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CASE NO. 21 - CONTINUED TO AUGUST 29, 1940.

OKDER OF PROCEDURE TO CONSIDER THE
ADOPTION OF A FINAL OnDER GOVERNING
GAS-0IL RATIOS IN THE VARIOUS PRO-
DUCING FIELDS IN NEW MEXICO.

GOVEKNOR MILES OPENS MEETING AND MAKES SUCH REMARKS
AS HE DEEMS APPROPRIATE.

COMMISSIONEK WORDEN ANNOUNCES, "THIS CASE WAS CON-
TINUED TO THIS DATE, AND THE COMMISSION IS READY TO
PROCEED," AND ASKS, "WHAT IS YOU GENTLEMEN'S PLEASURE?!
(AT THIS POINT ANNOUNCEMENT SHOULD BE MADE THAT THE
OPERATORS IN LEA COUNTY WILL NOW BE HEARD AND AT THE
END OF THE HEARING FOR LEA COUNTY THE OPERATORS OF
EDDY COUNTY WILL BE HEARD AND THOSE FROM ANY OTHEH
PRODUCING AREA IN THIS STATE).
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Fursuvant to recess taken on August 12, 1940, hearing

in the above entitled matter was resumed in the Hall of the

House of Representatives,

Capitol DBuilding, Santa Fe, New llexico,

at the hour of ten o'clock A. L. of August 29, 1940, the

Commission sitting as follows:

Hon. Frank YWorden, Commissioner of Public Lands, Secretary
Hon. A. Andreas, State Geologist, Member
Hon. Carl B. Livingston, Attorney for Commission.
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The hearing was called to order by lir. Worden, wh
announced that the Governor being absent, the meeting would
proceed without him, and that the Commission was ready to hear
from those present.

BY MR. LIVIIGSTONH: As you all know, this meeting was continued
on the 12th of August to the 29th of this month, and in
order to clarify the purpose of this hearing, and in order
to proceed, permit me to announce this is a continuation of
the hearing held on the 12th of August for the purpose of
adopting a final gas-oil ratio order for the various rilds
in the stete.

At the last nmszeting it developed that not all of the
areas wanted the same kind of order; apparently Lea County
wanted one, Eddy County another; so, therefore, the procedure
should be as follows:

Lea County should be heard first as to any testimony
or suggested changes in the proposed order pending before
the Cormission. After Lea County is heard, then anytlhiing
Eddy County has to offer in the way of testimony or
suggestions, should be presented to the Commission; and
anything from any other part of the state should then be
presented.

Tow, if there is any testimony to be presented in
behalf of Lea County, please present it and let kr. .Jjorden
swear Iin the witnesses. To save unduly lengthening the
record, this proposed order is already in the record. Ainy
exceptions or suggestions should be offered, but the proposed
order itselfl is already in the record.

BY ¥R. C. C. CHRAGIN: I would like to have the record siiow that
the E1l Paso Nabtural Gas Company has filed five copies of a
report supporting our request for certain exemptions from the
existing temporary order, if it is made permanent, and from
this recommended order, if it is adopted.

BY HR. SETE: Stanolind has filed a request for the exemption of
five wells producing gas, the sas from which is being sold

-
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to Lr. Cargin's company, requesting that they be exempted from
the Temporary corder and this order. wWe wish to have tlxst made
a part of the record, so that 1 any rule is adopted s to
advertising, these exemptlons may be granted. In that con-
nection, I would like to suggest to the Commission the
pocsibility that the rule should be modified to some extent

g0 that a hearing could be ordered whenever the Commission
thought it necessary;to have a hearing on each exemption would
reguire a lot of time and expense of advertising, and some
method could be worked out so that the Commission covu 1* order

a hearing whenever it was thought necessary.

LLCYD L. GRAY.

being sworn to tell the truth, the whole truth and nothing

but the truth, offered the following testimony on behalf

of the Gulf 0il Corporation:

Fo R N4 d

BY #H. A¥: I think I agree with what Judge Seth just stated with

reference to FParagraph 26, and I have a statement I would like
to read into the record:

EEFORE THE COIL COHSERVATION COMEI-ZICH

I TEE MATYTER OF CASE 21

] TABLISHEENT OF MAXINUN GAS-OIL ZATIOS AND

HE CCHTROL Ov PHODUCTION OF GAS FROM THE VARIOUS
POOLS IN THE STATE OF HEW MEXICO

Stetement of the Gulf 0il Corporation

The Gulf 0il Corporation urges that the proposed cas-
0ll ratio order as read into the record by R. 2. Schuehle at
the lhearing held on July 29, 1940, be accepted withoult change
and approved by the Commission as soon as possible. It is
also urged that no blanket exception or exemption be allowed
since there is danger that sueh action would nullify all of
the conservation measures provided in the proposed order.
Likewise there is danger that such blanket exception or
exemption would nullify all of the remedial and conservation
work which the operators of oil properties have so heartily
cooperated in performing at great expense. This would bhe
waste in every sense of the word and would cause irrecoverable

B



loss of oil underground.
It is recormrended that exemption be granted to individual
wells or properties only, after the owner has submitted to
he Cormission adequate proof that the well or property is
producing from a predominantly gas-~-bearing reservoir or that
it is subjzct to paragraph 27 of the proposed order.
It is recognized that the El Paso Natural CGas Cormvany
is faced with a serious situation in that it is connected to
wells having a potential capacity of many times the available
market, but that the proposed order if applled before designat-
ing that certain reservoirs are predominantly gas bearing,
would reduce the available gas to approximately one-fourth of
the El raso's requirements. 7To remedy this situation it is
recommended that concurrently with the promulgation of the
gas=-0il ratio order a temporary order be made designating the
following areas as predominantly gas bearing:" (At this point
I'r. Gray displayed a map and made the following statement:)
The area south and west of that red line (indicating on
map, which was displayed but not offered in evidence)
is the area I will describe. According to the best
information I have, the Torty acres in vellow are con-
nected at the present time with the El Paso Hatural Gas,
so that they are high pressure wells.
"all of ‘“ownship 26 South, Range 37 BEast; all of Township
26 South, Range 36 East; all of Township 25 South, Range 36
East, except the north tier of sections; the west halfl of
west half of Sections 7 and 18; all of Section 19; the west
half of Section 20; all of Sections 28, 29, 30, 31, 32 and 33,
Tovmship 25 South, ~ange 37 East. It is selieved that most
engineers and geolocists agree that the area described is
rredoninantly gas bearing, and since during the year 1939
slightly in excess of 80% of El Paso Fatural Gas Company's
takes were from that area, it should satisfy El Paso's
objection and make available to it a sufficient supply of gas.

In recommending that the above described area be temporarily
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designated as predominantly gas bearing, it is no

ct

niended

‘...Jl

that it ve temporary to the extent that it would need to be
renewed from proration period to proration period, but should
remain in force only until an investigative body can pass upon
and present evidence to the Commission as to which reservoirs
should be designated as predominantly gas bearing.

The Toregoing has to do with the control of gas production
and gas-oil ratios in o0il reservoirs. Another somewhat related
subject, the control of the production of natural gas from gas
reservoirs, also demands attention. Ior several years there
has grown up the practice of unequal gas withdrawals Irom
certain wells in the soubthern vortion of Lea County. ‘he
practice has been discriminatory, inequitable and conducive to
underground waste. In addition, the potential capacity of
natural gas wells in that area, namely, the Lynn, Cooper, Jal,
Eaves, Rhodes, Langlie, Kattix and Skelly pools is many times
the avallable gas market. For these reasons it 1is recommended
that as soon as practicable a hearing be called for the purpose
of receiving evidence regarding a proration plan for natural
gas in those pools. This is in accordance with the first para-
graph of Section 10, Chapter 72 of the Session Laws of Hew
Kexico, 1935, in which it is provided that, 'Included in the
power given to the commission is the authority: to collect
data; to make investigations and inspections; to examine pro-
perties, leases, papers, books and records; to exanine, check,
test and gauge oil and gas wells, and tanks, plants, refineries,
and all means and modes of transportation and equipment; to
hold hearings; to provide for the keeping of records and the
maling of reports, and for the checking of the accuracy thereof;

to limit and prorate production of crude petroleum oil and

natural gas; to require either generally or in particular

areas certificates of clearance or tenders in connection with
the transportation of crude petroleum oil or any products
thereof, or both such oil and products.!

It is recommended that no changes be made in the wording
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of Faragraph 22 wnich would change the meaning of that para-

craph as read into the record by Lr. Schuele. This para graph

E

whiclhh controlls the amount of gas which may be produced from
gas wells in a reservoir not designated as predominantly gas-
bearing, might be termed the most important from the standpoint
of conservation of any paragraph in the recommended order. All
the conservation effected by all of the other paragraphs could
be entirely dissipated if the provisions of Faracraph 22 were
not included. It is guite obvious that the savings of gas and
reservoir energy made possible by extensive remedial work might
easily be lost and vast quantities of o0il might be forever
trapped within the reservoir if wells producing gas only from

that reservoir are allowed to produce without restricition.

Since no reference was made in the call of the hearing

w2

]

to cianging vae slze of unilts producing zas only Irom an 0l
reserveir, it is assumed that no evidence will be received on

tihis subiect. Insofar as the size of the unit

s
¥

n regervoirs
predoninantly oil bearing is concerned, it i1s selleved thal the

gs conducted during 1935 & 1936 included adequare evidence

or the subjiect and that 40 acres is adequate and proper, whether

tihae well produce o1l or be a gas well in an oil reservoir.
with reference to the size of the unit in areas desizgnated as

predominantly gas bearing, it is recommended that this subiect
be included in the Call for the hearing with reference to the
proration of natural gas.

Hespectfully submitted

GULY OIL CCRPORATICH

(5isned) S. G. Sanderson
General Superintendent"

BY LiE. C.aGli: Hepresenting the =1 Faso Natural Gas Company, we
request that you completely ignore that recormiiendation, or
adjourn until we have time to study it.

I swear we have done our vest to try to cooperate, and
after months and months and months they spring this'thing on
us when it calls for time to study it. They have ignored two
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very important facts. ¥irst, contractual obligations of our
company; and, second, they have utterly ignored thevdrainage
of gas acreage we own and that other people own that wovnld cut
the take of gas down to roughly three thousand feet per well.
I.re llenson, representing the United States Govern ent,

nhe certainly would protest that if it was put into effect.

(D 3

said

In this area here (indicatins on map) in which we own five

erd

thousand acres of zovermment gas rights, if that recommendation
is put into effect, would completely drain the gas out of that
ares, less the three thousand odd feet in dozens and dozens
of wells. ‘'"hat is the reason we ask the Commission to ignore
that request completely, or that we be given a hearing on it
You can question anything but our good faith in this
matter, and I am going to briefly outline our situstion,
indicating we are at least in the best of faith.
vie have in that aresa contracts that have in excess of
fifteen years to run, on which we pay two cents a thousand for
gas. YWe have many contracts that have five years to run on

Wi

l.J-

ch we pay two cents for gas. “he area outlined there is
lergely an area in which we pay, under conitract, five cents a
thcusand for gas for sour gas and six cents for sweet as.
ae are drawing up right now plans for the construction of a
pressure station of sixty thousand capacity, to cost two
hundred thousand dollars. TUnder our contractual obligations --
obviously if ratable take 1s put into effect we would increase
the two cent gas and decrease the five and six cent gas, and
we would not have to pay two hundred ancd fifty thousand dollars
to complete a station right now. That is why we say nobody
could question our good faith because ratable take would save
us plenty of money.

Yle are facing existing contracts; we are facing a very
cefinite decision of the Supreme Court in the Panhandle case,
thet we cannot divide up a market. T“hese contracits were made

in 1528 when t .ere was no market. The Texas Company, the

[

ontinental Company, the Stanolind stuck thelr necks out and
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tock very firm obligations to drill a volume of wells and
didn't know whether our company could market it or notb.

Cur company risked six million dollars to start with, and to=-
day we have an investment of thirty million dellars, tTecause
those companics and our company created those marlrets, and if
it were not for the risk they took and we took, there would
not e any market. Je have had thils thing up for montiic upon
months, and here at the eleventh hour they come along with

a proposal that was never discussed with anybody, snd 1

strikes me, 1f they treat the sas business that way, we ought

at least to be ziven a heari

z
o GAAY: I am sorry ir. Cragin takes that attitude. It was my
view we were Deling quite generous with that territory from

which the El Paso Hatural Gas takes more than eighty per cent.

oh
Wwe are not up nere Lo argue about contracts. ‘When we first
started proration, there were also oil contracts that were
isnored. That proposition is not the zame as on the Fanhandle
proposition. It is an entirely different setup on the Panhnandle
were. What we are talking about at the present time is a
gas-0il ratio order. All we need do to be reasonable is to
exempt an area sufficient to produce all the zas necessary

for the market and that should satisfy immediate needs. e

can later take care of a permanent setup. The order should
indicate the areas that are to be exempted.

R SETZH: I think there is a lot of merit in Mr. Cragin's
statement. I don't believe the call was for a determination

e}

T

whether or not a certain area 1s a gas pool rather than
an 01l pool -~ I don't believe that is within the scope of
the call, and I don'®t believe that can be determined at this
hearing. I think the matter here is a hearing for a gas-oil
ratio order,and the exemption of a particular area or the
determination of whether it is a gas pool or an oil pool is
an entirely separate matter, and if brought up at all, it

should be brought up on a separate and distinct call.



iH. ZAE (Skelly): e have a number of gas wells in this par-

ticular area to the south, and naturslly we reslize there
is a considerable unratable take in some of the wells which

are selling seven million feet a day. We feel the sugrestion

made by the Gulf is fair and reasonable. %hat we are interested

a

in is conservation. We have a great many state land leases in
the liattix Pool. ile have leases not far away from the El
Paso's, and where they have taken four million feet of gas

the bottom hole pressure on the leases show a decline of about
forty pounds a monthe. This is not a suggestion to consider
what 1s gas and what is oil areas. I don't see how the
Commission could consider, at this hearing, and make a

1

determination as between gas and oll areas. And I feel the
sugrestion made by the Gulf leaves the gas company open to
run their affairs to the south, and if the royalty owners are
satisfied, what is Deling done may not be the business of the
0il companies, still it must look this way: There are state
cases that are suffering from the large volume of gas being
taken out of adjacent leases. (Certainly I don't see how the
Cormilssion can decide those leases are in a gas belt or an
01l belt unless there is some evidence put in to show vou
do have a fair division line. Ve are certainly vitally con-
cerned when bottom hole pressure goes off forty to fifty
rounds. e are vitally concerned from the standpoint of
conservation. 7Tie certainly think, after all the years that

withdrawals have been made ~- the total of the past wears is

Y

135,300,000 feet -=- it is up to the point where some control
souls Le exercised. e do not desire to do injury to the

X1l Paso. %We all appreciate that the :jas market has expanded,
anc that sooner or later the gas will be depleted. ‘ie are
concerned about the future. Are we going to sit back, on
state lesses, and have no sale for gas and have a few leases,
owned by one particular company, drain everything? e doubt
if the people who wrote the state law of Mew lexico planned to

let three or four leases drain the entire area. The State of



liew ilexico and every goverrnument institution, when they see

4

the records, would say there should be some fair divicione.
2 o

[

It ig a thing that 1s serious, and lir. Cray's letter recomrmends

o

method of operation whlch means that gas wells will drain

°

the reservolir to aboult the same extent the oll wells do. I
con't think geologists can clearly separate gas and oil wells --
they are pretty much intermingled -- nobody lkmows until the
wells -- the reservoirs are proven. llany gas zones produce
cil on the edges. I would say it is a very serious condition
to see large volumes of gas taken out through oil fields,
through leases, that lowers the reservolr pressure and cause

a lack of recovery of the oil. It certainly is not air to
let one well take out two million feet, and another well have
no market at all., e think, from a strict construction of the
rules -~ all of the rules were approved -- worked on for
mbnths in some instances, and everybody sald they were satis-
fied -~ then they were written for presentation to the Comn-
mission -- surely after all these months of work, they should
be approved when there 1is no objection by anyone but the Cas
Companye. L think the oil operators feel they should be put
through as originally recommended.

As far as lMr. Seth's statement is concerned, if the
Commission is goinz to let eizhty or a hundred acres be
classified as gas areas, you might as well throw conservation
measures out of the window and say you cannot make any effort
to correct waste and see that all get a fair share. At this
time the oil operators are not telling the gas operators how
to run their business. They are making a fair subdivision --
that gas wells be allowed to drain the reservoir to about the
same degree that o0il wells do., I don't think there is any-
thing unreasonable about that.,.

2o far as the size of the unit is concerned, the unit for

the oil area has been forty acres. A good many wells have been

plusged back and made into gas wells eventually. That is
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roing to prolong the life of E1 Paso's area. If you are

C
G

goine to establish the size of the unit, and I don't see any
necessity to do that, unless you recognize the fact that the
state at this tire does not require gas to be taken ratably.
Kany wells take ten times their share, and many wells are
not producing at all. ‘hy should an operator complete a well
vhen ne has no market?
We feel the Commission should give fair consideration
to the fact that the rules have been approved by the operators.
So far as the Skelly 0il Company is concerned, we will

object to any allowance given gas wells up through the irattix
area, wnere, at the present time, pressure is going off fast.
Some of those leases are state leases. Surely the state 1is
concerned about the recovery of oil on their own leases. e
feel that through that area the gas wells must be restricted.
I they are not, we would say all the gas-oll ratio talk is
o no benefit to anybody.

BY KR. CRAGIW: Ve are talking about this area north of this
suscested line between gas and oil areas. About forty million
feet a day, on an average, we are taking in this Hobus plant
recently constructed. They are blowing in the air seventy
million feet a daye. Who 1is wasting the pressure, us or the
o0il operators? They are dissipating this energy about two
for one in the production of oil. How do they do it? Eight
million feet a day they burn in a flare, and there has bDeen
as many as two hundred flares a day burning. This recommenda-
tion ignores the extent to which the energy is being dissipated
by oil operators, and not the gas.

BY I'R. HAE: Speaking of casing head gas, that is turned over to
the E1l Paso Natural, and the residue is blown in the alr at
their plant. If they can make a ma—ket by boosting it in the
line, the oil operators would approve, but no individusl
operator could do that. That is primarily the work of a casing
head plant, which the El Paso has. Surely, if there is any
steps to De taken in regard to that, it is the duty of the
El Paso to take more of the gas that is blown in the air.

-11-



That is what the El Paso could do by putting a booster plant
in, and use that. It is going to prolong the life of the
fields It is to thelr advantage to do so. 30 far as the
cas that is blown in the air at the casing head plants, pro-
bably in time the E1 Paso will gradually take care of that.
we are all in the same boat, trying to conserve, and to make

as much money as we cane I would gladly see the El Paso

make progress, and we would be glad to make some ourselves.

I anyoody can see the trend of the times, they Iknow we will

approach a time when probably some further steps will have

to be talken.

I have heard talk of the Consolidated Gas case. I have
been involved in cases where that question was Involved, and
many capable lawyers and the »ederal Courts have construed
the statutes in regard to that. That is a case where the
gas company owned 80% of the acreage, and other people de-
maded a share in the market. 1In that case they could not
male the Consolidated share their market. That has nothing
to do with waste of reservoir energy in the oil pools. It
has nothing to do with every operator being given a fair share
of the gas and oll under their tract, which the State of Iew
llexico has done so far as the oil is concerned, but not the
ZasS.

BY KR. GHAY: I would like to ask a guestion in reference.to that.
In that case the Consolidated controlled 809 of the acreage?

BY ¥R. 14E: B80% of the proven acreage, and their take a day was

BY MR. GHAY: That 80%, taking their market, was only about 20%
produced?

BT IR. ZAK: That is right.

BY ¥MR. GEAY: It was a very different proposition. They were not

draining other areas?

koot L2 w)
DYy i

That is righte. I might say further, in the Henderson
case, the Federal Court, in the State of Texas, had a right to,

and Henderson was compelled to share the market with other
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wells. In the State of Texas, in the sour gas areas, the
tete does have the rizht to prorate gas.

BY VR. GRAY: As far as we are concerned, we certainly do not want
to make it difficult for the El1l Paso Natural Cas Company. They
have sone into this area and have made a market. In exempting
this particular area where, in 1939 their takes amounted to
804 or more of the total takes of the E1 Faso Katural, it was
assuned that would talke care of their needs. Iir. Cragin
mentioned a section that should be exempted from any gas-oil
ratio control, a section that is essentially gas. I Dbelleve
the Yates area, ranging from llonument clear to the state line
to the south, is actually predominantly gas bearing, and
could at this tine be exempted from the gas order. The only

ifficulty is to determine which wells should be exempted.

BY iR. CRAZIN: I want to go on record as stating we subscribe

1009 to the fact that no one should be psrmitted to draw four
or five million feet a day from a well and surrounding areas
draw nothing bvecause they do not have a market. I don't want
to have anybody have the impression we have any other idea

than just thet. DBut 1f you are going to divide the area by
arbitrary line, we are cntitled to draw gas equal to the amount

of gas belng drained from the surrounding areas. If this

(“2

recormendation is considered, we would like the opportunity
of offering an amendment to paragraph -- 23 I think 1t is --
22 and 23, that would permit an operator to draw off gas fronm
any area in proportion to the ccreage that gas is being with-
crawn ancd the production of oil, in the surroundin. areas.

~

BT Idi. GRAY: Iir. Chairman: There 1s a map here -- I didn't intend

:

it to e an exhibit -- it is merely information as I hiave been

aple to obtain it. The yellow areas on this map I believe are

conrected to the El Faso NWatural Gas Company's lines and are
procucing at this time. The green areas are units which have,
in the past, produced into the El Paso lines, but during 1940

have not sufficiently produced, and apparently are wells that

cennot now produce against pressure resistence to go into tie
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the line. The red areas are entcirely my own recollection,

»

and that ni:ht not e too good, of gas wells which are not
conriected to the line. There is a red area along the Lovm=-
ghip line of Jownship 24 between Ranges 36 and 37 -- I think
possibly that is the area Mr. Rae talked about -- I will in-
sert that in red. '

About the unratable taking o gas: Where those yellow
units are, units capable o producing gas, one nay not produce
any, the second produces 184,000 cubic feet, the next one
procuces 165,000 feet, and fto the west of that one unit pro-
duces 206,000 feet. That means that within an area, none orf
the units more than a mile apart, there is a difference between
the the number of thousands of feet taken of as ruch as 206,000

- no 1

million feet during the first seven months of 1940.

1

R. VILLIG (The Texas Cowpany): You filsd this map for the record?

P ind

#l. GEAY: I had not intended to because I was not entirely sure

of all of the information. Some of the information carme from

Iirs Staleyt's office.

Plte WILLIG: There is one thing I misunderstood: The description

o7 that line -- I believe your red area included the ik of

Sections 7 and 18, Township 25, Range 377

T

Ile GRAY: I don't believe that particular description is very

.

irmportant. I meant to include the WiWs of Sections 7 and 18.
Iowever, through an error of the draftsman, the line was drawn
throush the middle of the sections, and so far as I am con-

cerned, that line 1s no" definite enough to make any difference.

IIR. WILLIG: I would 1like to file, for The Texas Company, a

request for exemptions for fifteen wells, all of which lie in
the area suggested as a gas reservoir. These requests for
exemptions are filed under separate covers, and each folder

has a description and history of the well -=-

I5i., LIVERIIORE: I would like the wells Dby name.

oy

KR. IZLIG: (Reading) "Subject: Application for exception to

Iiew iexico Conservation Commission Order 11o. 250 and Final

1o,

COrder in this cause proposed for adoption on August 29, 1940,

-14-



Covering The Texas Company

7« L. Parker To. 1 - Eaves Pool

C. {. Shepherd No. {(a) 1 Jal Pield
C. /e« Shepherd Io. (b) 1 - Jal Field
Co /e Shepherd Ho. (b) 2 - Jal Field
C. 7. Shepherd No. (b) 3 = Jal I'ield
4

C. V. Shepherd No. ( - Jal rield
We To Lanehart Wo. 1

C. C. Cagle ¥o. (a)
C. Co. Cagle lic. (2a)
5. Ce Cagle No. (D)
C. Co Cazle Toe (D) - Rhodes Field
H. C. Koberly No. (b) 1 - Rhodes Field
e II. Rhodes lio. (&) 1 - Rhodes Field
1o 7. Rhodes Mo. (a) 2 Rrodes Field
State of W.il. "Y" No. 1 - Rhodes Field

b

Langlie Field
1l = Phodes Field
2 = Rhodes ?1eld
1 - Rhodes Field
2
)

BY IR, GRAY: TIuckily all of those wells are in the area south and
west of the red line?

BT KR, VILLIG: Tes,

BY IR. LIVERIORE: T would like to request permission to mail an
application, at a later date, for exemptlons on the same
grounds as The Texas Company have, for the Great ‘iestern
Producers, for State Ho. 1, in Sec. 16, due to the fact that

well is offset by three wells which are asked to be exempted

{=tv

n The Texas Company's application, which are either direct
or dlagonal offsets of the Great Vestern Producers' Siate A~1l.

BY . LIVINGSTCH: You will file the usual request?

BY ME. LIVERFORE: I will file a short letter by mail, but I want
that request in the record.

B i, VITDLIG: I would like to ask it be made a part of the record
that the wells for which The Texas Company is asking exemptions,
all produce from the upper gas horizons, mentioned in that
application.,.

BY FR. LIVIVGSTON: Will you clarify this for the Commission, your
requests for exemptions are from the existing order, and not
under the proposed order?

BY &, ILIIG: It covers Doth.

BY . EURZ JOHNSTONW (Thé Continental): As there are many points
in the recommendation submitted by the Gulf this morning that
are ®R® in addition to the original recommendations made by
the Operators Committee of Lea County at this past hearing ==
some of those points, we feel, might be a matter of opinion

-15-



BY

BY

BY

whe TAE:s It is a subjsct which can Dbe checked from the s

T

2. GHAY: There is one error pointed out by ir., ¥illig, but I

so far as the experts are concerned, and notl veing an expert
myself, it is i-possible for me, representing The Continental
Cil Company, to defend their interests, and we respectiully
request this hearing be continued until such time as we have
an opportunity to study the additional points brought out by

the Gulf's recommendations.

IR "AE: From the state lease record I have made a tapulation

of takes of gas, by wells, which will help to zive a ricture
of the extent, in the lattix pool, they are draining the

surrounding properties. I cagll attention particularly to
wells in the Iattix Pool where over 4,000,000 feet of :as

has been taken out. and I simply -~ that is a tabvlation that
can be checlied with the state lease records, and will help to
give the Commission a pilcture of how important it is to the
01l pool at this time to regulate the take of gas from wells

within those oill areas, and the Commission can study thée takes

of ras over for themselves,

p—

ire Cragin mentioned one other thing, and there has been
considerable talk about contracts. Ve all realize how for-
tunate the companies are that made contracts at high prices
for a considersble share of the market. We wish we had some
too. DBut I think it is recognized by lawyers -- I am not
a lawyer -- that any contracts made to sell oil or gas are
always subject to state regulations. Any state law will
take nrecedence over contracts, consequently I think arjument
or mention of contracts is entirely out of place here. As
the Comrission will remember, from the record, and as Ir. Gray
pointed out, there were many conbtracts to sell large volumes
of 0i1l, guarantees for a large daily take. ‘hose contracts

became null and void when the state started to prorate.

. LIVINGET0I: Is it your desire to introduce the tabulation?

T

ate

-~

lease record.

L ANT o
really see no difference whether that line is a quarter of a

~18=
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f

r

quarter of a mile farther west or not. With relerence to

I.x. Johmston's request that the Commission further defer the
promulration of an order on ges-oil ratios, this pariicrlar
stbject has been studied for over a year. At the »present

time there is nothling in tié Gulf's statenent requesting a
change in the proposed order submitted by the operators of

Lea County. iie merely have gone ahead and designated a
particular area which immediately would be exempted from that
order, for the purpose of clarification entirely. So that
everything in this recormmendation is beyond the proposed order

as suvbmitted by the Committee at the last hearinz held on

July 29th.

i, CRAGIN: In answer to lir. Gray's questioning the propriety

-

4

oy

=

e
e JULLLD

of my mentioning contracts, I would like to have the record
show those contracts are practically completely in interstate
cormerce, and as such, under the jurisdiction of the Federal
vepartments,

TOW: It was our understanding that the original

2}

recommendations as subnitted to the Commission, had to do

entirely with gas-o0il ratios. 1In so far as a definition of
gas reservolrs is concerned, that would be a metter eatirely
up to the Cormission, and is not a point +to be argued before
the Commission this morning. e are probably unprepared for
this argument, which is our reason for making the request that
the hearing be continued, provided these arguments go into
the vecord as supporting or defining gas reservoirs or oil
reservoirse. So far as the original recommendations are con-
cerned, we are not objecting to those, although we do not
subscribe to them entirely, but we were willing to go along
as the original recommendations were written, but il these
points brought up here this morning are to be considered by
the Commission in arriving at the.r permanent order, we would
like, as stated a minute ago, an opportunity to study those
points and be able to submit whatever me might feel necessary
to protect our interestse.

-17-



BY IRe LIVINGST0Li: Gentlemen, if you are through with your dis-
cussion as to Lea County, and so far the matters have veen
lergely discussions and arguments -~ if there 1s any further
evidence to be introduced, it might now be introduced, and
if you are through with Lea County for the time being, Eddy
County should be heard, and then any other producing areas
in the state.

BY ¥R, U LARD: TInesmuch as primarily the hearing, as I understood
it, this morning was to discuss certain specific recommendations

L

for the taking of sas-o0il ratios, and their use after taken,
I would like, in behalf of the ilumble 0il Company, to urge the
adoption of these rules as written.

In addition, we would like to urge upon the Corrzission,
as the Gulf hes urged, as I take it, that further hearings
be held to consider the whole question of allocation of pre-
dominantly gas areas. We also would recommend to the Com-
migssion that the call for further hearings be so worded as to
take in their scope the allocatlon of gas areas. e agree

Y

with Judge Seth that probably this hearing is not broad enough
to discuss those matters. e had some objections, but -=

BY KH. CIHISTIE: 1In so far as the gas-o0il ratio order 1s concerned,
we Tavor the adoption of the sugzested or proposed recommend-
ations, with the possible exception of Sec. 22. I think that
is probably one section the Commission might need nmore evidence
to suppvort, whether a ~as unit should not be larger than
forty acres. In other words, if an operator had a tract larger
than forty acres, whether on those tracts he might not be
entitled to drain 160 gcres, or 640 acres with one well -~ that
he would not be compelled to drill a well on each fort“ acres
to offset oil wells. So far as the other conditions are con-
cerned, we favor their adoption. ‘e don't see any necessity
for a continuance of the hearing so far as the gas-oil ratios
are concerned. An analysis of lir. Staley's report on remedial

work being done, will show a great deal of good is beins done.

We think the order should be made permanent as soon as possible

-
~-15~



so that this work will continue.,

BY IR, XEITILY (Phillips Petroleum Company): e would like to
urge that the general rules as proposed be adopted, and
that any speclal matters, as to gas-o0il reservoirs, be taken
up for hearing at a later date. 'We have certainly now all
discussed the szeneral rules, and I think the order should be
made as soon as possible.

Eo g (7T AL
BV IR. CIAC

i's It seems to me the only thing before this Commission
in the call for this hearing is the question of the recommended
rules for the permanent order as applying to gas-oil ratios

and certain exemptions. Cther matters should be set for

sSD

[
iy

ecial hearings at some later date.

BY ¥R. DEVWCODY: On liarch 5, 1940, George Livermore, of the (reat
‘lestern, reguested exemptions as to gas-o0il ratios on wells
Hos. 1, 2 and 3 located in the iIZ of Sec. 32, Township 23 South,
Range 37 Bast, which wells are operated by the Great ‘Jestern
Producers, Inc. The application for exemption was made by
letter to the Hon. John E. lilles. Attached to this letter is
a case history of the three wells involved, salong with the
engineer's report substantiating the claim for exempbion.
On Liarch 15, 1940, the (0il Conservation Cormission granted the
exemptions to Order lNo. 238, by letter to Iir. Livermore. Copies

~

of .8 information and the reports above menticned were

Lt

th
published on June 7, 1940, by the Lea County Cperators Com-
mittee in the engineering report entitled "Results of the
Gas-C1il atlo Survey and all Exermptions to the Cas-Cil Hatio

-

Orders llos. 233 and 250. Inasmuch as ample publicity has
been ziven as to the exemptions to the gas-olil ratio orders
on the above mentioned wells, and they have been presented

to the il Conservation Commission, and since the £11 Con-
servation Commission has granted temporary exemptions to

the orders los. 238 and 250, we urge and request that the
exemptions be granted under the permanent gas-oil ratio order

wich is to be written.

BY 171, LIVIUGSTOU: Anything further for Lea County? If not, is

~19-



there anythinz to be presented for Eddy County?

BY 1%, UGH JOHNSTOH: (Representing Continental and Loco 1ills
Operators'Comﬁittee) Due to condilitions beyond our conbrol,
in Lococ Fills they have Deen unable to make The necegssary

=~

survey to determine the Ges-Cil ratios and otvher Tactors to

2 -

be considered in thelr recommendations to the Commission

for a rermanent order affecting Eddy County. In view of

that fact, we resrvectfully request the hearing for Lddy County
be continued approximately thirty days, at which time we feel
we will be able to get the necessary information to make the
recorrzencations. I have a letter here from the Secretary of
the Loco :Pills Operators Lxecutive Committee, which I would

like *o leave with the Commmission.

Tou want that Lo aprear in the record?
the Cormission please.

T QLU B IBIT HWoe 1

"Ausust 27, 1940

2tete (il Conserva tion Comm.,
Lanuh re,

%7
iie Ry |

Gentliemen:

At meetins o7 the ixecutive Committee of the ILoco Iills
Operators Comnittee, last night, it was decided that in

view of the fact that we have been unable To run oll with any
recgularity due to pipe line congestion and hence unable to
talte gas 01l ratios and bottom hole pressures with any

-

of time in which to

I_Jb

resulerity, to ask for an extensior

3

malze our recommendations for this area.

- ~

Thanks to the cooperation of the various purchasing
comnanies and the Texas, New licxico Pipe ILine Company, this
pipe line congestion has been eliminated by the layins of a

6" line by the Texas llew lexico Fipe Line Co. and we expect

to commence taking gas oil ratios and bottom hole presiures

: the near fubure.

He
-

- -

»ith the avo . e facts in mind we respectfully ask that

the Cormilssion grant a stay of 30 days in the hearings for this

=20~
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field, or until September 29, as we feel that Ly this tine
we will have sufficient data to make intelligent recomrend-
atilons.

Yours very truly,

Loco Fills Operators Executive Corv.

by (Sizned) Fred Brainard Sec.!

TT TR aLa Ny T

Is there anything further from any other pro-

b

)

dueing area in the state whieh has not been heard from
Tiie Cormission has avthorized me to announce thei the hesaring

'y

is closed insofar as Lea County is concerned, but conbtinued to

[0}

Hovember 15th, 1940, at ten o'clock A. Ili. at the Clanritol, for
tie pvrpose of hearing Irom Eddy County and other aregs in
the state having producing wells, other than Lea County. The
operators of Eddy County have requested additional time in
order to complete bottom hole pressure surveys, anc 1t is bve-
lieved they will be ready by Fovember 15th. The Cormrmizsion,
therefore, announces that the case is, for the purposes named,
closed as to Lea County, and recezssed as to Hddy County and
to other areas, other than Lea County, to November 15%th, 1940,
at ten ofclock, 4. I

I hereby certify that the foregoing and attached twenty

and one-half pages o~ typewritten nmatter are a true, correct

and complete transcript of the shorthand notes made by e on the

29th day of August, 1940, at the recessed hearing before the
0il Conservation Commission in Case [o. 21, and by me extended
into typewriting.

Jitness my hand this 6th

y of September, 1940,
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