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OIL CONSERVATION COMMISSION 

S E A L " 

P R O C E E D I N G S 

BY MR. A. K. MONTGOMERY: Mr. Bodie and also numerous other operators 

and par t ies interested i n th is p e t i t i o n . I would again l i k e to ask i f 

there has been any formal objections f i l e d to t h i s t r p l i c - t i o n ? 

MR. CARL LIVINGSTON: None have reached the Commission's o f f i c e so fa r -

bar r ing l a t e m a i l . 

MR. MONTGOMERY: I donU know whether I would ta out of order at t h i s 

time i n asking tho Commission i s i t . prcpor to have anyone present i f 

they have formal objections, or otherwise to make i t known at t h i s 

time so we w i l l know bow extensile t h i s hearing can be. 

GOVERNOR DEMPSEY: The Commission should know something about the case 

and reason f o r the request. 

MR. MONTGOMERY: I n the f i r s t place I am here as e subst i tu te . The 

Attorney fo r the Operators couldn't be here, I am not very f a m i l i a r wi th 

the operat ion. This f i e l d south Eunice - approval was made, I might say -

heavy production and development from about 1935, held ur> p r e t t y good for 

a number of years. Of l a t e , and p a r t i c u l a r l y during the past two years, 

i t has been termed a decl ining pool - that i s i n the production o f o i l . 

At the hearing i n A p r i l 1943 t h i s pool was placed i n sub—section 2—A of 

Order No. 545, which f i x e d the gas-o i l r a t i o at £,000 Cu. F t . of gas to 

each one bar re l of o i l which couldb? produced. The resul t has been that 

since, a good many of the wells producing fa r i n exces? of 6,000 Cu. F t . 

of gas to a bar re l of o i l have been penalized. The actual we l l production 

of o i l has been grea t ly cur ta i led - I think our evidence w i l l show the 

average wel ls i n the f i e l d produce approximately 15 barrels of o i l -per day 

at t h i s t ime, because of the penalty provisions of the gas-o i l r a t i o approx­

imately there are 80 producing wells i n the f i e l d at t h i s time - some of the 

wells have been shut i n for the reason i t was uneconomical to operate them. 

This gas has a very small gasoline content, I th ink our evidence w i l l show 

i t runs about 3/10 of a gallon to each 100 Cu. Ft . o f gap. The resul t has 



been that no gas company has found i t p r o f i t a b l e to purchase gas from 

t h i s f i e l d , there are no gas gathering f i e l d , there are no gas gathering 

lines i n tbe South Eunice pool. Recently the demand for rubber and the 

experiments which have been made have shown that synthetic rubber can 

be manufactured by using t h i s channel black. The defense plant corpor­

ation has ( I am not certain of l a t e ) stated i t w i l l build r, -plant. I 

am almost certain that i s a fact. Other operators i n the f i e l d today 

are w i l l i n g to b u i l d the gathering l i n e s or purchase the gas from these 

wells. As i t - i s , a l l gas being produced i n the wells today, i n order to 

save t h i s low volume of o i l i s being dissipated, there i s no market for i t . 

The purpose of th i s application i s to amend that order No. 545 by removing 

the South Eunice Pool from Section 2-A of the order which -outs t h i s gas-oil 

r a t i o on i t and places i t i n the sub-section 2-3 of that order which en­

t i r e l y removes the gas-oil r a t i o -provisions, i f and when there i s constr­

ucted i n the f i e l d gathering lines and f a c i l i t i e s to purchase the gas now 

being produced i n tbe wells. 

GOVERNOR DEMPSEY: Mr. Montgomery I have a telegram which I received froa 

Washington - "UNDERSTAND NEW MEXIOO CONSERVATION COMMISSION IS CONSIDERING 

MAKING AVAILABLE ADDITIONAL QUANTITIES OF RESIDUE GAS FROM SOUTH EUNICE 

FIELD FOR USE IN CHANNEL CARBON BLACK PRODUCTION. CHEMICALS BUREAU, 

WAR PRODUCTION BOARDS, URGES YOUR FAVORABLE ACTION IN THIS MATTER IN 

ORDER TO RELIEVE A VERY SERIOUS SHORTAGE OF CHANNEL BLACK NEEDED IN 

THE MANUFACTURE 0? MILITARY TIRES. 

W. F. TW0M3LEY WFB CHEMICALS." 

(After "being duly sworn, Mr. D. D. Bodie t e s t i f i e d as fallows:) 

MR. MONTGOMERY: Please state your name. 

MR. BODIE: D. D. Bodie. 

MR. MONTGOMERY: What i s your connection with the South Eunice Pool? 

MR. BODIE: Chairman of South Eunice Operators Committee. 

MR. MONTGOMERY: Petitioner i n the hearing before t h i s Commission? 

MR, BODIE: Yes s i r . 

LS. MONTGOMERY: Relate to the Commission the h i s t o r y and reasons for 

f i l i n g t h i s p e t i t i o n . 

MR. BODIE: When Order No. 543 was issued i n 1943, the South Eunice 

Operators at that time made no objections to the 6,000 Cu. Ft. r a t i o 

for two reasons: ( l ) Because re had no market f o r any gas at ths-t 

-particular time, and to increase the retio or produce excessive r a t i o s 
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would have created an under surface waste. (2) The average 

p-as-oil r a t i o since then, ?n& recent ly when the new gas-oi l r=itio 

survey f o r Lea County developed, the ra t ios i n the South Eunice 

-rool have increased considerably. The r a t i o set by the Commis­

sion, i t has also developed there i s a demand f o r channel carbon 

"black i n tbe manufacture of synthetic rubber. The WPB is looking 

f o r addi t ional markets fo r channel carbon black. So the Operators' 

meeting held i n F t . Worth of a l l operators i n the pool at that 

meeting I was elected Chairman, pnd requested to f i l e n. p e t i t i o n 

w i t h tbe Commission to l i f t the present gas-o i l r a t i o l i m i t . The 

reason f o r that i s "because the producing corrrpnies could not r u t 

in p lants , and gathering l ines to take care o f the gas unless the 

l i m i t s were raised. I understand they wanted about 30 or 40 

m i l l i o n cubic feet per nay. The present r a t i o executed l e r e l l y 

only between 6 and 10 m i l l i o n . Therefore, to fu rn i sh t h i s gar and 

give the operators a chance to produce o i l , we have asked the Com­

mission to include the South "Eunice with the other non-ratio f i e l d s . 

GOVERNOR DEMPSEY: You are requesting t h i s on the basis that the gas w i l l 

"be used f o r t h i s speci f ic ^ r f l - s e , i n the event the plant i s not constr­

ucted, do you s t i l l want i t ? 

MR. 30DIE: Ho f i r , we are requesting i t be removed i f and when tie 

market develors and l ines hf,ve been ins t a l l ed fo r servicing the * i e l 

GOVERNOR DEMPSEY: The po l i cy of the Commission has been, i n these rl^-nts 

v-3 have permit ted the sale of gas f o r tbe duration plus s ix months, that 

i s the regulat ion - that i s as f a r as we wmld go und^r any circ-am?t£-nces 

at t h i s time as to the date i t may be set. 

MR. EODIE: I as not 30 sure the plant* could come i n . 

GOVERNOR DEMPSEY: Hr-ve hr>.d no trouble ?ho"t the other r i a n t s . 

MR. BODIE: I t would not only be neces=ary to i n s t a l l the p lant , 

but also hav» gathering l ine? , which would add considerably to 

the errense. Could get the carbon bl.-ck p l r n t , but don't know 

i f we could get tbe l ines i n s t a l l e d i n t ime. I n my opinion, 

however, that woula cover the gr-<s that w i l l ac tual ly be used f o r 

making carbon black, "because I don't th ink there T.ould be r. 

demand fo r i t a f t e r that t i r e . 

»jrr, po^CCMErT: I n other words, you want to produce t h i s only so long 

es there i s a market? 
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MR. 30DIS: Yes s i r . Might he f t the end. of that ported would 

"be another market f o r commercial use. 

GOVERNOR DEMPSEY: That i s why the Commission l i m i t s the period - we 

think there w i l l he a market f o r commercial u?e. That is why we have 

not made contracts longer. 

MR. 30DLE: I presume that would "bs sa t i s fac to ry . 

MS. MONTGOMERY: Any f u r t h e r statements? 

MR. BODIE: Nothing fur ther to state in regard to the app l ica t ion . 

( A f t e r "being duly sworn, Mr. ¥ . E. Scott t e s t i f i e d as fo l lows: ) 

MR. MONTGOMERY: Please stete your name. 

MR. SCOTT: f . E. Scott. 

MR. MONTGOMERY: Where do you l ive? 

KR. SCOTT: Artesia, New Mexico. 

MR. MONTGOMERY: Do you have a«v o f f i c i a l pos i t ion o r connection with 

any operators i n the South 2h.ir.ice Field? 

KR. SCOTT: Not st the prsrent t ime. 

MR. MONTGOMERY: Have you hf,d i n the rest? 

MR. SCOTT: For approximately six years I was geologist f o r 

C i t i e s Service O i l Company. 

MR. MONTGOMERY: Are you f ami l i a r wi th the geological formations i n 

the South Eunice F ie ld . 

MR. SCOTT: Yes s i r . 

ME. MONTGOMERY: When did that f i s l d f i r s t come into o i l production, 

do v*". knew? 

MR. SCOTT: The f i r s t wall wa= ^ r i l l e d i n 1329 I be l ieve . 

MR. MONTGOMERY: How msny wells i n the f i e l d todav - producing 

MR. SCOTT: Approximately 30 wells < n the f i e l d row, some of those 

"-ells ~re shut i n . 

ICR. MONTGOMERY: Do you >now the average dai ly -production i n the we l l* 

i n the area? 

MR. SCOTT: At the pr-.?er.t Vrea the svorrge production i s a-rroximately 

15 barre ls . 

ICR. M0PTGQI,13RY: Are tho wells capable of producing nore? 

MR. SCOTT: Yes s i r . 

MR. MONTGOMERY: Why aren't they producing more? 

MR. SCOTT: Limit gas-oil r a t i o at the present, t i n e , 

MR. MONTGOMERY: Is there any gathering ^sipm or market fo r the g^o 

produced f o r these wells et the present t i rp e . 



HP.. SCOTT: Uo s i r . 

MR. MONTGOMERY: Do you know the gasoline content of the gas? 

MR. SCOTT: Off-hand I don't r e c a l l th,-4: f i g u r e . 

vv, "Cf'JTG'MERY: Approximately 3/10 gal lon per 1,000 Cn. Et..? 

MR. SCOTT: Yes s i r . 

MR. MONTGOMERY: Can gasoline economically produce gas wi th that volume 

of gasoline concert? 

MR. SCOTT: That being the only revenue from the f a s , I believe not. 

MR. MONTGOMERY: I n t h i s f i e l d i s i t known as a gas drive or woter drive 

that maintains your pressure? 

MP.. SCOTT: As n matter of fac t i t i s combination f i e l d , the f i e l d 

does have a d e f i n i t e gar. c?p, also has an e f f e c t i v e water drive from 

the west and sou thwe?t. 

M.R. MONTGOMERY: Do you know rhether or not there i r c. gee-oi l r a t i o 

l i m i t a t i o n on the adjoining f i e ld? 

MR. SCOTT: On the adjoining f i e l d s I believe they are, hut th i s 

f i e l d i s located i n the trend, which inns along the Test edpe c f the 

centra l basin p la t fo rm. Extends from Winkler County Texas into 

Lea County New Mexico. Other f i e l d s , J a l , Cooper, Eaves and Lynn 

f i e l d s are s imi lar to th i s f i e l d . J a l , Cooper and Lynn do not 

have l i m i t e d gas-oi l r a t i o . 

MR. MONTGOMERY: In your opinion, i f the gas-oil r a t i o l i m i t a t i o n is re­

moved as applied f o r i n th is p e t i t i o n , w i l l i t resul t i n any unavoidable 

underground waste? 

MR. SCOTT: My opinion, there would <be no sub-surface waste because 

as the f i e l d has grown older your gac cap has na tu re l ly esranded 

and resul ted i n the channel of your gas nnd actual ly --robably hes 

l e f t some o i l beck in the formation. The only rsy to recover th^ t 

o i l i s to produce your gas wi th your o i l . 

MR. MONTGOMERY: Have you any information as to base the probable amount 

of gas i n the Eunice f i e l d i f the market i s made available - the normal 

da i l y output at t h i s time? 

HR. SCOTT: About 70 m i l l i o n I believe. 

MR. MONTGOMERY: What about the reserves. Do you have any oninicn cr 

estimate as to the reserves? 

MR. SCOTT: I don't have any figure at the present time on the 

estimated reserves of the f i e l d , protably some Operators here who 

do have those f igures . 
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HR. MONTGOMERY: Approximately what is the bottom hole pressure tho-rou.g.}-,_ 

out the f i e l d of these wells? 

MR. SCOTT: Approximately 1,000 pounds at the present t i n e , estimated 

round figures average. 

MR. MONTGOMERY: I n your opinion, w i l l there he su f f i c i e n t ?as -pressure 

i n the f i e l d to recover the o i l reserve nor expected to he in the f i e l d ? 

MR. SCOTTl Yes, I believe there i s . 

MR. MONTGOMERY: That i s a l l we have to ask - i s there any other nuestions 

anyone would l i k e to ask? 

G0T3RN0R DEMPSEY: No ouestions, 

MR. MONTGOMERY: I believe that covers the situation, unless someone has 

some testimony to o f f e r . 

IS. C. 0. CRAGIN - El Paso Natural Gas Company 

I have no objections but do ha^e a statement. 

MR. MONTGOMERY: Se u-ould appreciate any statement. 

(After being duly sworn, Mr. Cragin t e s t i f i e d as follows) 

MR. CRAGIN: I understood from Mr. Bodie's testimony the r a t i o was 

set at 6,000 to 1 u n t i l they had a market for t h i s gas. I think 

t h i s i s as i t should be - we are i n a position - we would l i k e to 

buy that gas and take i t into our pipe l i n e . We have considurable 

use for t h i s and i t makes us able tc offer what we believe a very 

high price for the flare'gas. We are in a position to say would 

l i k e to take 30 m i l l i o n a dey or more from that f i e l d . I cannot make 

i t anymore definite than that for the reason i t becomes a Question of 

economics - an agreement between the operators and us. 

GOVERNOR DEMPSEY: Before the State? 

MR. CRAGIN: The present, compensation, ultimate recovery and the d o l l r r 

and cents to the operators and the result i n taxes of the state does 

not to my notion have the same interect, i s the reason I l e f t the State 

out, I think the State should come f i r s t . We wxrect to i d e n t i f y t h i s a 

i n d u s t r i a l development, interest of the war e f f o r t aid the carbon black 

s i t u a t i o n . We are i n a position to nebe use of a l l necessary compre­

ssion stations, pipe li n e s , gpsoline plants - also ideal capacity. 

Labor p e r i l s bave got to be met anyway, whether or rot we get t h i s 

gas whereby we can wit h i n a few days sipply carbon black ^ i t h 25 

m i l l i o n feet of f l a r e gas. I n the shot case of a few months, based 

on our delivery cf pipe l i n e s , w i l l t£e 40 m i l l i o n feet a day which 

i s now going to waste i n f l a r e s , and sive to the carbon black -oeorle 



for a period of f i v e years. Si:: months beyond the duration i s gen­

erous toward the carbon'black people. We have been i n touch with 

them and they say they cannot and " / i l l not make a deal imless they can 

get carbon black for f i v e or six years. 

GOVERNOR DEMPSEY: The Commission has not made any aroroval date, jus t the 

expiration as the duration plus six months. 

MR. CRAGIN: A l l I know i s what the carbon black people t o l d ns. 

Under a f i v e year contract. I f i t i s ̂ oing to take a f i v e .year con­

t r a c t , we are prepared to go fi v e years on fl a r e gas, which would 

otherwise go to waste. The only reason we ask the Commission to so 

beyond the duration and six months, we ;;re prepared to do i t , subject, 

of course, to the approval of the Commission. I might add one thing 

more - The amount of gas we take from t h i s f i e l d , the amount of gas we 

take from the f l a r i s a l l we car get into a r i p e l i n e . The amount »-e 

take from the f i e l d i s an agreement between us and the operators. The 

less the investment, the linger the l i f e of the f i a l d , and our oostc ?o 

down. I t is a question of trade between us and them as to how much 

we +eke - subject, of course, to the Commission. 

GOVERNOR D3MFSEY: The Commission recognises natural gas i s one of the most 

important things i n the development of the State. 

MR. CRAGIN: We w i l l ce r t a in ly be on your side on tha t . 

GOVERNOR DEMPSEY: That i s another reason why we have made the r u l e , the 

duration plus six months. 

MR. CRAGIN: Outside the ?,ar e f f o r t , we are bound to be, and should be 

opuosed. to the use of natural gas i n formation. I f you can get i t 

from a f l a r e we th ink that i s our in te res t , State's interest and 

Nat ional in t ere s t . 

GOVi-lRiTOR DEMFSEY: Of course the state, as you have suggested, wa.nts tc 

conserve, but we are i n the v.ur, that is the reason the Commission i s 

considering the matter at th is t ine , 

MR. CRAGIN: That i s the reason ws arc preparing to srive them 40 

m i l l i o n foet a day. 

GOVERNOR MILES* This 25 m i l l i o n feet you ta lk about coming outside th i s 

f i e l d - you are t a l k i n g about waste? 

MR. CRA.GIN: Yes s i r , i t is going to waste, 

GOVERNOR MILES: Flare gas suitable fo r manufacture of carbon black? 

MR. CRAGIN: Yes s i r - adjoining f i e l d the same s t u f f . 



GOVERNOR MILES: Ton have that now? 

MR. CRAGIN: 16 m i l l i o n now and 25 m i l l i o n "being "burned i n the c i r . 

We don't want to l i m i t the amount we say we take out of t h i s f i e l d , 

doesn't make any difference to us. We can a f f o r d to -pay "blank dol lars 

f o r so much gas. 

GOVERNOR MILES: A f t e r the gas is available now to supply the carbon black 

plant without r a i s ing th i s r a t i o , why should the Commission raise i t at e l l ? 

MR. CRAGIN: Because of the -production of o i l and our a b i l i t y to tak? 

GOVERNOR DEMPSEY: What i f we don't want you to take i t ? We are most i n t e r ­

ested i n New Mexico now. Unless we keep that foremort i n our mind we w i l l 

be i n the pos i t i on Texas and C a l i f o r n i a are i n now, the Commission's 

obl iga t ion i s to conserve f o r New Mexico so fa r as we can. Personally I aia 

not so anxious to increase the r a t i o here i f i t i s jus t to send over to 

Arizona and Texas, would l i k e to help, the states out hut we have to r ro t ec t 

our own State. 

GOVERNOR MILES: Could that 25 m i l l i o n be used fo r any other purpose? 

MR. CRAGIN: I t would take an investment to make i t useable f o r any 

purpose. I t i s now at a pressure that can be used fo r -production 

of carbon black, 

MR* MONTGOMERY: I might state i n c losing, jtist a glance at the map w i l l 

disclose about 3/4 of these wells are located on state land. At the present 

time the State i s ge t t ing no revenue from the sale of t h i s gas. I f a pipe 

l i n e Company i s permit ted to go i n there and gather t h i s gas being wasted, 

and as the market i s developed the State w i l l na tu ra l ly begin der iv ing 

some revenue from i t , 

GOVERNOR DEMPSEY: You. might say there i s a present waste that could be 

el iminated, providing a gathering system could be put i n . Not s u f f i c i e n t 

at the present time to j u s t i f y pu t t ing i n of a gathering system. 

MR. MONTGOMERY: Hot su f f i c i en t at the present time unless the gas-o i l 

r a t i o can be great ly increased or en t i r e ly removed. 

MR. .JAI-fSS MURRAY SR. I s n ' t i t true that the WPB is s t a r t i ng out looking 

f o r channel black ma.de from three hundred m i l l i o n feet? 

MR. CRHGIN:I understand four hundred m i l l i o n . 

MR. MURRAY: I s i t true t h e y * i l l need 150 to 200 mi l l ion? 

MR. CRAGIN: I am not f ami l i a r wi th that . 

MR. MURRAY: We wondered why you have not offered this before the subject 

came up. 



ICR. CttkGrIK: Mr. Twonbley cs l l ed us by telephone about three weeks 

ago, I understood he need carbon black, but tbe f t r ? t o f f i c i a l know-

ledge I had that they wanted gas i n t h i s area. We t o l d him we would 

have to engineer this th ing and c a i l him back i n two weeks, and t o l d h 

jus t what we have t e s t i f i e d here. 

MR. MUR"DAY: I s n ' t i t true t h i s gas has to be treated? You stated you had 

t h i s f l a r e gas and i t would go in to the l i n e without any expense. 

MR. CRAGIN: I d id not say tha t . 

MR. MURRAY: Just the high pressure gas back to low pressure? 

MR. CRAG-IK: Governor Miles asked. Tie could 1 that other gas be used fo r 

other purposes - I said yes i t could "be used wi th ? large ex-oense of 

HP. This South Eunice f i e l d has gas that w i l l go in to our l i n e witho 

any investment. 

MR. MURRAY: Has to be t reated and raised? 

MR. CE.ACTN: We have cadres ser stat ions ready today to take i t . 

MH. MURRAY: I was wondering why you d idn ' t t rea t t h i s at the -present time 

MR. CRAGIN: Don't t reat i t because just 70 pounds of gas and unless 

i t i c to some agent cannot do i t f o r that purpose 

MR. MURRAY: You jus t stated you had compressors to t rea t t h i s South 

Eunice ga.s. 

MR. CRAGIN: Yes s i r . 

MR. MURRAY: Won't handle your f l a r e gas? 

MR. CRAGIN: No - t h i r t y Tuiles away and eight miles from th i s f i e l d . 

MR. MURRAY: You expect to take i t to t h i s r ian t? 

MR. CRAGIN: I expect to take i t to the Eunice p lan t . 

MR. MURRAY: That i s the Ph i l l ips? 

MR. CRAGIN: Our plant that takes P h i l l i p s gas. Just got through 

pu t t i ng i n a new 4,000 HP engine. 

GOVERNOR DEMPSEY: Anybody else wish to be teard i n th i s matter? - -

The Commission w i l l take the mater under advisement and make a r u l i n g a 

l i t t l e l a t e r . 

MR. MONTGOMERY: I have one matter - the. Stanolind O i l and Gas Conroany 

d r i l l e d a w e l l sometime ago i n th." West Eunice f i e l d of Lea County, 

conroletcd i t January 15, 1945, but a blow out occurred re su l t ing i n 

- - I th ink the Commission has a l e t t e r from Mr. Seth dated February 2, 

would l i k e to have the matter taken up with the Commission. The l e t t e r 

i s as fo l lows : 
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"February 2, 1945. 

Oil Conservation Commission 
Santa Fe, Hew Mexico 

Gentlemen: 

The Stanolind O i l and Gas Company's State "P" No. 1 in 
the itfest Eunice F i e ld , Lea County, New Mexico, was completed 
January 15, 1945, f o r s. f lowing p o t e n t i a l of 351 Barrels 

of o i l i n seventeen hours. As you are aware, a blowout oc­
curred i n connection wi th fee d r i l l i n g of t h i s w e l l , and i t 
ran w i l d f o r some time. 

Up to January 28th l a s t , a t o t a l of 18,020 barrels had 
been picked up from earthen storage, while a t o t a l of Br,212 

barrels has been run to the Texas-New Mexico pine l i n e . I t 

i s an t ic ipa ted that approximately 40,000 barrels of o i l w i l l 
be salvaged from the blowout and w i l d f low. 

As the method of handling th i s over—production, we re -
ouest the Commission's permission to shut i n the w e l l u n t i l 
the overage i s made up at the current top allowable, which i s 
now 45 barre ls per day. For t h i s reason, we reouest that no 

allowable be assigned to t h i s w e l l , or i f one is assigned on 
the p rora t ion schedule, i t be so marked as to indicate that 
the we l l i s shut i n u n t i l 1he overage i s made up. 

We would l i k e to discuss th i s matter wi th the Commission 
at the meeting now published to be held on February 12th 
next . 

Copies of t h i s l e t t e r are being sent to Governor Dempsey 
and Land. Commissioner Mi les . 

Very t r u l y yours, 

/ s / J . 0. Seth 
JOS:CB 

cc - Honorable John J . Dempsey 
Governor, State of New Mexico 
Santa Fe, New Mexico 

Honorable John S. Miles 
Commissioner of Public Lands 
Santa Fe, New Mexico" 

GOVERNOR DEMPSEY: Stanolind we l l State? 

MR. MONTGOMERY: Yes s i r - They trapped the wel l that was going w i l d by 

throwing up a dike. Estimated salvage 40,000 barre ls , during that time i t 

f e l l to the ether operators to make 40 barrels over night -and continue to 

make 45 barrels a day. 

We want to keep our lease e f f e c t i v e and use un 45 barrels a day. T^is o i l 

might not be considered as i l l e g a l o i l . 

GOTERMOR DEMPSEY: I don't see any ob jec t ion . 

On th i s case No. 59, I don't see any object ion or dif ference as to the 

d i s t r i b u t i o n of ra i s ing the amount of gas to these we l l s . 

MR. CRAGIN: One ether statement - the 30 m i l l i o n of th i s ga" you 

ray is available f o r carbon black &"> a 5 or 6 year lease, i f -*e 

i f we don' t use i t now, i t i s n ' t going to do anybody any good. 
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GOVERNOR DEMPSEY: We are discussing i t , i t must be i n the South Eunice 

f i e l d , are you objecting or approving thet? 

MR. CRAGIN: I f we do not get tbe gas we' have no interest i n i t 

one way or another. I f we get the gas we want the r a t i o raised. 

GOVERNOR DEMPSEY: Then no difference as to who gets i t -

MR. CRAGIN: No, except as to the r r i c e ID what i s paid for i t . 

GOVERNOR DEMPSEY: I want to make i t clear you are i n favor of ra i s i n g 

t h i s r a t i o i n t h i s f i e l d . 

MR. CRAGIN: Yes, I think i t ought to be raised, have no other reason 

than interest to the State. I f you w i l l l i m i t the t o t a l of with­

drawal over a period of years the State w i l l get mere revenue. We are 

•ore-pared to o f f e r the sane price for 5 years and adjustment every two 

years. 

GOVERNOR DEMPSEY: We are not making the terms too long. 

MR. CRAGIN: You say 5 years is a l l we could reasonably ask for. 

MR. BODIE: I believe you stated i n your opening statement you had or 

would o f f e r South Eunice operators a market for 25 or 30 million? 

MR. CRAGIN: Depending upon exactly what price you want us to ray for i t . 

MR. BODIE: Do I understand i f you took that 25 or 30 m i l l i o n f r -m the 

South Eunice, would release of this low pressure gas be replaced with 

high pressure ga.s? 

MR. CRAGIN: Release 30 m i l l i o n to the carhon black plant, 

MR. BODIE: Could not get that without purchasing i t from us? 

MR. CRAGIN: No. 

MR. BODIE: Thank you. 

GOVERNOR MILES: I lo s t track of the rearing of one statement. Tbe less the 

amount of gas the higher the ^ r i c e you can afford tc pay — 

MR. CRAGIN: Yes s i r - The mor*» we take the higher investment and shorter 

the l i f e c f the f i e l d , therefore our costs are higher due tc the higher 

depreciation. I f the well reduces to ?C m i l l i o n against 40 " i l l i o n 

over a period of 5 years, you r i l l get just as much money. Suppose »-e 

took 4 m i l l i o n a day and i t . cost us one m i l l i o n dollars; i n t e r e s t , depre­

c i a t i o n , etc., on that one m i l l i o n dollars would be one thousand dollars 

a yoar. Then with 40 millio** a dry the l i f e of the f i e l d would be 10 

yoars, two hundred thousand a year our cost for 40 m i l l i o n . Investment of 

six hundred th.ouse.nd dollars - interest, depreciation and tsr.es would be, 

instead of two hundred thousand, dollars, one hundred thousand dollars, the 



l i f e of the f i e l d Tronic1 be increased 25$. Would reduce the depreciation 

25$, would reduce in teres t sndteres 40%, I f we pay the operators eighty 

thousand dol lars a year more, the State would ret that much more tare -

fror . i t - i s that cle?"?-

C0V.3RNCE MILES: Based on your statement, I th ink I understand. 

GOVTHEOR 7J5MPS3Y: I f that i s a l l , we w i l l close tho hearings* 

'C E E T I_ F J_ C A T E 

I , Vastie Fowler, Heporter fo r the O i l Oenservat ior 

Commission, hereby c s r t i f y that I took down the s ta te­

ments' made at the hearing held b? fo r a the Commies lor 

cn February 12, 1945, in the Matter of t h - F-Dtitior of 

the Operators of the South Eunice F ie ld , by D. E. Bodie, 

Chairman, fo r a removal of tbe gas-oi l r a t i o l i m i t no,'/ 

applied to the South Eunice F i a l d , Lea Ccur.ty, New 

Merico, and to amend the e r i s t i n g g;:?.-oil r a t i o order 

applicable thereto,I&se No. 59, and that the above 

t ransc r ip t const i tutes , to th? h»?t of my knowledge and 

b e l i e f , a true and correct oopy of a l l the oral state­

ments and exhibi ts presented, before the Commission. 

Reporter 


