unorthodox locations in Sections 27 and 34,
Township 10 South, Range 25 East, Chaves County, New Mexico.

CASE 2480 (Reopened):

CASE 2988:

o9

In the matter of Case No. 2480 being reopened pursuanttto
the provisions of Order No. R-2182-A which continued for

a period of one year the temporary 80-acre proration units
established by Order No. R-2182, Henshaw-Wolfcamp Pool,
Eddy County, New Mexico. All interested parties may appear
and show cause why said pool should not be developed on
40-acre proration units.

In the matter of the hearing called by the 0il Conservation
Commission on its own motion to permit George E. Willett and
all other interested parties to appear and show cause why
the SDD Hare Well No. 7,located 600 feet from the South line
and 1360 feet from the Eagt line of Section 14, Township 29
North, Range 11l West, San Juan County, New Mexico, should
not be plugged in accordance with a Commission-approved
rlugging program.




OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

January 16, 1964

Seth, Montgomery, Federici & Andrews

Attorneys at Law DOCKET MnILED
?. 0. Box 828 _

Santa Fe, New Mexico o -/._, “2 Z,é/é

Attentions Mr. Richard S. Norris /L/
Gentlamaen:

We have your letter of January 13 and the Continental
Carbon Company letter of January 6 concerning the proposed
utilization of natural gas froo Pure Oil Company's Wilson
Deep Unit in Continental Carbon Company's carbon dblack
plant at Bunice, New Maxico.

Since the Commission would prefer to consider this
matter at a hearing, we have placed the case on the Febru-
ary 5, 1964, Examiner hearing docket. If this date is not
satisfactory, please adviss me at your earliest convenience.,

Very truly yours,

J. M. DURRETT, Jr.
Attorney

JMD/esx

ccs Continental Carbon Company
P. O. Drawer 22085
Houston 27, Texas




J.0.SETH (1883-1963) SETH, MONTGOMERY, FEDERIC! & ANDREWS
ATTORNEYS AND COUNSELORS AT LAW

A. K. MONTGOMERY
A0I DON GASPAR AVENUE

WM, FEDERICH
FRANX ANOREWS SANTA FE,INEW MERICO 37300
FRED C.HANNAHS

GEORGE A. GRAHAM, UR.
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. =-~' AREA CODE 8508
TELEPHONE 983-7318

RICHARD S. MORRIS

January 13, 19564

New Mexico 01l Conservetion Commission
Post Office Box 871
Santa Fe, New Mexico

Attention: Mr. James M. Durrett, Jr.,
General Counsecl

Gentlemen:

Scometime last week I discussed with Mr. Jim Durrett
the subject matter of the enclosed letter from
Continental Carbon Company. As I pointed out to

Mr. Durrcett the matter seems to be within the pro-
visions of Rule 404 of the Commission's Rules and
Regulations and that no hearing should be required
prior to utilizing the gas from the Wilson Deep Unit
as proposed by Continental Carbon Company.

Even though a reading of Rule 404 would not seem to
require a hearing in this case, both Continental
Carbon Company and the Pure 0il Company wish to ad-
vise the Commission of their proposed action, and,

if possible, secure a ruling by the Commission that
no hearing and no official order of the Commission

is necessary to authorize the proposed utilization

of natural gas. Should the Commission desire to con-
sider this matter at a hearing, both parties would be
glad o make a formal presentation.

Due to the urgency facing the Continental Carbon
Company in the acquisition of a new source of gas for
its plant, we would appreciate a ruling by the Com-
mission as soon as possible; if a hearing must be
held, we reguest that it be set at an early date.

Very truly yours,

cec: Mr. Kenneth D. Hewitt
I"Iro Jo Ro I\'iurphey, JI’.
DOCKET MAILED
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Telephone
MOhawk 6-1641

CONTINENTAL CARBON COMPANY

7 /
4848 GUITON, P. O. Drawer 22085, HOUSTON 27, TEXAS "’;2 / g ‘/

T, T Cable Address

January 6, 1964

0il Conservation Commission
State of New Mexico
Santa Fe, New Mexico

Gentlemen:

As you are probably aware, we have enteved into negotiations with
the Pure 0il Compiny to obtain gas from their Wilson Deep Unit. The
purpose of our obtaining this gas is to replenish the diminishing
casing head gas which we are presently using for our carbon black
plant at Eunice, New Mexico. We have explored exhaustively the pos-
sibility of obtaining additional casing head in or near our carbon
black plant at Eunice and have found all available casing head has
been committed to other users. Even should we be successful in find-
ing small quantities of casing head from one or two wells, the cost
of collecting these small quantities would be uneconomical.

We are not contemplating any enlargement or exXpansion of our car-
bon black plant. The gas from the Wilson Deep Unit would be used to
replace the diminishing casing head quantities.

If permitted to do so by the Commission we will initially obtain
from the Wilson Deep Unit approximately five million cubic feet per
day for use in our carbon black plant, expanding to seven million cubic

feet per day as the casing head presently being collected by our gather-~
ing system diminishes.

We would appreciate action on the above at the earliest possible
date since we must lay a pipe to the Wilson Deep Unit well which will

take some time and we cannot logically proceed with thiis until we have
the Commission's approval to purchase this gas.,

Yours very truly,
CONTI NTAL CARBON ZOMPANY

//J

Kenneth D. Hewitt
KDH:ms Technical Assistant

DOCKET MAILED

DOCKET Mo ILED M—Aﬁ’é
na,e..é*;/‘f/f - /V
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323.1182

FARMUIGTON, N, ™,

PHONE

BANTA FX, M. M.
PHONE 983.3071

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, W, M.

PHONE 243.6691%

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 5, 1904

_EXAMINER ___ HEARING

- w B e @ s A @ WA B WE @k R @ Ex Am M W ‘W W™ @ 2w W -

IN THE MATTER OF:

Application of The Pure 0il Company &and
Continental Carbon Company to utilize
natural gas in a carhon black plant, Lea
County, New Mexico.

Case No, 2984

g Nt N N e s Vit St Nt vt Nt itV “as # et

BEFORE : DANIEL S. NUTTER, EXAMINER

TRANSCRIPT OF HEARING




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

PAGE 2

Phone 243-0001

Albuquerque, New Mexico

REFORE THE :
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 5, 1964

™~

TN A R AT T TTTS A b S Vsl
DAAMLINEG FLHANNLING

— o - - b Pae mm e B m o A € e T e S e v E mm et m W G mm AR R A e @ Gm e em e e o

IN THE MATTER OF:

Application of the Pure 01l Company
and Continental Carbon Jompany to
utilize natural gas in a carbon black
plant, Lea County, New Mexico.

CASE NO. 2684

N St St sl e st vt “at? "

—— . - Am - . D A T P sue = e T M M e S A T e S M e M S e S M P e T S SRS Bt S e e A

BEFORE: DANIEL S. NUTTER, EXAMINER

TRANSCRIPT OF HEARING

MR. NUTTER: Call Case 2984,
MR. DURRETT: Application of Pure 0il Company and
Continental Carbon Company to utilize natural gas in a carbon

black plant, Lea County, New Mexico.

MR. MORRIS: May the Examiner please, again I am Richard

Morris of Seth, Montgomery, Federici & Andrews, of Santa Fe, New

Mexico, appearing for the Pure 0il Company and for Continental

Carbon Company in this case. I would like to make a brief comment

at the outset of this case at an appropriate time.

MR. NUTTER: Please proceed.




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Bui’ding

Phone 243-0091

Albuquerque, New Mexico

PAGE

3

MR, MORRIS: In the first instance, as the Examiner i1s

aware, there are some inaccuracies in the advertisement ol the case€

concerning the amount of gas that we intend to utilize, and also

concerning the formation from which the gas is produced.

Actually,

to set the record straight,

the proposal is to use approximately

seven million feet of gas per day from the Wilson Deep unit, and
the gas will come from the Morrow rather than the Devonlan for-
mation.

The present case was brought to the Commission sometime
ago, in the hopes that we could merely inform the Commlssion what
we intended to do and proceed without any hearing being necessary.
Rule 404 of the Commission rules and regulations is the applicable
rule governing this situation. It is entitled "Natural Gas

Utilization. Actually, Sub Paragraph "A" of that rule is
inapplicable, but I would like to read briefly Paragraphs "B" and
"C", which I velieve will govern the situation.

Paragraph "B" read, "Carbon black plants may utilize
the natural gas only in those instances in which all casinghead
gés and residue gas produced in the vicinity of or which may
reasonably be reached from the carbon black plant is being used
beneficially."

Paragraph "C', "Any carbon black plant nereinafter
constructed or any existing carbon plant which enlarges or expands
g ties for the manulacture of earbon black may utlilize

. At
LUD L= SR R A

natural gas in the manufacture of carbon black only after permissi#n

®



DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6691

Albuquerque, New Mexico

FAGE 4

is obtained. We will show by our witnesses today that there 1s no
casinghead gas produced in the vicinlty of the plant or which may
reasonably be reached from the Continentai Carvon plant, winich 1is
not being used beneficially. We will show that residue gas 1is
unsuitable for our operations. We will also show that the gas
that we request to use in the carbon black plant is not being used
in connection with any enlargement or expansion of the present
facilitiles.

We will have two witnesses in thisycase. Mr. Kenneth
D. Hewitt, Technical Assistant of Continental Carbon Company from
Houston, Texas, and Mr. John Murphy of Pure 0Oil Company also wiil
testify.

MR. NUTTER: Before we get started on the case, Mr,
Morris, 1 would like to make comments on this error in the adver-
tisement. We realize that this says 7 MCF of Devonian gas per

day, which should be seven million feet of Morrow gas per day.

We will proceed with the hearing of this case at this time. The

case has been readvertised correctly for hearing on February 19th,

at which time the case wlll be reopened if it 1s the applicant's

desire. The record made in the case today will be incorporated in

the record of the reopening on February 19th.
MR. MORRIS: That procedure is fine.

MR. NUTTER: We will ask for appearances at the present

time, and appearances at that other hearing. Are there appearances

in _this case? Proceed, Mr. Morris.

®




DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-0601

Albuquerque, New Mexico
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| (Witnesses sworn)

KENNETH D, HEWITT,
called as a witness herein, having been {irst duly sworn on oath
was examined and testified as 10iicws:

DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Hewitt, I have already introduced you but for the
record, would you state your name and by whom you are employed and
in what capacity?

A My name is Kenneth Davis Hewitt, I am employed by
Continental Carbon Company as Technical Assistant to the Executive
Vice President. My Jjob there is procurement of feed stocks for all
of our carbon black plants and to also work on acquisition and
joint ventures.

Q

%

It might be interesting to the Commission, Mr. Hewitt,
t0o know how many plants you have and where they are located around
the country? |

A We have a plant at Ponca City, Oklahoma, one at Sunray,
Texas, West Lake, Loulsiana, Bakersfleld, Caliifornia and Eunice,
New Mexlico. We also have some foreign plants, one at Holland,
France and Italy and in Japan.

Q Where is your plant located 1in New Mexico?

A It is located about halfway between Eunice,New Mexico

&

and Hobbs, New Mexldco.

e
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PAGE 6

) What type of production or product do you produce at tha
plant?

A We make furnace blacks there. It is generally termed
an SEF nlant,which means a superior reinforcing furnace black used
in the manufacture of automoblle tires and mostly compounding into
rubber and plactic formulations.

Q How long has your plant been in existence, Mr. Hewitt?

A I believe that the SRF plant went on stream in 1958,

Q So, that would be about six years?

A Yes.

Q Since the time this SRF plant bvegan its operations, have
you had a falrly steady requirement of gas to operate the plant?

A Yes, the requirement has been very constant to make
furnace blacks. Just within the battery limits of the plant, it
requires 6,500,000 cubic feet per day. And an additional million
cubic feetf are needed to operate the three Clark :zompressors in
our gathering and treating system, and to operate utilities and
heat and general usage of gas around the plant, making a total
requirement of averaging out at 7,500,000 cubic feet per day,
calendar day.

Q Up to this time, at least, Mr. Hewitt, and over the last
slx years, what has been the source of that gas?

A It has been all casinghead gas, which we have brought in

through our gatnering and treatin

I

svpoem from wells immediately

to _the west and slightly to the south of our plant.

®
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General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuguerque, New Mexico
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Q DU you have & plat shoawing the location of your gather- ]
ing system in that area?

A Yes, I have prepared a plot of the gathering system
showing the lines extending from the piant out into the field, and
also, the location of the plant in relation to Townshlip and Range.

The plant is over here in 37 East, Sectlon Three. There
is a 20 inch line that runs due west from the plant with two
laterals coming off of it, 14 inch laterals extending on down to
four inch, and whatever 1s regquired to go into these various leasegy.
I think the plot 1s fairly self explanatory as to showing tThe size
of the lines and the extent of the thing throughout. I might call
attention at thls time to thlis, there 1s an eight inch line
extending directly south from our plant down to Skelly's gasoline
plant No. 2, which provides an overfliow capaclty, whenever the
casinghead gas exceeds our exact demands of the plant, this gas is
sold to Continental 0Oil Company, who in turn sells it to Skelly's
gasoline plant. Skelly Oil Company owns this eight_inch iine,
but there is a working agreement between Continental 011 and
Skelly whereby Continental 01l maintains tThe line between the two
plants here.

Q Mr. Hewitt, referring to your 20 inch line that goes
directly west from your plant some seven or elght mi;es, at the
point in Section Four here where there is a bend in the line.

A Where the 14 inch lateral comes in there.

Q Yes, Will this be the point at which you will intend to

®



DEARNLEY, MEIER, WILKINS and CROWNOVER
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Genecral Court Reporting Service

Suite 1120 Simms Building

PAGE 8

Phone 243-6091

Albuquerque, New Mexico

tie onto an additional pipeline to 70 to the Wilson Deep Unit?

A That's right.

9] We'll show that by a later exhibit?

A Yes.

Q But, this 1s the point at which you will tie on?

A That's correct.

(&) At the present time, Mr. Hewitt, are you, through your
gathering system here, do you have enough gas avallable to operate
your plant?

A During the winter months, we have days when we must
curtail operations at the plant. Other days, due to the filuctuatig
in delivery of casinghead from the field, we will have as much as 3
miliion or a mwillion and a half cublc feet over our requirement,
but it is a very erratic delivery at present.

C Have you made any studies to see whether your present

source of supply will be adequate for your future needs?

A Yes, I have made or we have made several studies of this
thing, and have made a projected decline of the gas gathering and
treating system as shown within this little brochure that I have
prepared here. The decline of the gathering system,first of all, I
obtained decline curves from Continental's gas department at Hobbs,
New Mexico, and prepared a chart which is shown here directly

within this brochure. We have watched this decline through our

accounting department for a number of years, and projected it.

ns |

®

J




R, WILKINS and CROWNOVER

?

{

DEARNLEY, MEIE

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuquerque, New Mexico

PAGE Q

based on Jjust decline year to year, month to month, of the system
and have projected that decline. The projected delcine onthe

part of Continental 011 1s mucn more drastic than what our accouiit-
ing department has projected. It shows without a doubt in both
instances that sometime during 1964,we are going to have to obtain
additicnal gas from some source. As near as 1 can estimate 1t, we
are going to hit the point where we would have to curtail producti&n
every day sometlime in July or August of this year.

Q And the picture becomes progressively worse from that
point on?

A On the subsequent page, I have put this up in a 1ittile
graph, bar graph type form,to show the decline of 1964 tnrough
1974 of Jjust this casinghead we are presently obtaining. Aiso, I
have shown over here, taking each well or major well within this
gathering system and showing it by number the decline during the
same period,

MR. PORTER: Meay I ask a question here?

A Yes.

MR. PORTER: Does this chart, or is this chart based on
the Continental 011 Company figures?

A That's right. Both charts here are based on Continental
011 Company's deciine, not on the accounting departmgnt.

Q

1]

b d

'y
Lrted
<9

B: srris} 7Is the decline in thils gas that is

~~~

available to you, from your present source, due to the natural

decline of the wells, or are there other factors?

®
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A Well, these decliine curvece or charts that I have made up
are based on Just what the expected natural decline of this field
would be, However, Continental 0il Company is preparing to
unitize or has already unitized the area up here in Sections 35, 36
ol 37 East, Range 20. I think 1t is just to the north of the plant
involving our State KK-36, State A-36, and on down, B-6, I have
been told by Continental 0il Coumpany that will entail plugging foun
of our gas wells in preparation to waterfiooding this area. I
have been told by the gas department that the unitization has been
completed, that the engineering studies have been completed and
that the AFE has actually been granted to go ahead with this
waterflooding operation, which 1s projected to happen sometime
during 1964. This would further cause decline in our casinghead
when this happens. Also, over here in the Meyer A-1, Lockhart A-18
all belng unitized in preparation to waterflooding, ailthough I have|
no way of knowing exactly when that is projected to be completed.

Q With this situatlion before you, Mr. Hewltt, have you
made a diligent search for other gas, casinghead gas, in this areg?

A Yes, we have made,over the past three years, a very
diligent search for casinghead. Continental 0il Company, who owns
51 percent of our company, 1s, of course, very interested in this,
and also, keeping us “nformed of any additional casinghead in
thls area. But, ocutside of finding a possibility of relinguishmeng

on the lease on the part of some other user ©i this gas, we nave

Lnot found any casinghead that was economically feasible to _attach

&
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ontc our present gathering systenm.

Q Have you found any available casinghead gas, Mr. Hewill,
in the vicinity of your plant or which might reasonably be reached
from the plant?

A There is- - I have received notice that there 1s one
well about seven tenths of a mile from our 20 inch line presently
being used by El Paso, that will possibly be relinquished by El
Paso in the near'future. However, this entire gas would only
amount tc 100 MCF per calendar day. It would be out intent to
attach onto this, of course, when it becomes availlable and to pick
up any other casinghead in this entire area, if it and when it is
relinquished or become available to us.

Q Mr. Hewltt, if you should discover that in this area
there might be some sources of casinghead gas availlable 1n the
nature of 73 MCF per month or another source of 60 MCF per month or
50 MCF per month, would that be at all attractive to you?

A The cost of installing even a one inch line, %o put
in meters and to maintain thosé meters, would be prohibitive, for
that small quantity of gas.

Q In view of there being no casinghead gas in substantial
guantities available to you, what recourse did you have at that
point?

A Well, the only other alternative we have wéuld be to move

the plant at the time that the field declines to the point where

®

I we can no longer operate the plant economically.
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(&) This is unless you could get permission TO use natural

A That's right, in this area.

Q What 1s your proposal, what would you propose; would you
briefly outline the nature of your agreement with Pure 01l Company
and what you propose to do?

A Our agreement with Pure 0il Company is to run a four incH
line approximately nine miles from this furthest point on our 20
inch line, coming out of our treater plant, over to the Wilson
Deep Unit Number One well, and to take from that well, starting ouf
at five million cubic feet per calendar day; if and when Wilson
drills additional wells in the unit, 1f would be our intent to
expand that quantity up to seven millioh cubic feet per day.

Q Do you have a plat showing the proposed extension of
your pipeline and the location of the Wilson Unit?

A Yes, 1 do.

Q we have marked that as Exhibit Number Two, Mr. Hewitt.
Would you just state what that exhlbit shows?

A It is an engineering drawing showing the proposed four
inch line extending from the end of our 20 inch gathering line
over to the Wilson Deep Unit Number One.

Q Your proposal now to take five million a day from the
existing well, going up to sevenmillion a day 1f the additional

wells are drilled in this unlt area?

A That's right.

&




source?

A We will continue to take it right along throughout the
decline of this present fleld, clear on down.

] You might have some time when taking your present source

and also taking this additional five million you would be taking

Phone 243-6601

in excess of your actual requirements, would you not?
A That's right. The breater and gathering system is capablle

of taling up to 14,000,000 cublic feet per calendar day, and we

&

have, as 1 say, the usage plant - - of the plant runs seven and

half, The eight inch iine heye going down to Skelly would be the

KINS and CROWNOVER

General Court Reporting Service
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of.

overflow line during this period.

G Will the gas that you take from the Wilson Deep Unit in

Albuquerque, New Mexico

any way te used in connection with an expansion or an enlargement
of your existing facilities?
A No, slir, there is no plan to expand the unit, f{urnace

black plant.

A Mr, Hewitt, we have talked about your search for casing-

head, we have talked now about your proposed use of natural gas,

DEARNLEY, MEIER, WII

have you ever considered the use of residue gas?

v

£

A Yes, we have considered rezidue gas. 1In fact, we have
tried residue gas in furnace plants, but the yield of carwvon black

from residue gas 1s so low that it cannnt Lc Used cconomically

O——— S

Cwdinin the plant Briefly, residue gas cap be used in a channel

®
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black plant very adequately because the yleld on carbon black in a
channel black plant runs about a pound and a half to a thousand
cubic feet. In a furnace black plant, in order to run one
economically, you have to have a yleld of nine pounds to a thousand
cublc feet, up to ten and a half, which is approximately maximum.

Q Residue gas wouid be- =

A Residue gas is, wlthout going into a lot of technical
detalls, too dry. There 1is not enough lilquid or higher components
in there to glve you the yield of carbon black required.

Q If your proposal is approved by the Commission, when
would you actually began taking this five milliioen a day, Mr. Hewltt

A It will take us approximately two and a half months to py
this four inch line across. We are shooting for May 1lst of 1964,

Q Do you have any further comments you would like to make
concerning this case?

A I can't think if anything.

Q We have marked your brochure as Exhibit One. Was that
exhibit prepared by you or under your direction?

A It was prepared by me and under my direction, yes.

Q And Exhiblt Two was also prepared 1n your company?

A That's right.

Q A1) right.

MR. MORRIS: We offer Exhibits One and Two at this time,

Mr. Examiner.

t

| MR. NUTTER: Continental Carbon's Exhibits One and Two

i

®
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\will be admitted in evidence.
MR. MORRLS: mhat ls a1l I have {rom Mr. Hewlt®b.
% ® %
MR. NUTTER: Are trere any questions of Mr. Hewitt?

MR. DURRETT: Yes, Sir, 1 have & question.

CROSS EXAMINATION

Phone 243-60001

BY MR. DURRETT:
Q Mr. Hewit?t, am I correct NOW that Pure operates the unit,
the Deeb wilson Unit?

Number One.

N —
™

New Mexico

< They are the operator of that unit; is that correct?
A That is correct.

MR. MORRIS: 1 might interrupt just a moment, Mr.

Albugquerque,

purrett. We have a Pure witness who is going to testify about

.g their end of the operation, if you have any questions along those
=

"Sl1ines.

aa]

§ Q (By Mr. Durrett) Fine. YOU do have 2 tentatlive contract
g

Ui|lwith Pure?

S

N

— A That is right.

V

R . . .

a% Q NOW , concerning your testimony that there wasn't any

(

octher gad available in the vicinity of the well, OF of your plant,
excuse mMe, what did you consider 1is a vieinity, Mr. Hewitt? 18
| that this map and NOW, what additional area?

\ A It is in the vicinity of our gatherin

iy 4]
<)
w
¢t
0

3
Y

nd plant,\
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Q Now, what would you consider as the vicinity, would that
be five miles from your lines?

A I would define vicinlty as being, if you offered me five
million cublc feet of gas per day, I would say the vicinity would
be any area within ten wmilles of our gathering system. I you
offered me a hundred MCEF per day, I would say, oh, a mile or less.

Q So, it would dewend upon the volumns that were available
at a given location?

A Yes.

Q Well, proceeding along that line, as t0 what you would
consider reasonably accessible, you do have to go in and lay a line
now to the well; is that correct?

A That 1s right.

8] Now, do you compute reasonably accessible on the basis

of how long it would take, considering the quantity of gas availablL

to pay out the line, is that the way you compute 1t?

A Yes, pay out on the line is always considered.

8] What do you consider to be a reasonable time for pay out
on a line? I am trying to get to the basis that you use for
considering what is reasonably accessible. Do you have a rule of
thumb that you go by?

A Pay out on the line such as we are contemplating to go

over ¢cn the Wilson Deep Unit Number One is two years.

e Two yvears over there. Well, now, if you had any given

&
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quantity of gas otfered to you at a distance, well, ctloser or
further away, than the Wilson gas, would you consider it reasonably
accesslible 11 ii LOOK idonger than twon vears to pay out the line?

A I think two years would be about maximum,

Q Then, that is your basis, that anything that takes longer
than two years, you wouldnii be intercsted iIn,; or wouldn't conslder
reasonable, at least?

A That's right. I am trying to think now what management
would think here, too, but in my own estimation, as a chemical
engineer, I would say about two years on the pay out on the line.

Q

%

Do you have the approximate cost [{ligures on layling this
four inch line?

e N
75,000.00,
-

A B
Q $75,000.00. You figure that will pay out within two
years?

That's right.

T

Q A1l right, sir.
MR. DURRETT: Thank you. I think that is all I have.
x % X ¥
CROSS EXAMINATION

BY MR. PORTER:

Q Mr. Hewitt, your chart here in your brochure refiecis a
rather drastic decline in production from 1964 to 1966, and much

more drastic than any of the other points on this chart. You

mentioned that in connection with waterfliooding, there probably

A,

®



MEIER, WILKINS and CROWNOVER

I“-—

¥
’

DEARNLE}

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6001

Albuguerque, New Mexico

PAGE 18

BY MR.

would be four wells plugged that youare now producing in this

nlant?

A That's right.

Q Do you know whether that fact is reflected in this drastil
decline?

A The waterflood 1s not{ reflected in these graphs at all.

Q You don't know what accounts for the drastic decline?

A This was taken right off the decline curves that Continen

had prepared.,

MR. PORTER: Thank you.

* % * %

CROSS EXAMINATION

NUTTER:

Q
1958,

A
Q
making

A

Q

A

when 1t was bulit?

Mr. Hewitt, you mentioned that this plant was built in
Now, 1s that the SRF plant, the furnace black plant?

Yes, sir.

Prior to this, there was a plant there, wasn't there?

Channel black plant. This has been dismantled and sold.

And the SRF plant, which you consider to be capable of
superior products was built in 19587

That's right.

What was the capacity that was designed into that piant

It is a cne unit plant, eithe- 15 5y 20— -
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20,000 tons a year.

the projection by your accounting department 1s 234,000 per day,
and by Continental's estimate, it is 225,000 MCF per day, would
this equal the total capacity of the plant if you continue to
produce all this casinghead gas plus buying the inlitial five

hundred thousand per day from the Pure well?

A I don't quite follow your question here.

Q Well, now, Continental's projection 1s that you have
225,00C MCF- - Correction, 7,500 MCF available per day.

A Yes.,

Q And your plant and your extra usage for compressors and

heating and so forth is equal to 7,500 per day.

A That's right.

Q So, where are you going to make your initial purchase of
five million per day if capacity is six and a half miliion in the
plant?

A Well, the actual use of the gas to make carbon black is

seven million five hundred thousand per day. However, the treater

Q What quantity of gas per day would that be the equivalent

or?

A That is the 6,500,000 cubic ieet per calendar day.

Q Right now with the six and a hall million feet going into
the plant, the plant is operating at capacity.

A That's right.

Q Well, now, if you are continuing to receive- - Well,

|
|
|
|
w

®
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and cathering system 1s designed to handle 14,000,000 per day.
But. please understand that in taking casinchead one day
down here at six million, next day you are up at elght, and 1t

fluctuates back and forth. Some days we have to actually curtail

inch 1line to Skelly.

Q Do you contemplate buying- - Or you said the initial
purchases from Pure would be five million a day?

A That's right.

Q Wiil you buy that five million a day every day regardless

of the amount of casinghead gas that 1s available?

A That's right.

Q And divert the rest of it down to Skelly's Number Two
plant?

A Anything over and s&bove our own usage Will go down that

eight inch line to Skelly.

Q

4

In other words, you have a {irm commitment to buy five
million a day from Pure?

A That is right.

Q Now, it is your intent to continue to produce or to
purchése the casinghead gas from all of these wells 1long as they
are economically feasible of producing gas into your lines?

A That's right. We will take the casinghead gas. We will

o hock ontc any additional casinghead that is available within,

ne
G A2

well, an economic range of our gathering system.

h——

®
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(4] Any new gzas, of course, you would have to see a basis
for the pay out on the installation of' a line?
A That's right.
Q In your opinion, have these other lines been in existence

long enough to obtain a payoff?

A Yes, the 20 inch line was put in during World War II
sometime or other, and was used on the 0ld channel black plant.'

Q So, you will be able to continue to buy casinghead f{rom
these leases until the point of operating cost of the line exceeds

the benefits derived from operating the line?

A That is right. Well, we are committed to take gas [rom
this until- - our contracts expire mainly in 1972.

Q For casinghead gas?

A Cn the casinghead gas and it is our intent to take gas

as long as that contract is in existence, and if the field 1s still
in operation, why, we would expect to renegotiate those contracts.

Q Are the locations of the compressors on this iine such
that these casinghead gas connections will be able to buck that
20 inch pressure after the big well goes on?

A Well, the pressure on the present gathering system 1s ver
low. What we are going to have to do is step the pressure down fro
the Wilson Deep Unit HNumber One.

A So, it will come into the line at low pressure?

A That's right.

0 T sea. Now fhese avanhe and these charfig of
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2

Suite 11

gas production commence in 1964. They are not an extrapolation of
any previous gas production. Is there any way of knowing 1f this
is a correct decline which has been evidenced by former performancep

A I vrought the decline curves with me.

Q Prior to 19649

A Yes, sir. These decline curves were prepared by
Continental 0il Company. I hate to introduce them as evidence
because they are the only ones I have of this. These are projected
here from 1956 through 1975, all projections, so that they are
actual curves which have been established.

Q Are they on the individual leases that you have tabulated
here on the last page of your brochure?

A Yes, individual wells.

Q Mr. Hewitt, we are going to have a month or a couple of

weeks, anyway, beifore we can enter an order in this case. Could

you furnish us with coples of those decline curves?

A Yes, I will have to have them taken back and getl them
photostated.

Qo That would be fine, 1f you can make coples of them and
furnish them to us. Mr. Hewltt, you s.. :u that Continental Carbon
Company is 51 percent owned vy Continental Oil Company. So, I am

sure that Continental Oil Company is interested in seeing this gas
that is on these 0il leases produced and sold. They are probably

-~ o~

alsc interested in the orice here as well as the price over at the

Wilson Deep Unit., Could vou tell us what the contract gas price

®©
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from the Wilson Deep Unit is?
A 12 cents,

Q Per MCF?

A Yes.,

Q Will the gas be passed through a separator over on the
Wiison Deep Unit lease?

A Yes.

Q And whatever liquid can be removed by normal separation

will be removed?
A That is right.

Q How wet will the gas be when it gets into your 20 inch

—
}
s
1]
(47

Svin there, do you know; have any tests beern made on it?

A The projection is that it will be between 1080 and 1100
on BTU baslis, and will be somewhat wet. PFor us to Zet gas which is
too saturated and full of very heavy oll material entails blowing
the drifts and a lot of maintenance on our gathering lines as is
in existence today on this gathering system which is taking casing-
head gas. So, this is about the right degree of wetness for good
operations of a SRF plant.

e In other words, some of this casinghead gas is a little
too wet for your use right now?

A That's right.

Q You have trouble keeping the drifts free?

A That's right.

Q In the 12 cents. are the liguids included in that 12 cent

&
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[1{s there any premium paid above 12 cents?
A Whatever ¢oes into ocur four inch line is ours.
o) Liquid and all?
A Yes.
Q Does anyone else have any questions of Mr. Hewltt?

MR. MORRIS: I have just one more question, Mr. Examiner.

REDIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Hewitt, 1 I am not mistaken, Mr. Murphy's testimony
will show that the only casinghead gas in the overall area of your
plant or gathering system, there are three sources of casinghead
gas which are not being put to any beneficlal use, but are in very
small amounts, the largest single source being 73 MCF per month,
and I believe that it would be located within two miles of your
plant, would that amount of gas be attractive to you regardiess of
1ts proximity to your plant?

A Without even putting it down on the paper, or working it
out on a fTeasiblility study, ip is readily apparenti that youcouldnff
run a line two miles to pick up 73 MCF of gas per month,just would
never pay out.

MR. MORRIS: Thank you. That 1s all I have.
MR. NUTTER: Are there any other questions of Mr. Hewitti?

s mav he axeuged
2 may he axeiged,

1
1

®
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called as a witness herein, having been {irst duly sworn on oath,
was examined and testified as olliows:

DIRECT EXAMINATION

BY MR. MORRIS:

Q Mr. Murphy, would you state your name and by whom you
are employed and in what capacity?
A John R. Murphy, Jr., District Petroleum Engineer, Pure

0il Company, Midland, Texas.

Q You have previously testified before the Commisslon or
one of its Examiner, have you nct, Mr. Murpby?
A Yes.

Q Are you familiar with Pure's end of the application in
this case?

A I am,

Q Have you been active in the negotiations with Continental
Carbon Company concerning this sale of gas to them?

A I have furnished technical advice to our gas contract
personnel in this matter.

Q Now, Pure Oil Company is an operator of the Wilson Deep
Unit; is that correct?

A That's correct.

4] What 1is the status of development in that unlt at this

time?

®
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A

There 15 presently one well completed in the unit., It

(]

is completed in the Pennsylvanian-Morrow, at a depth of approximatejly

12,320 te 344, Thnis well is located in Section 13 of Township 21

South, Range 34 East

Q Has there been any production from this one well to the
present time?

A The only production that has come f{rom this well has
been on the potential test.

4] Now, did you hear Mr. Hewlti's testimony as he juét testi}
fled in this case?

A I did.

Q Was his statement of the proposal correct,in that you
propuse to sell to Continental Carbon Company five million cubilc
feet of gas per day from this one well, plus an additional two
willion if you drill any more wells?

A That's correct.

18] Do you plan to drill any more wells in this unit?

A

well whether we will continue develcopment.

Q

drill another well?

A

to be filed with the State on this well at this time.

Q

you not?

It is contingent upon the successful performance of that

At the present time, you don't have a deflnite plan ‘to

Ly

We are in the process of formulating a plan of develiopmen

Now, you have othcr partners ia your Wilson Deep Unlt, do

®
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A We do. There are six owners in the unit, or working
interest owners, rather.

4] Have you consulted your partners in agreeing to this
proposal to sell gas to Continental Carbon?

A We have and of the s8ix operators, four representing

72.58 percent of 1t have executed contracts with Continental Carbonl,

One with 12.94 percent has agreed to sign, but as yet, has not
delivered an executed contract. One operator with 14.98 percent ha
indicated they will take their portion of the production in kind.

Q Now, does this well, this one well that you have in the
unit now, have a sufflcient potentlial Lu produce the five milliion
feet of gas per day for Continental Carbon, plus the proportionate
share in kind to this 14 percent working interest owner?

A It does. The well has a potential in excess of 20 milllo

~ —
Ff

and on our potential test, we flowed at a stabilized rate ol 7.7

\n

million with a surface pressure of 4350.

Q In order to deliver the five million ﬁo Continental
Carbon, how much will you have to produce per day, total, in order
to also satisfy your other working interest owner in kind?

A This would require a daily production of approximately
5.9 million.

Q You feel that the well can do this?

A I feel that this well is or has demonstrated its capabiii

to deliver this rate for an extended period of time.

Y

Q At this rate, bhow long a liie do you believe this well wi

®
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have, on exlsting data?

A At the 5.9 million rate, the well will be able to deliven
approximately 21 wontns, utllizing a thousand pound surface
separation equipment pressure. Ii we droé the separation pressure
lower than this, then, we can extend this 1ife out to tour years.

Q Now, this projection is; of course, pased on current
data subject to some change?

A Right. This projection is pased on our present
visualization of what the reservoir is with a single penetration.
Aiso, the data we obtained from the four point test on potential.

We are making this extrapolation on the basis of eight wnilllon

reserve at a thousand pound separator condition, or a 114 billion

reserve utilizing the 100 pound surface separator conditlon,
Q Do you have content analyses avallable on this gas?
A We have calculated out, and we have a content analysis

that was taken during the potential test of {he well, which

exhibited the following characteristics: 92.46 Mole percent Methang,

L .6 percent Bthane, 1.39 percent propane, .53 Mole percent of our
Butanes, .46 percent of C-5's plus; wWe are anticipating installing

a coal separator or coal separation equipment upon this well, and

n

2

will extract all of the C-5's plus and half of the Dutanes

)

this will leave us a resultant gas stream of 93% percent Methane,
4 .58 percent Ethane, 1.04 percent Propane, .26 percent Butane,

.57 C02's and nitrogen. All those are expressed in Mole percents.

o Now, the condensates that you obtain by separation

. Y

e s



O D . S s

DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporiing Service

Suite 1120 Simms Building

PAGE 29

Phone 243-660)1

Albuquerque, New Mexico

will remain your property; is that right?

A That.'s correct. This well stream has approximately 17
barrels per million ol free liquids which 1s prior to separation,
and the coal separator should add another 4} which will give us a
pilized steck tank liquid API gravity of less than 60,

Q Mr. Murphy, in preparation for this hearing today, has
Pure 0il Company made an investigation in the area of the Continent
Carbon'Company plant and gathering facllities to determine whether
there is any casinghead gas avallable in that viecinity, or which
might reasonably be reached from the carbon black plant, or its
pipeline?

A This we did. We are not aware,of course, of Continental
Carbon's economics, but in order to satisfy ourselves that there
was no casinghecad available which this gas would displace, we made
a search of the present line and the proposed line, looking two
miles on each side of the line. We went to the New Mexico
Engineering Committee Production report and searched for the gas
utilizatlion on each of the leases listed in the field, which these
lines cut across, and our findings were that there were three
leases within ihis area that were venting gas and in each case; the
daily gas‘venting was less than two and half MCF,.

Q What were the actual figures on the three leases?

A There were 73 MCF on one.

O

Per month?

al

A Per month. 60 MCKF per month on anoviier, and 55U Moer o5 ©h
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MR. NUTTER: Tnat was within two miles of the trunk line?
A Yes, sir. And the extensions.
Q (By Mr. Morris) Does your company consider this proposa%

advantageous from an economic standpoint and also from the stand-
pcint of being able to Just find a market for its gas?

A We felt that this was the most advantageous sale that we
could have, 7This well 1s located on State property, and this
five millicon a day rate is pgoing to greatly exceed the revenue
that we could have obtalined under any other possible sale.

Q Do you have anything further you would like to add?

A No, sir, I believe that concludes my testimony.

MR. MORRIS: That is all we have from Mr. Murphy.
% * X ¥
MR. NUTTER: Are there any questions of Mr. Murphy?

MR. DURRETT: Yes, sir.

CROSS EXAMINATION

BY MR. DURRETT:

Q Mr. Murphy, what is the closest pipeline to your Wilson
Deep'Unit?

A Wﬁat variety,sir? There are several,

Q Any pipeline that could possibly take gas?

A We are located approximately 330 off of the E1 Paso main
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) You have negotiated with them?

A Our gas contract- - I am speaking now not of my persorjal
knowledge, but of secondhand, and our gas contract people have
contacted F1 Paso, and they are not interested in this gas.
Phillips Petroleum has a low pressure gathering system approximatelly
a mile south of this point. We have negotiated with them and they
had made an offer for this éas, however, it was not as economically]
attractive either on a current income basis or we felt on the
long term basis, as the sale to the carpbon black plant.

Q To go a little further into the hearsay testimony, do
you have any knowledge concerning, or do you have any knowledge, on
have you been informed as to what the price was that Phillips
offered?

A This is getting definitely into hearsay now, because I
was on vacation when all this happened, but my understanding was
that they did offer 13% cents for the gross stream. They are the
operator that is going to take their portion in kind. Their
maximum take was going to be around 25 a day, two and half million

a day.

Q Do you have any idea of when your company would feel that
there might be a possibility of getting a »ipeline connection into
this Wllson Deep Unit?

A No, sir, I don't. And from my discussion with our
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contract peoplie, iLucir iceiliig was Lhau 1T

sale for several reasons. It was ar intrastate sale, so we had no
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FPC problems, and we did if we sold to Phillips. Any other sales
that we would make,other than thls, would be an interstate sale,

Q Just one other question. What does the operator that
proposes to take in kind plian to do with his gas?

A This is Phillips Petroleum. They are planning to take 1f
into the low pressure gathering system which goes into their own
plant.

Q Which sounds reasonable,

MR. DURRETT: Thank you.

* ¥ *

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Murphy, what was the reason that El Paso was not
interested in this purchase of gas?

A My assumption on this, as I have no personal knowledge,
is that they don't have an outlet for this additional gas. It woul
require moving some place other to enter their line, other than at
this location since this is on their main line, one of their
transmission lines. So, they would have to take it to another
point to get 1t into the line.

o Would either have to bpe drlied up more than it would be

coming off the lease, or else compressed to get into the line?

A Either pressure would be sufficient to get into their

d

line, buft fthis- - L gon'y zgiieve that they inject into this
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maln transmission line along the line 1tself. They put them in at

certalin tLerminal points,

Q What is their nearest high pressure gathering line?

A I don't know, sir.

Q Now, you es%$imate that with a thousand pound separator
abandonment pressure you would have eight billion reserve here?

A Yes, sir.

Q Taking it down to the hundred pound, you would have 11
what?

A 11% billion.

Q 115. You mentioned also that you were formulating a plan
of development for the unitv. Is 1t the intent to drill any more
wells to the Morrow formation on the unit?

A I am not really sure, sir, that I am qualified to answer
that right now, in that this plan will be formulated by several
peuple in our office and the only thing I could do would be express
a personal opinion here that if we see satisfactory performance
from this weil then, we will definitely want to exploit it.

Q Are you acqualinted with the structure here, what was
anticipated when you had the unit agreement?

A Yes, sir. Atvthis time we drilled initially a Devonian
test and the Devonian was water bearing and this l1s apparently
extremely difficult for seismic operations, and we have had several

reviews and additional shooting in the area, and there seems to be

a pretty severe disagreement among some of our people even yet as

®
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- to what the structure looks like.
Q That would be the Devonlian as well as the Morrow?
A Yes, sir. We assume that the Morrow is patterned after
the Devonlan. |
Q For that reason you haven't come to any definite con-
clusion as to whether another well will be drilled or where it will

be drilled?

Phone 243-6691

A I would say we would anticipate drilling another one within
the planned year, and if performance doesn't indicate we shouldn't,
but as I say, I am only a vartial voice in this formulation of
this pilan.

Q Well, now, right now your estimate of reserves is just

based on the information you recelved from your four point test?

Albuquerque, New Mexico

General Court Reporting Service

Suite 1120 Simms Building

A That and our visualized geological picture.
Q And the structure, as you think 1t exists?
A Yes, sir.

MR. NUTTER: I see. Any other questions of Mr. Murphy?
He may be excused. Dc¢ you have anything further, Mr. Morris?
MR. MORRIS: ©No, sir, I don't.

MR. NUTTER: Does anyone have anything they wish to offen

DEARNLEY, MEIER, WILKINS and CROWNOVI

in Case 29849 Mer. Kastlier,

MR. KASTLER: 3ill Kastler representing Gulf 0il Corpor-
ation. Gulf concurs in this application and urges its approval,
MR. NUTTER: Thank you. Anyone else? We will take this

L

case under advisement.

1
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STATE OF NEW MEXICC |
COUNTY OF BERNALILLO |

I, ROY D. WILKINS, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the New
Mexico Oil Conservation Commission was reported by me, and that
the same is a true and correct record of the said proceedlngs, to

the best of my knowledge, skill, and ability.

WITNESS my Hand and Seal of Office this 12th day of

February, 1964.

e
;g

316342121>)x)ajyo~~f-w~?”w

‘NOTARY PUBLIC
J

My Commission Expires:

September 6, 1967.
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325-1182

FARBIMMGTON, N, M,

PHONE

SANYA FE, M. M.

PHONE 963.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, W, M.

PHONE 243 .8691%

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
February 19, 1904

EXAMINER HEARING

IN THE MATTER OF:

Application of Pure 0Oil Company and
Continental Carbon company to utilize

g tiitim) anm e A amwmbharx KWl and n
naviisGsa g rv)ag 4Tl A el v Caalit ylant, Lea

County, New Mexico.

Case No. 2984

et Nt S st N Sss? e Sags Vet Nt Natst vt “ounttl it

BEFORE: ELVIS 4. UTZ, EXAMINER

TRANSCRIPT OF HEARING
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I REFORE THE 1

NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, MNew Mexico
February 19, 1964

EXAMINER HEARING

Application of The Pure 011
Company and Continental Carbon
Company to utilize natural gas in
a carbon black plant, Lea County,
New Mexico.

CASE NO. 2984

Nt Nt e N Nt et N N e

- e o - o - S P e - e G = mn AP e S W G vt e o o= - —

BEFORE: ELVIS A. UTZ, EXAMINER

TRANSCRIPT OF HEARING

MR. UTZ: 2984 1is a very short case, and Qill be taken
first.

MR. DURRETT: Application of The Pure 01l Company
and Continental Carbon Company tc utilize natural gas in a
carbon black nlant, Lea County, New Mexico,

MR, MORRIS: May the Examiner please, I am Richard
Morris of Seth, Montgomery, Federicl and Andrews, Santa Fe, appeard
ing for the applicant in this case. Thls case originalily was
advertised for the hearing before Examiner Nutter on February 5th,

1964, and the case was heard at that time. Due to an error in ine

Ladvertisement and the notice given in this case, it has been

®
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readvertised and at tnis time I move the Examlner to lncorporate
in the present hearing of this case the entire record as presented
to Examiner Nutger on February 5th.

MR. UTZ: Is there objection to Counsel's motion? The
entire record of the case as heard by Examiner Nutter wilil be
made a part of the record of thils case.

MR. MORRIS: I might add, Mr. Examiner, the Contlinental

<

Carbon Company is standing by walting toc lay a pipeline 1f{ the

J

(¢

Commission sees fit to approve this application, and 1f the
Examiner sees fit to recommend approval and the Commission sees 11
to approve it, we would ask for an order as soon as convenient,

MR. UTZ: We will give it early consideration.

* %K X ® *

STATE OF NEW MEXICO §
COUNTY OF BERNALILLO §

I, ROY D. WILKINS, Notary P:iblic in and for the County
of Bernallllo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the New
Mexico 01l Conservation Commission was reported by me, and that
the same is a true and correct record of the said proceedings, to
the best of my knowledge, skill, and ability.

WITNESS my hand and Seal of Office, this 24th day of

B}

February, 1964. s
fy that the fore 8
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Plot Plan - Diagram of Gathering System

Projected Decline of the Eunice Gas Field

General Statement Regarding Lack of Additional
Casinghead Gas in the Eunice, New Mexico Area
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PROJECTED DECLINE OF THE EUNICE GAS GATHERING & TREATING SYSTEM

Projected decline curves, furnished by Continental 0il Company,
on production from wells connected to the Eunice Gas Gathering and
Treating System indicate that by 1965 insufficient volumes will be

available for operation c¢f the Eunice SRF Plant.

Prior to receipt of

these curves, the Accounting Department of our own Company had estim-

ated the field decline for economic purposes.

projections is as follows:

A comparison of the two

MCF
Continental Qil Co. Accounting Department
Year Annual  Month Daii_\\\ Annual Monthly Daily
i 5y
1964 2,704,68¢" 225,3 7,513 %}2,815,866 234,655 7,822
1965 R S © 2,534,180 211,181 7,039
1966 1,742,592 145,216 4,841 2,280,926 190,077 6,390
1967 2,052,662 171,055 5,701
1968 1,376,028 114,669 3,822 1,847,378 153,948 5,131
1969 1,662,672 138,556 4,618

As you can see from the foregoing and the attached charts on the
predicted gas production from the Eunice area from our present wells,
our requirement for gas to operate the Eunice Plant will not be met some-~
Qur usage at the Eunice Plant for actual production of
carbon black amounts to 6,500,000 cubic feet per day; however, to operate
the compressors for uses in heating and other auxiliary uses in the Plant,
an additional million cubic feet per day are required, making a total
demand sf 7,500,000 cubic feet per day.

time during 1965,

The compressor and treating plant is capable of handling 13 to 14
million cubic feet per calendar day; therefore, we have sufficient capa-
city within that unit to handle the additional volume of 5,000,000 cubic
feet initially, on up to 7,000,000 later on, which we would obtdin from
It would be our intent to continue to use the casing
head gas on the present gathering system until such time as this gas com-
pletely disappeared either through complete decline or due to the fact
that the oil companies operating this field chose to unitize the field

Pure 0il Company.

and water flood same for the purpose of added preduction of oil.

KDH:ms
1-31-64

Attachments
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TABUAATION o ProiecTen Gas FreopuvcTson
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( Eovice Wees) MC?/M&UT’H
Weee #1964 1966 | 19¢s | 1970 | 1972 ] j97¢
Mever B-8| | | 2300 | 5,400 3,600 | 500 | }500 | {,200
<STATE 201 2 150 7é 394 =l Iy i
Meyere B-17]73 240 190 150 fz0 100 70
" B-9 < 7602 5,300 | 4200 ) 3000 | 2300 /, 6c0
S7aTe D-is| 5 | 1719°° | 1%Bvoo| 1§00 | 7000 | 5,200 | 3700
Mever A-r7)& | Z19P 700 | 1,400} } 200 | jo0O | Z40
s7aTE 0= |7 | 112 | 5600 | Tovo | 57700 | 4700 | 3300
Mever A-18 |& i,zeo /202 L1000 1, /00| (000 | ) 000D
v A-8 | {800 },000 620 3 40 zjo {20
Loexwars A-30]10 |54 000 | 46000 | 45000 35,000 35000 |2{ 0c0
B-28 | 1] {17,000 |13,600 ] 0000 | 7 500 | 5800 | 4,400
Mevyee B-18]12 3920 | 2800 | 2100 | 699 | ) 200 908
srore <o |12 | 1,500 | J 100 800 590 | 430 3,0
o A-36|M4 | 45,00° | 2S00 | 1,500 400 500 290
Mever B-3 [IS™| 1°°° | 4s0 | /Jéo es 27 1
Locxmaer A8/ | 364000 128000 |2/000 (/6,000 |i2,000 | 4,500
g:ﬁi /17| 3802 | [,702 | ] c00 500 250 136
Mevee B-41/58 |15,000 | 3,000 | 5000 {1,000 |7 (00 | & 400
Toracs (135370 [145,216\114.6671 92, 7¢ br3,c28 |é0,478



LACK OF ADDITIONAL CASING HEAD GAS IM THE
EUNICE, NEW MEXICO AREA

We have maintained contact with all oil companies and gas producers
in the Eunice - Hobbs area of Lea County, hoping that an existing casing-
head gas well would be found that could be attached to our present gather-
ing system. We have found:

1,

N

KDH:ms
1-31-64

All wells that we have investigated have been committed on a
long term basis to various other users.

Property on which future wells might be drilled has been pre-
viously committed to others.

\
Operating companies are unitizing sections of the area in
preparation to water flood, which would further decrease the
amount of casinghead gas available to our gathering system.

From the foregoing charts showing the rate of decline of the
casinghead from our present gas wells, it is very apparent that
we will require additional gas almost immediately.

Small quantities of casinghead might become available at
considerable distance from our present gathering system;
however, the cost of connecting to our system would be
prohibitive. If a long pipeline is involved, then suf-
ficient quantities of gas must be present to justify the
capital outlay,
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DRAFT

DSN/esr
February 28, 1964

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2984

Order No. R- Q%@Qésxj

APPLICATION OF THE PURE OIL COMPANY
AND CONTINENTAL CARBON COMPANY TO

UTILIZE NATURAL GAS IN A CARBON
BLACK PLANT, LEA COUNTY, NEW MEXICO. /

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a. Ty 38 ner
February 5 19 64, at Santa Fe, New Mexico, before panjel 8. Nutter ,
Examiner duly ap901nted by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "“Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this day of #maich , 1264, the Commission,

i J

a quorum being present, having considered the xpp::xxttuxxxxxntestimony,
AaQBENORCTIIGRNEX and the recommendations of the Examiner,

——-— T ——— e Y — G - . —

;7 and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicants, The Pure 0il Company and Continental
Carbon Company, seek an order authorizing the utilization of approxi-

mately 7 million cubic feet of gas per day in the Continental Carbon

Company Carbon Black Plant near Eunice, New mMexico, s2id gas to be

=

produced from The Pure Oil Company Wilson Deep Unit Well No. )
éompleted in the Morrow zone of thé Pennsylvanian formation and
located in the SE/4 NW/4 of Section 13, 1ownship 21 South, Range
34 East, NMPM, Lea County, New Mexico.

{(3) That the aforesaid /Qfarbon p{ack }‘lant since its con-

struction has been operating on casinghead gas gathered from

numerous leases in the vicinity thereof.
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(4) That all casinghcad gas produced within the immediate
vicinity of saidlﬁbrbon‘piack’;iant's gathering system which can

. be connected economically to said system is being gathered; that
! ;bgbu4‘»012g e K

i g—ye—i-miend—of~ Continental Carbon CO Danyhfo continue to

f

ééutilize all " available casinghead gas in its plant as long as !
?it is economically feasible to do so.

1 .
¥§ (5) That the production decline curves for many of the

within the next few years,

leases towhich the Farbon /Klack }(lant is connected indicate ‘
:that the quantity of available gas will diminish sharply I
making another source of gas
necessary if the plant is to continue in operation.

(6) That the burning of gas produced from the Morrow
zone of the Pennsylvanian formation by The Pure 0il Company
Wilson Deep Unit Well No. 1 for the manufacture of carbon black

is a beneficial use of said gas and should be permitted.

IT IS THEREFORE ORDERED:

utilize u

“011 Company Wilson Deep Unit Well No. 1, located in the SE/4

INW/4 of Section 13, Township 21 South, Range 34 East, NMPM,

l
x
}
i :
i

fCompany's SRF Plant near Eunice, New Mexico. §
3 (2) That the applicant, Continental Carbon Company, shall

| continue to purchase casinghead gas from leases to which it is i

ﬁconnection, providing that the distance and gquantity of gas

}involved make the gathering of such gas economic.

million

from the Morrow zone of the Pennsylvanian formation by The Pure

Taa Ornantxs Natr Masri co, gaid cag to bhe uged in the manufacture
e O ntT salid ga Lo PRe useq in The manutracture

)
i
gof superior reinforcing furnace black at Continental Carbon
3]
{
)
{

' connected, or which from time to time may become available for

!

; (1) That M Tr 2 Pure 0il Company -ard éa,

herebz authorlzeu tom a"&\k

bic feet 6f das per day produced

l

(3) That jurisdiction of this cause is retained for the |

?entry of such further orders as the Commission may deem necessary;

!

¢

Done at Santa Fe, New Mexico, on the day and year herein-

wabove designated.




