BEFORE THE
OIL CONSERVATION CChMISSION
STATE OF NEW KEXICO

ROCEEDING

The following matter came on for consideration before a hearing of
the 0il Conservation Commission of the State of New Liexico, gursuesnt to
legzl notice, at Santa Fe, New liexico, on July 25, 1950, st 1C:30 4.M.

NOTICE FOR PUBLICATION
STATE OF NEW WEXICO
OIL CONSERVATION CO&MISSION

The State of New kiexico by its 0il Conservztion Commission hereby gives notice
pursuant to law and the rules and regulations of said Commission promulgated
thereunder, of the following publie hesring to be held July 25, 1950, begin-
ning at 10:00 o'clock A.K. on that day in the City of Santa Fe, New Mexico,

in the Capitol (Hall of Representatives).

STATE OF NEW KEXICO TO:

411 nemed parties in the following
cases and notice to the public:

Gase 228

In the matter of the applicztion of dmerada Petroleum Corporation to ‘dually
complete its State LT #2 well, locected in Section 36, Twp. 23S, R. 36E,
in the Langlie-llattix pool, Lea County, New kexico,

Case 229

In the matter of the application of the New Kexico 0il Conservation Commission
upon its own motion for an order correcting Order No, R-16, heretofore issued,
to exclude from the Fulcher Basin-Kutz Canyon (Pictured Gliffs) gas pool the
#/2 Section 11 and W/2 Section 14, Twp. 28N, R. 1O0W, San Juan County, New
Mexico,

Case 230

In the matter of the applicstion of the New kexico 0il Conservetion Commission
upon its own motion upon the recommendstion of the Scutheastern New kexico
Nomenclature Committee, for the creation of new pools in southeastern New
kexico as follows:

1. Create a new pool named "BROWN™ for Queen=-Grayburg production to
include all of Sec. 26-T.10S-R.26E, Chaves County, New iexico.

2. Create a new pool named "DEITON~-WOLFCAP" for Wolfcamp production
around Denton pool to include Secs. 11, 12, 13 and 14 of T.153-
R.37E, Lea County, New Liexico,

3. Create a new pool named "DEITON-LISSISSIFPPIAN?Z" for Mississippian?
production to include Sees. 11, 12, 13, end 14, of T.155-R.37E, Lea
County, New kexico.



L, Creste a new pool named "WA EN~-DRINK4"D" for Drinkard production
to include all of Sec. 28-T,205-K.3EE, Lea County, HNew iiexico.

5, OCreate & new pool named "CHISUL" for Devonlan production to include
all of Seec., 13-T.115-R.27E and W/2 Sec. 1€-T.11l3-R.2¢E, Chaves
County, ilew i.exico,

€, Create a new pool named "EAST TURKEY TRACK" for Queen production
to include the SE/4 of Sec. 1, WE/4 Sec. 12 of T.19S-R.2CE end SW/. Sec.
6, /L Sec. 7, of T. 195-R.30E, Eddy County, iew i.exico.

7. Greate a new pool named M"i4LJ 4 a%~PADDOCK" for Paddock production to
include all Sec. 19, /2 Sec, 20, of T.17S-R.32E, Lea County, New
¥exico.

€, Create a new pool named "LIGHTCAP®" for Devonian production to include
all cf Secs. 5,6,7, and £, of T.8S-R.30E, Chaves County, New kexico,

dnd for the extension of existing jools &s follows:

G. Extend the "HIUSE-SA! 4:DuZE3" pool to include the E/2 Sec. 1 and
E/2 See. 12, of T.205-R.38E, all Secs. 5,6, =nd N/2 Sec. 7 of
T.203-R.3SE for Szn 4Andres production, Lez Counbty, New ¥exico.

10, Extend the "LOCO HILLS" ool for San Andrss production to include
the W/2 Sec. A-T.lSS-R.BBE, Eddy County, ilew Mexico.

11, Extend the WENPIRE" pool for Seven Kivers production to ineclude the
S#/lL of Sec. 16, 5/2 Sec. 17, /2 Seec. 20, ¥i/, Sec. 21 of T.175-
R.28E, Eddy County, New iiexico,

12, Extend the MARTESIA" pool for Grayburg-San Andres production to
include the W/2 of 3ec. 14, W/2 Sec. 23 of T.183-R.28E, the SE/4
of Sec. 23 and E/2 Sec. 26 of T.185-R.27E, Eddy County, Few liexico.

13, Extend the "BRUNSON" pool for Ellenburger production to include the
SW/L of Sec. 27, S/2 Seec. 15, H/2 and SE// Sec. 22 of T.21S-R.37E,
Lea Gounty, New hexico,

14, BExtend the "HAXEM™ pool for basal Simpson to include the %i/2 See. 27
of T,213-R.37E, Lea County, New Lexicc.

15, ZExtend the "CROSSRCADS-PERHSYLVANIAN" pool for Pennsylvanian pro-
duction to include the S/2 Sec. 22 of T.CS-R.36E, Lea County, New
kexico,

16, Extend the "DRINKAED" pool for Drinkard production to include the
SW/4 of Sec. 25 of T.213-k.37E, Lea County, New l.exico.

17, Extend the WLANGLIE-LATTIX" pool for Yates production to include the
E/2 of Sec. 30, N#W/4 Sec. 32 of T.25S-R.37E, Lea County, Hew Lexico.

Case 231

In the matier of the application of the ¥ew ilexico 0il Conserv:ztion Commission
upon its own motion to modify, amend and restate Rule 404 of the Commission's

Fules rnd Regulations promulgated by Order Ho. €50, effective Januaery 1, 1650,
and relsting to natural gas utilizztion,

]
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Case 232

In the matter of the apslicetion of tne wew ilexicc 0il Conservation Commission
upon its own motion to mmend, modify end restate Rules 1204 and 1206, of tae
Commission's Tules =znd Regulations promulgsted b Crder No. 850, effective
Janusry 1, 1950, and relating tc methods of giving notice for hearing and
service thereof,

Given under tne seal of the 0il Conservction Commission of lew l‘exico, at
Sznta Fe, iew uzexico, on June 2¢, 1¢50, ’

STaTE OF WEN LEXICO
SERVATION COmiISSION

/s/ R. R. Spurrier
/t/ . %. SPUZRIER

BZFJRZ:
Hon, Guy Shepard, Chzsirman
Hon, X, Z. Spurrier, Secrstary

RIGISTER:

Dan ..cCocrmick, 4Attorney
Santa Fe, Hew iexico
Foer the liew exico Cil Conserv:stion Commission

Gecrge Graznam, Attorney
Santa Fe, Hew ilexico
Fcr the WHew Fexico 0il Conservstion Ccumission

G. =, Gray
xidlend, Texes
For Sinelair Cil & Gas Company

4. k. Ballou
Dzllas, Texzs
For Sun Cil Company

K. 4. Freeborn
Hobbs, New wexieo
For Centinental 0il Comzany

Gecrze w. Selinger
Tulse, CUklahoma
. For Skelly Cil Company

K. C. Brunner
Midland, Texas
For Shell 0il Company

Feymcnd 4. Lynch
lidland, Texss
For Fnilligs Petroleum Com:iany

Jaszer . Lackey
Hosvell, Hew Kexieo
For iizleco Refining Com any



wobert O. anderscn
Hoswell, liew iesico
For Lg-co Refining Comgeny

Emmelt 4. .xite
roswell, Few lexico
For Leon zd Gil Comruny
.. E. Canfield
Roswell, dew kexicc
For U. 5. Geological Survey

Glenn stzley
Hdobbs, few Texico
For Le: CQounty Ocerstors Commission

J 3

San e, I iexieo

For 3tenolind 0il Cougpany
J. U, Seth

Santz Fe, K=w Zlenice

For Stanclind (il Gompany

Ralph L. Hendrickscn
Hobbs, New I

Por Stznelin

Frank C. Burnes
Santa Fe, Ilew lexico
For Hew l.exicc (il Ccnserveticn Commission

For Kew L xico Oil Conserv.tion Commission

B. E. Kinney

irtesis, iew Llexiece

For Hsu “ezico Bureau of ..ines

ite G. 3chuehle

i-idland, Tex=zs

For Tevas Fzeifie Josgl & 01l Jompany

Peck Hardee, Jr.
k.idland, Teras
For Texzcs Pecifiec Ccul & Cil Compuny

J. Co Blackwood
ii“lsnd, Texas
For amerzd- Petrcleum Corporation

R. 5. Blymn
Hobbs, New exico
For llew ilevico {1l Conservation Commission

Faul . Colliston
Houston, Texes
For Continental




of the Sznts Fe E

C. P, iicole, Jr.
Ba”t“esville, Oklehoma
Fer Phillips Petrcleum Compeny

Justin Newman
Artesie, Hew Liexico
For Yew ilexico 0il COcnserv-tion Commission

. E., L. Betts
Fort diorth, Texas
For Gulf Cil Corporation

Charles L. Follansbee
Tulss, ‘klahoma
For Gulf Cil Corporation

John .. Kelly
“osvell, liew Lexico

LY e

For himself

J. K. Donlevy
Hobbs, New iexico
For 3Skelly 0il Company

W, L. Taylor
Jal, Kew bexico
For Bl Paso Hetursl Gas Company

B. 4. Utz
Santz Fe, Hsw l.exico
For Hew lewicc {il Conservation Coumission

(Fepcrter's Liote: The meeting was called to order in the Library

ote:
g School Building)

i
&
%

CHAIK AN SHZrd=D: The meeting will now come to order. Lr. Utz end Lr.

Kinney ilesse ccme forwar

e

4.

- e
i er

(viitnesses sworn)

DITECT EX& INATION BY L, keCOEICK:

ELVIsS &, UTZ, having been first duly sworn, testified as follows:
State your name and officiel position.
£lvis 4. Utz, engineer of the hew liexico Uil Conserveticn Commission,

dave you made a study of the mariet demand for oil in the State of New

Thet 1s right, 1 have,
was zny inforiation furnished you by the Bureau of iinest
Yes. The meriet demand for the State of iHew liexico is 150,000 barrels

day for the mcnti: of &ugust.



<. Jave you received srd corpiled noeminetions for tie varicus purcrases

for the mont: of &duzust?

4. Yes, I have.

ws snet are the totel nomirations of curcassers?

4. The total is 12S,7C¢3 barrels per day.

w. row does that figure cozpare wit: tiae figure for tue preceding month

for gurchasers' nominaticns?

4. It is & decrease of €35 barrels per day. For the purgcse of tne reccrd,
tiis possibly should be elzrif‘ed thzt 525 berrels of tie €35 barrels per day

is due to 2 duglicetion in the precedirz months,

[+]

{

Q. Then there would sctually be a decrease over the true nominations of
the preceding month, or 300 barrels?
4, 310 berrels, yes.

<. 4&nd now does tae estl ate of une
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vrevicus estimate?
4., There is zn increase of 2,000 barrels per day.

<+ In your ouinlon, what would be tie reasoneble mariket demand for oil in

L2Y]

tihe Stzte for Qugust 150
A. In ny opinion, it will be 14%Z,500 barrels per day.

Q. Liow, now much of tie demand can te wmet by the allocsted pools in norta-
eastern Lew lLexicol

4. 4ciroximately 1,000 barrels per day.

«. Then, in your opinion, the balance cf the merxet dewiand, deing 147,500,
can ve met by the zllocated pools of southneastern Few iexico?

4. Thzt 1s correct, yes sir,

<. 1Is the jotentizgl iroduction and ca.acity of 21l the weaslin in southeastern
Wew lexico grester than 147,500 barrels per day?

a. I believe it is, yes sir.

CHAIRLAN 3:Eira-D: In order to crevent waste, is it necessary tioat tne pools

Fa
3

in southeastern Wew ilexico, beirg in Bddy, Lee, =nd Chaves Counties, be

lipited in tleir groduction?



&. Yes, it is.

%. In ycur o:inion, cen tne pools of Eddy, Lea, and Ghaves Counties produce
147,500 barrels during fugust 1650 without commitiing waste?

4. TYes, they can.

wo Then, ycu recommend that tiae allowable for southeastern New iexico be set
at 147,5007

4., Thet is correct.

Q. In your opinion, how should this production be distributed?

4. In accordance with _resent rules and regulations of the 0il Conservation
Conmissicn.

<. Do you have the recommendation as to the normal unit allowable?

4. Yes, a 4S-barrel unit allowable should be given, the 147,500 for the

allocated pools.

<o

A.

4.

&nd you recomrend that 49 barrels be set as tie normal unit allowable?
That 1s what I recommend,

will the limitetiorn and proration of produetion, as you tave recocmmended,
reasonable to production rates?

I believe it will,

CHAIRMAI SH-PARD: 4ny cuestions by anyone? Tou may ve excused.

(7iitness dismissed)

E. E. KIENEY, having been first duly sworn, testified as follows:
DIRECT EXALTHATION BY ME, MeGQ-iICK:

State your name.

Ed Kinney, petroleur engineer for the liew kexico Bureau of liines.

¥r. Kinney, have you mede & study cf the market demand for oil for the

State of Few llexico?

A.

Qo

Yes

Just state in your own words tae pieture on the market demand for oil

for the coming month.

Al

The oil situaticn in New Kexico 1s thst the c¢rude oil in storage has been

reduced for a period of 33 weeks., The refined .roducts in storage are at

a low point with the demand increasing at least 7 per cent and up, from 7

per cent to 12 per cent.



G. How much has the storage decreasedi
4. 4n averace of 3,000 barrels of oil per day.
%. Do you have zn estimatedf what the reasonable marzet demand for oil in
the State of liew kexico will be for the month of August 1¢50?
4. Between 148,000 to 14%,000 barrels ger day.
(3itness dismissed)
CiaTr AN SHEPAYXD: Anyone else have anything to offer on the allowable?
If not, we will proceed with Case 228.
(i:r. Graham read order of publicstion for Case 228)
G 4Tz 4N SHEPAED: Is 4dmerada ready?
a4 VCICE: Yes.
J. C. DLACK:2UD, having been first duly sworn in testified as follows:
DI-ECT EXAL INATION BY ikd. HEeCORLICK:
4. otate your nasme and case.
4. J. C. Blackwcod of Pkidland, Texss, representing Ameradz Petroleum Cor-
roration., We are requesting permissiocn to dually complete State IKT Well
#2 in Lez County, New iexico. It is locazted in the SE/4 of the Nii/4 of
Sec. 36 T 23 S, % 36 E. NiPk, The weil at gresent is produeing oil from
35GEY to 3600!' in the Queen formetion. It was completed December 1€, 1648
with an initizl croduction of 130 barrels per day with a gas-oil rstio of
¢75 cubic feet/barrel. If permission is granted, Amersdz groposes to produce
gas from the Yates and Seven Rivers formaticns through perfor:stions from
2€30' to 3430'. 4 packer set at 3442' will prevent intermingling of fluids
from the two zones. 0il will be produced tarcugh the tubing and gas through
the casing. The Yates and Seven hRivers formztions were tested prior to
cormpletion of the well end indiczted thet they would groduce abcut 1,400,000
cubic feet of gas per day. Tne bottom hole nressure of the zas zone is
about 1250 lbs/squsre inch. The oil producing zone in the Queen formation
hes a bottom hole pressure of 700 lbs/square inch. Gas is being produced
from gas wells conpleted in the Yetes and Seven Hivers formations on ofiset

Toceee +tn the N HNE N arnd ST of the Amerads Stste 1T Iease. Permission



has been granted to dually complete three wells on leesses adjoining the

LiT lease on the South. The orders for tiese permits were iumbers 750,

201, and 825, Order h-15 gave permission to dually co:plete =z well about

one mile north of Stzte L¥T #2. Gas produced from the sroposed dusl com-
pleted well will be used to gas 1ift oil wells on the State LiTlease., Ve
will, of course, co.ply with the rules pertaining to the utilizstion of gas
well gas. The gas zone evidently is not very prolific and a duslly completed
well ap,ears to be the only economiczl way to produce the gas underlying

this lease. In addition to the otner order numbers that I have mentioned
grenting dual completion, the Amerade was granted permission to complete the
State LT #1. e apzlied for thet permission in December 1¢/8 and shortly
after that time, we were drilling «ell #2, and we tested the activity, as
stated before, of this gas zone and found it so low that we hesitated to do

s complete 71 at that time, especially since the productivity of the /1 well
wes unknown end the zeological logs made it ap.ear as if #2 would be as good
or better than #1, sc ve decided 1t was not wise to even attempt to do a
completion of #1 at that tire, and that is why it never has been done. Since
we do nave oil wells on State LT thet will aprarently recuire a future 1ift,

we wish to complete this one to get the gas there is, 4t tae present time,

G
3

tnere isn't 2z zas line so tizt we can sell the ges after it has been used

{

for the lifting. The El Peso Gas Company has stated that they are going to
put a line in there, but it isn't in yet and until such time as it is in,
why we wouldn't be able to use the gas.

<. There s no casing for gas lifting?

4. lo casing for the ges at this ti:e,

. would this gas be wasted?

4. Ko, we don't rropose to use it for gas until such tice there is a market
for it.

4. Tais ocil lies in gn area where there is gas. dHsve you tested this

well to see waetner this gas might contribute ., . . . .

4. (Int=r HWe ran a temcerature survey and there wes no indication



thet there ig & well contribuating to ik, There nas been no definite test in
any other manner cther than this,

<. Is 1t = recognized methnod of indicating the ges lesk?

A, TYes,

S 8. BLY:XN, Vew kexico 0Oil Conservation Commission, Hobbs, New lexico.
Gentlemen, well, first I wculd like to =nswer your cuestion to temperature
surveys. e have run over 200 or more in the area down there and, of course,
those temgersture surveys zre only indieative, they are not conclusive,

This particulsr well does have a very slight temperature de;ression =t a
de,tn of about 2650, It shows up markedly on thot plot but I think it was
just a jizsle of the instrument at thaet tire., There is very little evidence
rointing to LT #2 as a leaky well or any other well in that area. There

is some indication thet very little Jogzing on thet tempsrature survey may

be & jigzle in the icstrument, or it might conceivably be from gas expansion
there. 4lso, thisz #2 LI'T crater about a litile less th-n a year ago started
oroducing water cutside of the surface pipe. 4 short tice grrior to when

this well stczrted flowing weter outside of the surface pipe, & pressure of
2CGC 1bs was recorded on tre surface pize while the pressure of the west offset
#1 had 75 per cent end #1 now has in excess of 35C. There is some slight
evidence indicating that #2 might be a lezkywell, and I would like to Jake

e reconrendation thnat tests be made at the tire they make threir duael com-
cletion. I talked to ir. Blackwocd zbout that last night, and he is willing
tc suggest that recommendetion to his company.

hi. HeCUx.ICK: Do you have eny recommendaticn to dually complete this well?
(7. BLYzN: Yes, I do.

v .. MCCOZ.ICK: 3Subject to & test beirng made ot this time?

I, BLYLK: dell, I don't know whether it should be made subject to thet test
or nct. Iv would be favorable tc see to it that th-t test was made. I don't
know whetker it would be proper to put that kind of pressure on a company to

make that test or not. I will leave that to the discreticn cf tne Commission,

- 1C -



LR, ieCORKICK: Do you have any ides now much gas is lesking from the wellsin

iF, BLACKLG.D: Fo, thst is =n area embracing ap roximately 15 ito 16 sections
wnere tn:t 700 feet quarter hes pressurse in it. It is carrying gzas and it
will flow, anc it is very difficult to drill through at the moment.
ME, LieCUFICK: 1 r. Blymn, then would your recomzendation be that they
meke this duel completion?
£r, BLY:i': Yes, we would like to ses if we czn get a hole through it . . .
Yh. EeCO4ICK: Would it be a very expensive jrocedure to carry cut bir,
Blymn's recommendaticn? |
Sh. BLACKWwUD: It would be guite sn exuensive course, I am sure., I hsven't
esti ated the actuzl cost.
CHATL Jsall SHEFARD: Any further guesticns? We will proceed with Case 22¢,
(:r. Granem resd order of .ublicesticn for Czse 22¢)
FL4K C, BAwizS, after firsvu heving been <duly sworn in testified as
follows:
D1 20T ZXSINATICE BY H. keCO:L.ICK:
Q. Stete your name, please
4, Frenk C. Barnes.
Gs Do you nave any offiecisgl ;osition with the 01l Conservation Commissiont
4. Geolozist witn the Kew sexico Cil Conservation Commissicn,
%. Are you also a member of itne Horthwestern New hexico Nomenclature
Committee?
4. Thet is correct.
Q. Do you nave any recommendations to maxe to tihe case as to Case 229,
excluding the %W/2 sections mentioned in the notice from the Fulcher Basin-
Kutz Ganyon?
4. Tnet is two 1/2 sections were included in the order setting a pool beneath
Kutz Canyon., We feel it occurred as a result of zn error in typing or
copying the extent of tune pool boundsries and it ﬁas the intention that they

be exeluded =zt this time.



4. 4&nd it is your recommendation thet an order be entered excluding these
secticns frem thne poolt

4. Yes, for the present time z2nd until sufficient drilling hess extended the
south end to enter these.

%e It is your opinion thei there is nct sufficient evidence to warrant
including them in the pool now?

4., Thet is right.

CHA&I:AN SHEPA D: Does anyvody have anything elss to say zbout Case 22¢7%

If not, we will take ug Case 230,

(kr. Grzham read order of publication for Case 230)

ta)
[}

. KIFNEY, having been first duly sworn in testified ss follows:
DI-ECT ZXAUITATION BY ME, MceCOr:ICK:

4. Stzte your name, vlease.

4. Ed Kinney.

&s A&re you tue szme Ed Kinney who tastified in & previcus case this morning?

4, Yes sir.

%s A&re you z member of the Scutheastern lew iexico Homenclature Committee?

Q. Have you studied the recommendetions of tie committee &s they are outlined

%o And are you familizr with what those recomr.erdations esre

4. Tes sir,

<. A4s to recoumiendations 1 tnrough &, whicn are for the creation of new pools,
do you nave an opinion as to whether or not the ypresent evidence indicates
that the pools, as recomrended there zre constituted for reservoirs?

A. TYes sir.

e 0¥, as 1o recommendations, nusvers € through 17, which are for the
extension of existing ,.ools, do you have an orinion as to wnetner or not

there ic evidence esvailable to indicate that those common reservoirs extend

tc tie areas indicgted in fhe notice?



4. Yes sir, tre evidence wes presented at the Nomenclature meeting,
Gs and it 1s your recom:endation that tne pools 1 through 8 be granted and
paols § through 17 be extended as shown in the notice?
4. Yes sir.
CHAI. AK S4¥PAD: 4nyone nave any guestions? Does anyone have anytning to
sey on this matter of pools? I nol, you may be excused, i.r. Kinney. Next
czse,
(i’r. Graiam read order of publicztion for Case Lo. 231)
CHaIRMA&N 3-EPARD: Anybcedy heove anything to say on Case 2317
FPECK JARDEE, having been first duly sworn in testified as follows:
DITECT ZM& IWATION BY iR, HeCOHL.ICK:
e otzte your name.
4., Peck Hardee from kidland, Texss, rerresenting the Texas Pacifie Cosal
and 0il Company.
<. Do you wish tc make a statement?
4. Yes sir. We find Rule 404 is unduly restricted, There is certain infor-
mation of srtifiecizl liftirg. If these wells cannot be lifted, the gas and
cil will be irrecoverably lost. 4 uaerket for gas after it has been used to
1ift a weil, as reguired by Fule 404, is not slways evailable. The Texas
Pacific Cczl znd 0il Company has encountered tis problem in at least one
field, and we forecee tae problem in other fields. It is also true th-t
other operators are faced with thisproblem. I have here a suggested modi-

fication to Tule 404, designed to correct this situztion without unduly

L)

elezsing controls, This wmodification consists of the cnange which I will

rezd tc be added tc the present rule. " Frovided that any use not specified

ey

erein znd considered rot to be weste by the Commission will be permitted
®ithcut nearing after written a plicetion to the Commission and written
notice to zll offset operctors., Should any offset operstor object to such
rrogosed use, a hearing to consider the apglication will be held. M
CZ4Ix alY SHEPARD: Anyone else?

T Ral0RLTCKe  Your name. olease.



GEQ+GE W, SELI: GER, wit: the Skelly Cil Compsny. &bt tae last three or four
nearings in wnich this matter was brought up, I have maintained that these
orders have been rade effective as of Janusry 1, 1950, Xow, I don't know
whet .rcblen the Texas Paeific Coal & Oil Company is trying to solve with

its suggested amendment, but it is obvious that there =re two problems

always tnat have existed prior to Jsnu:ry 1, 1950 by o_erstors in gas lifting
without a market and wells subsequent to Janusry 1¢5C that operators intend
to use gss for gas lifting or oil. I felt that the Commission should enforce
these rules as of Januery 1, 1650, and I felt that the wells that have here-

tofcore been overated riormally in the way thev have been ov-erated, whethsr the
= o I 3

)

:re in line witn ;resent rules and regulations or not, should be permitted

g

to continue to be so operated by the Commission., Otherwise, the Commission
would be making these rules and regulations retroactive before Januery 1,
and I feel tugt if the Commission would make a rule to permit wells hereto-
fore completed in which manner they have been completed prior to January,
there would be no necessity for reforming the present rules =nd reguiations.
If the Texes-rzciflc Company's suggestion is to apply to wells completed
after January 1, 1950, for the use of gas for gas lifting, then we have no
objeeticr o their particular rule st all, but we feel that the Commission
snould approve gll operaticns cerried crior to January 1¢5C without necessity
of attemyting to enforce these rules retroactively agsinst them,

ii.e do 04 SEIZ: I wish to say that we were zlready in operation before the
ruies went into effeet and I substantially agree with iLr. Selinger's
recomnendations; ss o permission being granted without hearing in cases of
wells o.erating in tais manner before Janusry lst, provided nowever that

ir the event good snd sufficient cause can be shown znd waivers from all
off'set ogerstors cre effected, I taink that the Commission mey grant per-
mission witiout hecring.

CHAIRN &N 3HEPAD: 4nyone else?

ir., -AY CHL &, LYNCH, from iiidland, Texass, for Phillips Petroleum Conpany.

1

I would like to czall the Commissiont!s attention to Fule 1B which rrovids



thet the Commission mey grant permission for excertlons in certain cases
in order to grevent undue hardship. We believe that tnzt provision will
take care of any a.plications thet should be made to the Commission, and we
don't fzvor the granting of excegrtions under Rule 404 without notice of
hearing. e oselieve that this is of grester interest involved than merely
the intersst of the offset operstcrs znd that possibly the owner or persons
interest=d in the ges reservoirs shculd have the orzortunity to be heard,
and ve feel tnet no change should be made of tie rule. The eircumstances

of the rarticular case should be considered before permitting the use of

gas for gas lifting.
MR. kcCormick: Do you have an opinion as to whether or not fule 404 would
require an ogerator who had irstalled a gas 1ift prior to January 1, 1950 to
seek an exce.tion ir order tc continue with his installation?
i1, LYNCY: T haven't studied that as to whether it would be a legal require-
ment, I think that it crobably would be necessary unless the Commission
doubts sore of the group inspection. I think it is necessary for an inspection
to be made in all cases.

KR, ¥cCORVICK: There were no gas 1lifts instelled rrior to January. If

they were westeful, do you think thev shculd be permitted to continue that
rractice?
Iif. LYNCH: I think that if it is wasteful, it should be determined by a

hesrir

]
m
»

MR, MeCoICK: Well, perhaps there had been a determination?
i.%i, LYNCH: It seems to me there should be 2 formzl determin=tion as to
vhether or 1ot they =re, There may be so many cases thct you get bogged

down with the sedministrative work and e lsrge numser of hearings,

~
4

. HeCOEICKE: Do you know how many cas 1ifts there -re in Few llexico?

ot

. LYNG!: XNo sir, but I've heard there z2re a large number,

-
.

cCO=.'ICK: Do you nave an opinion as to whether or not we have any

13

leg=l gzs wells in southezstern lew liexico?

~1 Well, I thaink thet under your rules, that there probably srentt



Q
Pl

any. I think the Commiszsion should .roceed es regidly zs possible to start

thet pool, At the present time, as I understand it, there are no gas pools,
and you could zo =zhe-d and technieslly use that ras witnout violating the
Comrission's rules. It would be the Commission's duty, under the statutes,

to ~o zhead under the clerificstions.

CrAI~l &’ 3HEFLZD:  Any further cuestions? Does anyone nave anything further

i20. CULLISTCU: Ve agree with both ir. Selinger end {'r. Seth tliat both
these wells that vere gss-1iftinz pricr to Jenuary 1, 1650, with the approval

of the Commission chould be allowed to continue thet operaticn., Je also

P

acific taest where 2rrdship cases occurred

RY

agree with Stanolind zn<d Texas-
after Jenu-ry lst, thet the Commission sdort an sutomatic zrocedure either
sugrested by Stanolind or Texas-Pzcific to make esutomatic release to those
peorle after written notice and publicstion of the case nas been made to
offset o erators. I can't quite =sgree with I'r. Lyneh that offset ogerators
heve any direct irterest. If it is regulcorly sroduced cas under the present
orders or orders tiist the Commission wizv -dogt in the future, I think that

)

5 beccices £ ouestion of the off'set oserstors to be grs 1iftine 2nd not of the

wn

—

gas operaters ss to its source.

Viee BeClrI0s Tz, Colliston, suppoce soreone hed installed = gas 1ift _.rior
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without any sreclal order of the Commission wh~t would be your

.o OCLLISTS ¢ He wouldn't heve o leg:l ges 1ift operation, but he would
require o_.eclific consicderstion.

Uhe keSO LICn: eli, assume thel there was no rule prevelent rior to
J-nu-ry 1, 1€55, will you say thet he would hsve to have an exce.tion in
order ‘to continue the .roduction?

“F

F.. JOLLISTOH: Probzbly not., It would be zas used tizt the Commission would

nov nsve or that it vould adopt.

JT. SEUNTER: If we are geing to follov the Commission's rules srd reguletions

o1 tre conservotion wessures, dry gas cannot de roduced unless it is for



a useful -uricse. It carn be utilized for sorme beneficisl suricse but

thet doesn't meen common bookx ez 1ifting, or is tact tne intent of the
Gommiccinn'z rmilesy

Whe GOELISTON: Tule AQL stotes thcot zes can be used for gzs lifting as a2
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Stenclind crse would certainly come in

tre hardshi. pas cases tnel we ere talking abcut, Trere zve certain well
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volume o fluid. The =rs 1liftinz is the only prectical mesns of recovsrirg

this oil, Ceriainly, thegse wells heve 1o marset cutlet for the zeos =t the

3

present tite. If we are zllowed to continue this ope-ation, this oil is

coing to be lost /nd that is underground waste., Your zrovlem is the hard-
ship case Lo determine which will cause lesst waste. Should we 7o ahead

~rd reccver the oil =nd use th:st small volume of z=s, or should we go ahead

zrl lose itne gast Ve are nov telxins ebout the entire zas-1ifting in New

®
%4
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re talkin> sbcut a few hardshic ceses. I taing that Texas-
rreific's dntention is simply to find & relezse for those few herdship cases,
ard I thinx trnst our ir-ention shou’d be to nely thenmld

e, 22025 we feel =s does tre Thillips Petrole m Company in this matter,
I tuink thet tne csses of hardshirz ere few todev and thrt a hearing should

e neerd in every case., I think the orevators should be heard with con-
siderzticn zs to ihe evidence of tests bel g mede to Jetermine tie s.urce

of t2t rsas., I do not agree with Jontinent-1t's pocition thet the zas is
bzlence, and it is not 2 guestion
o dollare, Under the change, tre Commiscior will heve %o fecide =% a speeial
hearingz vhetner it weuld be dangerous to set up & rocedure to prevent its

recurrins oy notifying the cent orerators only. 411 operators have a

LJ.
‘J

ricot to De hesrd if they heve a guestion on it.
¥R. I'cCORMICX: UIMr. Brunner, the .roblem is ccrnfined tc zas. Some of 1it,

we coave e liv rall Ay cas9
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Ll.. uCeCOICK: Then there iz no troblem sbout utilizins the gas for gas liftingy

. 0. L, POLL4LISZEZ: For the purgose of tre record, I would like to call the
Commissicnt's citenbion three coces involving tze recuested excertions at a
hearinc eltrar the 23d or 25ta of April 1920, at vhich time these ems and oil

the

=3
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corirnies were rerresented snd I want %o ret this into the

TEL VeClAlI0h: Summerize your statermerts,
f.e FPOLLLZ5BED: T resitste to relay thnat irformetion. T merely want to state

th=t those vievs were diszcussed by the ergineer st thet meetin znd I am

o
i

afrsid to neke any further statemerts on it without first refreshine my
meicry. rfor tae vurpose of the recocrd, I do net wish to atienct to sunnierize,
" l. LeCCTlICH:r  Were you for or gesinst?

o PCEIASIEE:  Ho comment.

wove DI 1Z2VY:  We neve mace a resl endeavor, sné I am speakins of tne zroup
pcol wo zandle tris wrter pucp. Ve have made efforts to control and cut off
tae water, but 1rve been unsuccessful. Jlie tried pumping it =nd couldn't
hendie tae fluid., A1l of whien runs into 2 lot of mcnev, Finally, we went
irlo ~=e=1ifiine, In such erses, it is incressing -as production, and I
believe thet in those conditlons and tne feet that we ere needirs oil and nore
cil, tre crerctors should be given sowe corsidernticon.

D . keClulIC. s lir. Donlevy, zbout how meny gas lifts do you have?

im. 2TNLEVY:  On tis particulsr one, we n-ve two gas lifts,

i, #eCC 2 ICK: 4nd where are you getting the gresent gas?

-t

. DINLIEVY: Ly grs iz comins from the Langli=-I'atilx sool.

I3

e £eCOAICK:s  Would you have an estimste c¢f how many gas 1ift wells there
zre in scuthe-~stern New ilexico?

tn, DUSLEVY:  Off hand, I would say sbout thirty to fifty but let me get this

YC

oint over, If we c-n get the ges in, whet zood will it do%¥ I think that

1. operator who cromlses to use the ers diliczently is entitied to some con-

Ayl

jideration,

n



¥R, LeClaICK: Do vou tnink it would be unduly burdensome for the operators to
file their = glic-ticns =nd uresent evidence tc the Commissicn as to tie

i

necescity for en exceytion?

e B 7

¥, DUOLEVY: I belisve tiils, thnst if we hsve gone along with the gas lifting
for = lonz geriod of tire and the Commission was cgiven that information,

I don't see winy we should esk for &n exception, Every ogperastor acceptsgas
under C-115. I just believe thst the whole thirg should be approved.

ii. LeCUMNICI: As to Tuture operations?

L, DOULEVL:  4s to future operstions, I think it is not necessary to have

2z hernrinz, 1 think the Commissicn should judee the case in question, =nd

i7 it is in zccordsnce witn the rules, that we chould ap rove.

. MeCO.EICK: Do you thirk we should hold & hearing?
I, DILLEVY: T don't think it's thst important.

3, KeCO 'I%4:  Bub how ebout the gpeode , our texpayers., Do you think that
they w.uld demand scoroval by the Commission?

Fi. LYuGT: I want to make it clear that we are not objecting to ges lifting
as such, and kv, Donlevy nas a good case, but I think th-t the Commission,
under its rules and rezuiations should meke its order based on faets in-
troduced on evidence, and I don't see why 1t would be & very great burden
on the ogerators tc sinply present those facts at a legnl hesring and that

& justifisd exception be granted. I Uhink thst every case should be con-
sidered by the Commissicn, the evidence heard, and other cierators given an
ogportunity to present their views bpefore 2n order is in.

JF. 3ELINGER: T would like to make = recommendstion, If you reec=2ll, the
Commission is fzced witn two problems, and we are getting into the confusicn
cf it, The first groblem is th-t of the companies th t havevbeen 1lifting
prior tc Januesry lst and that is tae :roblem that would demend action now,
e heve already had four hearinrs on the ges 1ifting croblem. Gulf had

125 weils that were res 1ifting., They had some 57 wells thet were not in

line with the ruiles of thne present Rule 404, Since we have already had

these four hesrincs, snd all of these heasrings were on wells that had been



#-g 1lifting prior to Jenuary lst, ycu are coing to have a considerable num-
ber of hearincs on wells 1f you are going to require a hearing for those
gas lifting prior to Janusry, 1 think that the solution to the whole rrob-
lem is thet 1t is not the overstors thest want to gas 1ift new wells; it is
wells in which tiie operators have been gas lifting for eight, ten, to
twelve yesars, and I again reiterate that the Commissicn's work will be made
considerablv essier if we watched out for sny wells that have heretofore
been gas lifted prior to January 1, 1950, When you do taet, you will elimin-
ate tie necessity of dozens of additional hearings. 4s I understsnd it, the
Comnissicn was attempting to eclear up thet problem at this hearing teday.
Now, if you are going to take I'r. Lynch's point of view, I think that the
companies will have to file additional applications, and additional hearings
will have tc be held. I feel that if we are geing to clear up this matter,
we should break it into two parts and favor that if thre wells were lifted
prior tc January 1, 1950, and have met the req:irements of the Commission, that
trey be sgllowed to continue to do so and decide wnether a heszring is necessary
on tae wells th:t are subsequent to January lst.
¥X. LYNCZ: Those four hesrings don't cover all those wells; additional
agpplicrtions will have to be filed for those others prior to Januery lst.
4s for t.ose who alreedy filed application, they will not necessarily h=sve
to file a’?ditionel applicstions as heir hearings have already been held.
%, SELIIGER: Whaet about those fifty or sixty wells th-t were gas lifting
prior to Jenusry lst who did not file en application; will they have to file
additisnzl sppiicstion?
L%, LYIICH: Well, I think that would be a fairly simple nmatter.
C-AIRHIAL SHEPARD: We will have a2 five minute recess,

(Five-minute recess)
CHAL:AN SHEPASD: The meeting will now come to order., Anyone else have
anythine further to ssy on Case 231%
viR. BALLOU: From Dallas, Texas, fcr the Sun 0il Company. I would like to

sey thet I favcer a notice of hearing if an exception is to be granted.

. Ta T



W, eCOFIICK: What are your views on the wells that have been gas 1lifting

prior to Janu:ry 1st?

"1_‘1

.7, BALLOU: I understand hearings have already been held, and if the
GCommission hes the information hand to go ahead and act on those,

WA, MeCOREICE: Do you think that they should be allowed to continue to
ges 1ift until apnroval?

¥, BALLOU: T think temporary permission should be granted pending a

hearing.

1

"y

We NMCOOCOEMICK: Would thet result in making rules and regulaticns retro-
active, in your opinion?

YR, BALLOU: I don't see why any retroactive action has to be taken if those
compenies have elresdy veen operating without the sanction of the Board prior
to Janusry lst.,

wR, McCCOHIICL: Then, as to wells existing on Jenuary 1lst, you don't think
they need to have a heering on them?

... BALLOU: Well, I think these should have a hearing on them, yes sir,

but what I mean is that I don't think thet they should be shut down until

s hezrin: c¢-~n be held,

CHATIP. AN SJ/EPHARD: ¥r. Colliston.

12, COLLISTCON: I want to clarify my position on this. We still believe that
wells that existed crior to January lst should be granted an automstic
exception and should be allowed to continue as I'r, Ballou has pointed out,
In recommerdinz and going along with Texss-Pacifie and Stanolind that an
automatic procedure for an exzcegtion be granted, we are trying to eliminate
¢ lsrge number of hearings. Thet doesn't seem to me a too popular improve-
ment. We firmly believe in Rule 404, but if the majority of the operatoré
are not in fevor of automatic procedures, then we will go along with the
people who went a hearing for each and every case, Qur idea is to adopt a
vrocedure thzt would aid the Commission. Thet is our recommendastion, If

thnev eznnot co along with it. then we wiil retain Rule A0 ard hear everv



'2, LeCORNICK: Every case as to wells completed subsecuent to Januery lst?
... COLLISTON: Subseguent to Jenuary 1.

CHATE AN SHEPARD: Anyone else?

I’%. Gray: From Kidlend, Texas, for Sinclair 0il & Ges Compsny. We have

beern listening to some of tnese recommendations, and we believe like ¥r.
Colliston that Tule 404 should remain in effect, and the Commission hear
all excestions as a matter of the rule.

CHAIRKAN SEEPASD: A4nycne else?

¢ B, SCHUZHLE: From Hiidland, Texes, for Texas Pacific Coal & 0il Company.

I would like to ask ¥r. Colliston and I'r. Gray a questicn on their remarks
concerning hearings on each gas lifting instellation, Do you mesn all gas
1ifting instaildions or only those violeting Rule 404 s uresently written?
", COLLISTON: Only those which would violate Rule 404, I mesn with
exceptions,

im. LYNNCd: I would be willing to see tnis done. 4s a suggestion as to the

wells which were on gas lifting prior to Janu-ry 1, 1950, if the Commission

hes the information and could lease tnose wells and properties and fix a

date issuing a nctice to the effect that those wells will be permitted to

continue on gas 1lifting unless some ogerator protests in some particular

b

czse and if a protest is filed by that date, then it is a2 question of

§

whether a hearing should be held, otherwise, none will be necessary.

i, DONLEVY: As far szs the wells are concerned, they may heve a hearing,
but on ga2s, it is an open book under C~115 that every operator has that
privilege, they are available. There is no closed book on this thine, it's
an open z2nd shut case, I don't see the reason why we should backfire our-
selves. It was brought out at the tiue of the new rules arnd regulations,
and I firmly believe it was there and no one protested. I fzel that the
Comnission should support the operators and go ahead and approve those
under the blanket regulation previous to January lst, when the new rules

went into effect.



CHAI~: 8N 5%TPAiD: Anyone else? This will oe ccntinued until October 24.

(3r. Grahen re-d ord-r of publicstion for Csse 232)
i’F, LYNCZ: This cese was set under tre Commission’s own motion by my
sugrestion and I dou't have a specific proposal to make, I sinply wanted
to open tie matter up for discussion mainly because we missed & hearing or
two by not receiving sctual notice., I realize that we are governed largely
by stetutes snd that the Commission, of course, has no power to change the
statutes. The statute provides for a notice of hearing by .ublication in
the news.ape s af Santa Fe and in the newspaper of the county where the
lanc “ies or by & personal service of someone wno has been in regular court
sroezduras, and I understand the summons procedure nas not been used. The
practice nas been to publish nctices in the caper under the statute, with

ten days' notice cublicaticn prior to ti:e hearing., Of course, we cculd

~ire someone to resd tne Santz Fe newspaver every day, but trere is a delay

in getting communicstion tnrougn the mail and I thought it would be helpful
to zive a little more time, s=y twenty days! notice of publication or in

b3

addition tc the publicstion, you cculd mail ocut mimeographed copies of the
notice to all ocerators on the mailing list. In a large ccmpany, of course,
there is necessarily scme delay in getiing to the right person and in pre-
paring tc present evidence wien 2 case is set. I don't know whether it is
rezlly necessary to change the rules or not, but we certainly would like

to be assured thet we zet a notice in sufficient time tc prepare for these
nearincs,

Iine McCCwICK: kr. Lynch, ho w would you make your mailing list offieialg
LA LTGCI: Well, I think here's one trouble you weould run into, that is,
there cculd be fifteen to twenty or more people that should be on the mailing
list working for the saze compeny, and you cught to require zn oficer of
that corgany, either tne rresident or vice president, %o write you a letter

st«tineg wio is supposed to set the offieial notice end ut tirt on your



meiling list; anyone else must be a matter of convenience, bul one office
saould be designated by the company %to receive the officiel notice.

wite LCCORMICK: ‘well, whom would you ssy should be on the mailing list?
. LYNCH:s Well, I think that the operators wno sre actually operating
the vwells sre primerily cconcerned. Howeéver, I don't think you cught to
eliminste t'.e owner or anvone else who may request the official mailing
list.

7. MeGlRIICK: ‘Yould you allow all oil dealersy

WMR. LYWCH: I think thet very few would ask to be put on there. Very few
are concerned., Just the operators would be concerned and just limit it to
operators, but I wouldnft faver cutiing them off if they wented to receive
e notice., Of course, regardless of any procedure like that, you still would
be recuired by law to have a newspaper publication,

iime ..eCOFWICK: TWwould it be your idea to change the rules if due to an
error, =z notice was not made to some particular operator, ine hearing
wouid be null and void?

- .

Iite LYICH: Ko sir.

AN

¥A., NeCOIFICK: Well, would it be wrong to determine it was void?

L. LYINCH: No sir, there could be z motion for cermission of rehearing,
w%, McCLIICKk: You can file notice of rehearing without any motion.

kI, LYNCa: Well, I understand that, but it woulld be tire request of a board
or a person asking for it. If there is notning on the lease that gives

him tke right to a rehearing, you can still maike your order final. I am
not insisting that the rule be changed, I don't want to change the Eule

of order, but if we could just adout a practice or policy to get these
notices earlier, it would be very helpful to.us.

lir., #c¢CO0%ICK: 4re these notices sent to all operaters?

-
.
r—i

¥i05%: T understand the Commission is going tc take over the process.
g £ P

wfe KELLY: I would like to ssk Mr. Lynech a cuestion. How are you getting

=<

notieces in Texss s 1o the hesrircs before the Texes Comnmission®



{EK., LYNCH: The first notice is an unoffieial notice, not published,

and thet is the first thing although it's unofficial. We also receive a
mimeographed cocoy of the notice of hesring mailed out by the Commission and
souetimes it's a 1litile late., iie don't always get them in time and they
don't have anything in their ruies that requires them to send those notices

out.

2. LieCOTHICK: It is really a courtesy?
hi, LYNC:: It's a practice., I don't think there is anytiing in their rules
tnet would render their notices invalid.

CHAL:ZAN SHEPAZRD: Anything else to come before the Commission? We will

stend adjourned.
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