P. O Box 997
Roswell, New Mexiso

August 31, 1951

New Hexioo 01l Conservation Commission
Santa Fe, New Maxieo

Texns Failrosd Commission
Auatin, Texas

Gentlemen:

The United Statos of America owns the mineral rights to
many lots as delineated by Public Lend Surveys along the eastern
portion of the State of New Mexico adjoininmg the state line batafm
New Mexico end Texas., These lots extend usually oneefourth ()
mlemﬁhmmwmmum&mss:mmz,mm
sast to west, The lots vary in size fyem apg little as 2,12 sores
to more than 55,00 acres, Fedaral oil and gas leasss have been
issucd for most of these lota under the Mineral leasing Aot of
Pebruary 25, 1920 (41 Stst. 437), as amended.

In the intorest of eonservation of oll and gas, end of limite
ation in use of steel during the present emergency, it is desirable
that satisfactory arrangements be init:lam to avold drilling of un~
negessary wells, and at the smme time protest gorrelative rights and
equities involved,

This mibject vas provioualy reviewed during en informal
aonference with mambers of the two State regulatory bodies in Midland,
Texass, several years ago but no deolsions were reached., As recent
discoveries of oil and gas bave been made in Texss at looations 660
feot or less fron the stete line, some of which loeations offaset Federal
oil and gos loases, it is desirable that definite plane be formilated
to cover drilling and prorstion matters affecting theose Federal leases
at the earliest practisal date,

As a practieal spproach ic this subjeot, it appears to this
office that the Pederal leassas in New Hexico sheuld be operated and
developed consistent with the general proetices of the industyy within
How Moxico, amd so far az possible consistent with the rules and reguw
lations of the New M 041 Gonservation Commlasion. To this end
1t would seem best that b mmaller lois be communitined with the
adjoining full fOwsgre tracts to the west, Where the lots are of medium
size, possibly from 20 to 30 sgres, it may be desirable to communitie
two of suoch lots for a drilling and proration unit that would more closely



te a normal {Ow-asre unit rather than to comumdtize sueh lots
with the adjoiming 40 aores and heve an excessive smount of asresge comprise
a drilling and proration unit. The larger lots oould be considered as
accaptable units for drilling purposes,

In all oases involving individusl lots or scommunitized lots, it
would seem proper thatithe proration allowable in New Mexiso should be
ba:ed on a factor being the ratio of the aoreage of the lot or communitized
tragt to 40 acres, appliad to the normal jO=sore allowable for the partieular
pool,

The difference in praration methods between the State of Now
Mexico and the State of Taxss presents an additional problem, If legal
and subjest to reasonable sdminlstration, 1% would appear that a common
oil and gas reservoir or pool embresing larnds in the two states should be
subject te the same proration rules and reguletionsl It has been suggested
that if the pool or fisld is first diseovered and developed in the State of
New Mexico, that the sxtenaion into the State of Texss might be governed by
the New Mexiec provation sshedules ag sdoptad for that pool or field by the
Texme Railrocd Comaiseion. Idkewise, for a pool or field first discovered
in the State of Texas and later extended imte New Mexigo, the New Mexiso
portion might be governed by applisable prorsiion rules and regulations of
the Texns Rallroad Commission to be adepted by the New Mexiso 011 Conserve~
tion Comission for that partiecular poel or field,

As we must take appropriate aation to protect the Pederal interests
involved, this offlce sugpesta that the matter be given your earnest and
sarly consideration, end that we be advised of your findings,

I{ may be desirable that the two State regulatory bodies hold a
Joint open hearing on the subjest, Some informal discussiong might also
be informative and helpful, To this end I shall be glad to discuss the
subjest with representatives of both Conmissions at any convenient plasce,

having in mind either Santa Fe or Roswell, New Mexiso, Midlend or Austin,
Texas.

Very truly yours,

FOSTE: MOWRELL
0il and Gae Supervisor
Southwestern Region

ecr Hobbs
FMorrell:JMC
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STATE OF NEW MEXICO

OFFICE OF STATE GEOLOGIST
SANTA FE, NEW MEXICO

/444/ g

Ostober 31, 1951

Lt. Gen., By O, Thompson

Texnz Railrcad Coumission

State Capitol

AUSTIN - THEXAS

Dsar General Thompeoms

Enclosed ave copiss of Nev Maxioo nswvepapsrs
storise on the joint meting of the Texss Railroad

Comminsion and the Hew Mexico 011 Comservatiom Commdn-
sion vhich I thought would be of inderest to you.

Our meeting together wis most enjoyahle, and we ave
looking forward te future msetings to oarry out our
Joint regulation along the Twms ~ Nev Maxisco barder,

4

Yours very tmly,
R. R, Spurrisr

KRSy

Enel.



RAILROAD COMMISSION OF TEXAS
AUSTIN.

ERNEST O. THOMPSON November 8, 1951

COMMISSIONER

Mr. R. R. Spurrier

New Mexico 0il Conservation Commission
P. U. Box 871

Santa Fe, New Mexico

Dear Dick:

I was pleased to have the newspaper items about the
joint meeting, and I am highly gratified by the
spirit of cooperation in handling the regulation of
drilling along the borders of our states.

Again may I say vhat our visit and conference with
you was a mosl enjoyable one,

Sincerely yours

Ernest O, Thompson



FREFDOM'S OIL

An Address
before
The American Petroleum Institute

General Session, 9:30 A. M., November 7, 1951
Stevens Hotel, Chicago

By

Lieut. General Ernest 0. Thompson
Texas Railroad Commissioner

Mr. Chairman, Distinguished Guests, Ladies and Gentlemen of the Convention:

It is in the name of oil and gas conservation and for the good work of con-
servation officials everywhere that I accept with all humility this American
Petroleum Institute Industry Award. You are mest generous and kind to me., I
thank you all for this token of appreciation of my twenty years' work as a state
official in the oil and gas conservation field of endeavor in the public interest.

Appreciation is the rarest flower found in the garden of human virtues--all
the more rare is this rose of appreciation when found in the field of public
service,

Your expression of approval of my work is a source of happiness to my family
and myself. It is a joy to work when results are noted in such a fine manner.

In 192k it was my privilege to attend your Fort Worth convention. Some of
you will recall that Mr. Henry L. Doherty there attempted to explain his views
on oil reservoir behavior and its proposed control. He was not given the floor
to make a public presentation of his views to the convention from the platform,
but he did considerable presenting of his views to any and everyonc he could get
to listen to him. He was completely imbued with his theory of oil reservoir
characteristics. His was the inventive mind of the researcher. He had unbounded
enthusiasm for this theory of his about the use of gas-oil ratios and compulsory
unit operation of an oil field., It was my very good fortune to know him and to
have listened to-him with a completely open mind. It was a new and challenging
theory to me.

Because I was a good listener, Mr. Doherty gave me a lot of his time there in
Fort Worth. When the sonvention adjourned, we went down to the depot together
to take our respective trains for home, Mr. Doherty to New York and me to
Amarillo. Mr. Doherty said, "Ernest, it's not time for our train departures.
Send your grip to your pullman and you come on to my car, and we will continue
our discussion.”

I gladly agreed. The next morning when Mr. Doherty's train rolled into
St, Louis, he was still telling me about his theory of reservoir gas-oil-ratio
control. He had been talking, and I had been listening to that genius all
through the night. My baggage about that time was arriving in Amarillo.

The reason Mr, Doherty was not given the floor at Fort Worth was doubtless
because the directors of the A. P. I. did not at that time go along with his new
idea of compulsory unit operation of oil fields. It was too new. What we think
we know often blinds us to knowledge.

He did get a public forum before the American Institute of Mining and Mctal-
lurgical Engineers in New York in February, 1925.

In 1927 the A. P. I. appointed a committee under E, W. Marland as its en-
thusiastic chairmen, known as the Gas Conservation Committee meeting in
Ponca City in Secptember and again in October, 1927. This committee work re-
sulted in a paper entitled "The Function of Natural Gas in the Production of
011" by H. C. Miller, which was published by the A. P. I. in 1929.

It is in a large measure to the persistent work of Henry L. Doherty and
E. W. Marland that we owe so much today in our advance toward reservoir control.
At last we are getting conclusive results in greater oil recovery.
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How difficult it is for scicnce to forward itself even for the great benefit
of menkind!

Happily today we are not so averse to new ideas. I well remember the
troubles I had in 1932 when we shut in the East Texas Field to take bottomhole
pressures. The operators and landowners rcesisted the efforts of our Commission
in court and on the ground. But we shut in the field for twenty-one days, Dur-
ing this shut-in period the field gained 14 p. s. i. in reservoir pressure, We
opcned the field acgain at greatly reduced rates of flow, snd after three months'
opcration shut the field in egain for twenty-one days and again had the same
increase in bottomhole pressurc--thus proving a naturel law was at work in the
reservolr and available for conservation's utilization.

Todey research in your laboratories is bringing forth the newer and fuller
life for our people. Your researchers point the way to better méethods.

We have been learning how to get ever-increasing percentages of the oil in
place. In East Texas we have already rccovered 2.8 billion barrels where only
one or at most two billion barrels of o0il were expected as ultimate recovery.
We produced the last one billion barrels with an accompanying increase of 18
pounds' rescrvoir pressure., The experte now tell me We will get an additional
2.6 billion barrels from this field. This illustrates true conservation, which
means wise, efficient usc of the motivating energy in the reservoir, Conserva-
tior does not mean the hoarding of our oil and gas. It is wise use of oil and
gas cnergy. We are there pursuing sccondary recovery by reinjecting the salt
water produced with the o0il back into the reservoir on the side of water intrusion
coincidental with the primary flowing and pumping operation. The East Texas Field
wa8 twenty-one years old October 5, 1951. Today it has 11,950 flowing, and
9,579 pumping wclls producing 280,000 barrcls of oil daily.

Secondery recovery should start as soon after discovery as the producing
cheracteristics of the reservoir are known, if you are to get ever better re-
coveries. There is the conservation challenge., It is the researcher's job to
improve our reservoir-control technique,

0il for 1975

Herein lies a great untaopped reserve of oil for the future--I mean hidden oil,
left behind in o0ld thought-to-be depleted fields where not more than 15 or 20
per cent of the coil was recovered by methods then in vogue, the old unrestricted
open-iflow days., There are perhaps 75 billion or more barrels of oil in these
0ld oil fields waiting to be loosened from the rocks.

I know of an excellent example where by waterflooding a field that was about
to the point of economic abandonment--the wells having gotten down as low as
two borrels a day, and one was a five-barrel wcll--the new operators have gotten
the two-barrel wells up to 200 barrels daily and the five-barrel well is now
making 500 barrcls per day. Already in a few months this field has produced by
waterflooding more oil per azcre than was recovered in the primary flowing and
pumping stages of production over a period of twenty-one years,

In the past twenty-five years we have supplied all demands for oil and con-
stantly built up our reserves., Certainly with all your research 2nd with ever
bettor drilling and consarvotion practices in production, we can be assured that,
come 19795, you can look back with even greater pride than you take in surveying
the period 1926 to 1951. The next twenty-five yecrs can be supplied with petrol-
curs easier then the past quarter century was supplied.

Rescarch ig American tradition.

Sometimes we overlook the fact that research has been a part of American
tradition.

Benjamin Franklin on his meny crossings of the Atlentic, representing young
Ancrica, dropped a canvas bucket over the shipside several times a day, test-
ing and recording the temperature of the sea watcr at that locaction,

He read the barometer and noted its change; recorded the milenge from day to
"day, the wind directions and velocities. And then in 1786 when he had facts
enouch to warrant generalization. and leisure to organize and examine them.
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he sat down and made the first map of the Gulf Stream.

For two hundred years mariners had known there was a northeasterly current
somewhere in the North Atlantic, and that salling with it was casiler than sail-
ing against it. But it remained for our first Minister to France to carry on
the studies that made it possible to locate the current, and then--in the
spirit of the true scholar the world over--to publish his findings for the
benefit of all mankind in the Transactions of the American Philosophical Socicty.

In 1860, when Lincoln was preparing his "Cooper Union Address," he wished to
know exactly what each of the thirty-nine signers of the Constitution had said
or done relative to federal control of slavery in the territories. In the
scarch for an answer to this question, he carried on meticulous historical re-
search. When he had his facts, he presented them in such fashion that this
address, more than any other utterance or publication, sent Lincoln to the
White House and Douglas to oblivion.

Yes, the spirit of research, the spirit that "wants to know" is native to
Anerica.

Research has found a friendly climate here in this democracy of ours-- perhaps
the most congenial in the world,

0il and gas conservation

Man does not waste that which he can presently profitably use or readily
scll at a profit.

We have mony wise conservation and waste-prevention laws, rules, and regula-
tions. Our Texas Legislature, in line with the lawmakers of the other twenty
oil-preoducing states, has kept abreast with technological advances in the pro-
duction of oil and gas through the meetings of the Interstate 01l Compact Com-
mission, Full credit should go to the lawmakers and to our splendid courts.
They chart the course,

Price is the greatest conservation agent.

Do not allow this industry to be seduced by a subsidy! A fair price in a
free competitive field is the greatest incentive to prevent waste in o0il and
gas production. The better the price the more exacting can be your conserva-
tion practices,

To illustrate nmore clearly I will use the example of flare gas-casinghend
gas produced with and as an incident to oil production from oil wells.

In days past gas had no sale value beczuse there was no merket for it.

With the advent of the gas pipelines from Texas to outside markets, natural
gas began to take on market value duc to competitive market demand for this
clean, efficient, convenient fuel.

Our Commission accordingly required that this casinghead gaos be gathered
from each well to a central plant where the more easily liquefied hydrocarbons
were removed, and then we required that the gas be returned to the oil-producing
reservoir to 1ift more oil or that the gas be utilized for light or fuel or for
menufacturing or for some other lowful purpose. No oil was allowed to be pro-
duced unless the gas was saved for use,

This is pure waste prevention. The o0il industry has already spent some
$300 million erecting such conservation systems in Texas, We are saving two
billion cubic feet of gas a day and recovering 358,996 barrels daily of liquid
hydrocarbons. This is in addition to our crude production of 2,870,000 barrels
doily and 12 billion cubic feet of gas daily.

Cur market-demand statute in Texas says, "Production of c¢il or gas in excess
of market demand or transportation facilities is waste and is forbidden.” We
allow to be produced all the oil and gas that can be sold ratably and carried
on hand in storage asbove ground. This low properly administered protects the

consumer by providing plenty of crude and precvents physical waste of oil and
racAldne 9n aveoco ataraco
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I know of no business that is more keenly competitive than is the oil and gas
business in all its branches. It is an open field where anybody cen get in if
he has the money and the courage to lose it hunting for oil or refining or market-
ing it.

0il herd to find.

The search for oil is a hard one. New-discovery or so-called wildcat wells
are successful only one in nine holes., Eight out of nine efforts ore failurcs--
dry holes.

The chances of finding even a very small oil field are onc in sixteen tries.
By a very small field I mean one that would supply the United States with oil for
only four hours.

The chaneces of finding a small field are one in fifty-three. Such a ficld
would supply the United States two days.

The chances of finding 2 medium-sized oil field are one in three hundrecd and
thirty tries. Such a field would supply the United States one week.

The chances of hitting a major oil field are one in nine hundred and ninety-onc.
A major oil field 1s one that will produce over a hundred million barrels of oil
in its life,

The avercge cost of a wildecat well in the United States, including all ex-
ploratory dcvelcpments and necessory overhead expenses, is approxinately
$90,000.00. Many of them cost $500,000,00 up to $1 million, and then prove to
be dry. Only tax depletion recognition makes such efforts possible--and remerber,
the depletion comes only out of profit you make, if you meke it.

Depletion 1s the recognition that every time you take out 2 hundred barrels of
0il there is just that much less oil (capital) in your reserve under the ground.

If the people generanlly knew these feets, there would be no effort mede to
change thc law; I mean there would be no succesaful effort possible in the face
of an informed electorate.

The people are fair when they ere fully and correctly informed.

Congress oil-policy wise

Twenty-five years ago, in 1926, the Congress of the United States cnacted the
percentage~depletion law as applied to oil and gns for three purposes: First,
to assure continuing abundant supplies for an expanding economy; seccond, o as-
sure equiteble taoxation of the petroleum industry; third, to provide adequate oil
rescrves for defensec,

This wise depletion recognition on the part of Congress has accomplishced all
those purposes.

Given a continuance of the opportunity which this time-tested method has pro-
vided, in ny opinion the industry will continue to find the oil as neceded. It
will mcet the plea of the Government for =dditional oil-producing capacity to
supply the needs for defensc. Yes, we cen supply the nearly 4 million barrels
per doy for defense, great though that estimate may be. I thirk we will nced
about that much. It is safer to have plenty of oil, come war,

As further proof of the wisdom of the 27%—per-cent depletion recognition, I
should like to point out that in 1926 the oil reserves of the United States in
known fields were 8 billion barrcls, Now, twenty-five years later, in 1951, the
rcserves of the United States in known fields are 26 billion barrels of crudc
alone, plus ebout I billion more if you include natural ges, naturals, distillates
and condensates.

During this period of twenty-five years we not only net our demand but in-
creagsed the reserve in known, proven fields by 17 billion barrels in crude oil.

During these same twenty-five years there werc produced in the United States
33 billion barrels of crude oil. Now ponder that carefully. Twenty-five yecars
ago when the depletion recognition was established by the Congress of thce United
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States, we had in the United States only 8 billion barrels of reserves. Since
thet time we have produced 33 billion barrels to meet current demand, and now
find ourselves with reserves of 26 billion barrels in the ground in known fields.
I do not believe that stronger proof could be made as to the wisdom of the
275-per~cent depletion., It works. It furnishes the proper incentive. It is
dependable. It should not be tampered with.

Let the consumers know that depletion makes certain a long, ample supply of
good gasoline at a low price.

Gasoline cheap and better

The avcrage price today of gasoline in fifty cities, including tex, is 27.2
ccnts per gallon, Gasoline, like everything else, is cheaper ond better where
healthy, free competition prevails under a private-capital-ownership systcm.

According to the U. S. Burcau of Labor Statistics, the wholesale priccs of all
commodities have inereased since the start of the Korean War on the average 9.9
per cent, while in the same period crude petroleum has increased only eight-
tenths of one per cent. In cther words, wholesale prices of 2ll commodities
hove gone up twelve times as much as has crude oil.

With all of the increase in demand and with a tremendously improved product,
gasoline today sells at a lower figure than it did in 1926, tax excludcd. Two
gallons of today's gasoline does the work of three gallons of 1926 gasoline.

In 1926 one bushel of No, 1 hard wheat in the Panhandle of Texas would buy ap-
proximately five gallons of gasoline. On a recent quotation, Cetober 2, 1951,
the same bushel of wheat will purchase ten gallons of gasoline. In 1926, a
1,000-pound steer brought enough moncy to purchase 360 gellons of gasoline,
while in 1951 a 1,000-pound steer will bring in enough noney to purchase 1,500
gallons of gasoline at the retail pump price of regular gaesoline. This is not
to say that the prices of wheat and cattle ere too high today in comparison to
other commodities, but it points up the fins job that is belng done by the oil
industry. Gasoline sells for about three cents per pound. What other necessity
of life can you get so cheaply?

Again may I say that this is being done under state contrcl of production by
your own state officials end by an active industry under the freec, competitive,
profit-motive system. '

It's the American way of life in action., Let's stecr clear of fcderal control
that lays o withering hand on inventive initiative. We do not want security that
stifles progress. We do not want any welfare state. All the oil industry wants
is a free opportunity in s fair field to serve the people with their oil and gas
needs at bargain prices.

We have built America by wisc and efficient use of our resources., DBy wisc
laws we have given men the opportunity and incentive to find enough oll to make
our great progress possiblec.

Never in our history has the United States been so rich, so strong, so power-
ful, and with brighter prospects of going shead for pcoce and humen freedom in
the world.

I feel that a true awakening is taking place in America today, and that we
shall in o few years have peace through strength and world cooperation.

Thank you.



ADDENDA

TEXAS CRUDE OIL PRODUCTION
1932 to November 1, 1951

Ycar Barrecls
1932 312,478,000
1933 402,609,000
193k 381,516,000
1935 375,617,368
1936 118,775,601
1937 506,066,861
1938 468,781,632
1939 476,550,095
1940 486,661,808
1941 499,208,329
1942 477,828,220
1943 587,436,107
1944 41,126,397
1945 751,045,143
1946 755,899,971
1947 816,188,478
1948 898,313,973
1949 736,626,671
1950 817,044,994
1951 to Novcmber 1

(Septermber and
October Estimated) 823,178,343
TOTAL 11,732,952,991

Thus fer in Texos in 1951:

New 011 Fields to Noverber 1 L4831
New Gos Fields to November 1 58
Total number of oil fields in Texas today: 2,602

During my service on the Texas Railrocad Cormmission, we have superintended the
crderly production of 11 billion 732 million borrels of oil.

plies ore-half of the U, S. requirements and produces

equivaelent of one million barrels per day. The Bureau of Mines'

mond for Texas crude for October was 2,720,000 barrels daily.

ently exceedcd this federal estimate so as to be sure
every denand,

Today Texas sup-
one-fourth c¢f the world
0il. Texas has 131,204 producing oil wells with o daily production of 2,864,000
barrels of crude and 358,996 other liquid hydrocarbons, which would be the crude
estinmate of de-
We have consist-
there was amplce o0il for
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Mr. Harry M. Batis
Railroad Commission
Austin, Texas

Near Mr. Batis:

W. H. Black Drilling Cespany has just sompleted E, E. Jones
A-=3 in a new pay in the Zast Hobbs Field of Caines County, Texas,
Currently the field has rules for the 3900-foot, 5900-feot, and 6900-
foot pay sones. The nevw pay is losated at appreximately L400-fest
in the San Andres section. You will recall that the Texas-lew Mexiceo
state line passes through this field and that during Ccteber, 1951, a
meeting of the Texas Kailroad Commission and the O0i1 Comservation
Commission of New Hexico was held in Santa Pe, New Maxieo, for the
purposs of considering a eourse of action should a well in a Texas
field becoms a direct offsst to a well in the same reserveir in
New Mexico.

Our records reveal that Jones A-3 is & direct offset in the
same reserveir to Aurora Gasoline Company's R, R, Navis No. 1 in Lea
County, New Mexioe, whioch was complsted during lNovember, 1951, Since
the Jones well is the first in this field in Texas to be completed in
the 3an Andres pay, it is presumed that discovery allowable rights
would be applicable until such time as the Texas and New Mexieo regu-
latory bodies can be called togesther for eonsiderstion of field rules
and allowasbles for this reservoir,

Attaghed are completion records for Jones A-3, and it is
respectfully requested that you plesse advise us: '

(1) Allowsble for Jomes A-3;
(2) Course of action to be taken to get this 4400-foot

reservoir handled uniformly in both the Texas and
New Mexico portions of the field,

TN Yours very truly,
A W, M., BLACK DRILLING COMPANY

o
: j “5!3
B ) ‘
| v Bys :!Eéééégéigqf éz, a*églvzézb&zz’//
HLL:mhg

bce: Mr, R. R..Spurrier:
This cory is being sent to you for your personal informa-
tion,

1T T v



OiIL CONSERVATION COMMISSION
3/6

SANTA FE, NEW MEXICO fz 3¢ ?

November 21, 1951

Gensral E, O, Thmm
Rsilroad Commission of Texas
State Capiiol

Austin, Texns

Dear General Thompsons

Vo have just received ithe reporter's transcript cov-
ering the joint hearing on October 25, and felt
that vou probably would want t0 haws this in your
files. A copy is there{ore ensclosed for your -
tention.

Sincerely,

R, R. Spurrier
RRSinr



RAILROAD COMMISSION OF TEXAS
AUSTIN

ERNEST O. THOMPSON

COMMISSIONER November 26, 1951

Mr. R. R. Spurrier

New Mexico 01l Conservation Commission
P. O, Box 871

Santa Fe, New Mexico

Dear Dick:

lhanks for sending me the copy of the reporter's
transcript covering our joint hearing of October 25,
I deeply appreciate your sending this transcript to
me, and I have put the matter on the agenda of the
Legal Committee for consideration and report of the
Interstace 0il Compact meeting in Little Rock, Arkan-
sas, December 11,

With highest regards, and asking to be remembered
to Governor Mechem and Guy Shepard and yourself, I
am

Sincerely yours

AL

Ernest O. Thompson
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GENERAL OFFICES, 35 EAST WACKER DRIVE,CHICAGO,

TEXAS PRODUCING DIVISION
P. 0. BOX 2107
FORT WORTH 1, TEXAS

Railroad Commission of Texas INSY.
Austi e
te A. M. Barbeck =y

tion Ceommission
2 g 7 lew Llexico
éuh ntion: YMr, R. R. Spurrier.”

Gentlemer

A joint Hearing of the Texas Aailroad Comaission and the
Mow Mexico Conservabion Commission was held October 25, 1951, to take
under concideration those fields which were productive in both states.
The hollarhide Fields were cited as one case whers anparently the same
fields are produced in both States. The thought was expressed that
when suf{icient development had been had on the New Mexico side to
show the charactesristics of the fields another Hearing would be held.

2 fe. Mexico proration schedule for August 1952, shows six
wells corpleted in the Dollarhnide, West (ElTQnouerr), three in the
Do¢1arnlue, JESt Devonian, one in the Dollarhide, West (Drinkard), and
four in the Dollarhide, west (Fusselman) Fields. At the present time,
one well in Tollarhide, West Field (Fulf 0il Corporation's Lecnard MAM
11-% completed in the Devonian) directly offsets a Devonian well in the
Dollarhide ¥ield (The Pure 0il Company's B. P. Cowden "A" 91-D}. Two
additional Dollarhide, West wells (Gulf's Leonard "A" 15-E and 16-F)
are drilling and are direct offsets to Dollarhide wells (Pure's Cowden
1AM 106-D and Cities Production Company's . P. Cowden 9-G). During
August, the allowable assigned to Devonian wells on a forty acre tract
in Yew Mexico amounted to 3,999 barrels; whereas, the allowable for a
similar well in Texas only amounted to 2,000 barrels.

Th
-
J_

Tn vizw of the additional development that has itaken place in
the Dollarhide Fields in New Mexico, and particularly those wells in the
two states which are direct offsets, The Pure 01l Company suggests that
consideratinn be given to holding a Pearing to again consider thess fields
and the promulaation of such rules and regulations as might be needed to
permit develorment and producing of these fields in a similar manner.

Yours very tpuly,

7

Jack T. Duree
‘perators, Dollarhide Fields

ALL QUOTATIONS SUBJECT TO CHANGE WITHOUT NOTICE.
ALL AGREEMENTS CONTINGENT UPON STRIKES, FIRES ACTS OF THE GOVERNMENT AND CARRIERS, AND ALL OTHER CAUSES BEYOND OUR CONTROL



Onerators, Nollarhide Fields
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wolia Petroleum Company
“ias, Texas
Lention: lr. ®. P. Kseler

Tpnble 011 and Refining Company
Touston, Texas
Attention: Iir. V7. E. Hubbard

Fuarthls 01l and Refining Company
Midland, Texas
Attention: Mr. R. S. Dewey

Cities Service 0il Company
Rartlesville, Oklahoma
Attention: ¥r. R. E. Adams

Union 0il Company
Midland, Texas
Abttention: Mr. Byron Denson

orn 01l Comvany
31 Jorado, Arkansas

Gulf 011 Corporation
Fort Worth, Texas
Attention: Mr. Mattison Taylor

The Texas Company
Fort Worth, Texas
Attention: ¥r. G. P, Brown

Skelly 0il Company
Tulsa, QOklahoma
Attention: ¥r. G. ¥. Selinger

5. eologpical Survey
evzroment of Interior

Lbs, Hew illexico

Attention: ¥r. M. D. Hurrell



P, O, Box 1838
Hobbs, New Mexico

October 15, 1951
Mr, R. S, Magruder
601 Sinclair Building
Fort Worth 2, Texas Re: Lo Cruces 069752

Deayr Sirs

The rocords of this office show that you are the owner of the
above described Federal lease embracing Lots 1 and 2, section 33, T,
24S, R. 3B, 14.45 acres in lea County, New Mexico and that these lends
are now gsubjeet to drainage of oill by dually completed oil wells Ho,
G~9 and G-10 Cowden of Cities Sorvice 0il Company located in the SWi
Sz and NWiSWi, section 15, Block A-52, P,S,L. Survey, Andrews County,
Texas, u4ell Ro, (=9 is rcported to haove been sompleted April 29, 1951
in the Devonian formation for an initial production of 810 barrels of
oil per day from the interval 7890-7935% and on May 13, 1951 in the
Clearfork formatiom for an initial produstion of 462 barrels of oil
per day from the interval 6535-6690', Well No., G~10 is reported to
have been completed July 9, 1951 in the Clearfork formation for an
initial production of 864 barrels of oll per dey from the interval 6608~
6754!, and on July 10, 1951 in the Devonian formation for an initial
production of 1104 barrels of oil per day from the interval 3000-8035¢,

Flease inform this offiee within 15 days of the receipt of this
letter of your intentions as to complisnee with the provisions of the
above numbered oll and gas lease and with the 01l and Gas Operating
Regulations regarding protection of the leasehold from drainage.

In view of the smallness of the tragts involved, drilling of wells
thereon may not be pormitted In ths sbsence of an acceptable showing
that the Federal interests could not be adequately protected by cammmite
izing the lots with the two ,(O-acre tracts immediately to the west. n
the interest of the comservation of steel’during the present emergency,
such ection would prewent ths drilling of unmecessary wells,

It is suggested that you mske applieation to the New Mexico 01l
Gonservation Conmission for a hearing to provide for an inecreased
allowable based on the aereage of such sormmitized tract compared to
& normal 40-more tract., Thia increased allowsble would be the interest
that you as lessee of las Cruses 069752 would have in the two wells
needed to be drilled in the E NWi, see¢. 33 to proteet that land as well
as the subject lease from drainasge by wells on the Cities Service 0il
Company, Cowden lease,



October 15, 1551 Page 2

Commmnitization agreements in general should be limited to single
drilling vnits, that is a 4O-acre tract plus a small additionsl lot.
However, if you prefey, this Department has no objection to receiving
and subzdtting to Washington for consi‘eration a singls sgreement in~
cluding two such drilling units invelving normal 4O-ecre tracts in the
aame legal quarter section plus the adjoining lots if both units are
considered proven soreage and inelude land in ths same Federsl lease,

Very truly vours,
{Orig. Sgd.) M, H, Soyster

M. He SOYBIER
District Engineer

MiSoyster:br]

ce, Roawell Office
Accountbs

60~ umker 10=19=51
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OiL CaONSERVATION COMMISSION
SANTA FE, NEW MEXICO

October 10, 1951

Mr, George W, Selinger
Skelly Oil Company
Tulsz, Oklahoma

Dear Mr. Selinger:

This is in reply to your letter of October 2 in which you
inquire whether the joint hearing of the Texas Railroad Commission
and the Qil Conservation Commission will consider sections 29 and
32, T.24 5, R.38 E, etc.

This is known as Case 316 and will consider all pools which
are situated both in New Mexico and Texas.

Very truly yours,

b3

RRS:bpw Secretary and Director



SKELLY OIL COMPANY

W. P. WHITMORE

PRODUCTION DEPARTMENT CHIEF PETROLEUM ENGINEER
J- S FREEMAN - TULSA 2, OKLAHOMA G. W. SELINGER
E. A. JENKINS OCtOber 2 1951 PRORATION ATTORNEY
" GENERAL SUPERINTENDENT 4 J. HCHlTiECFCgl':ELR?(CH

tir. k. K. Spurrier
3ox 871
Santa Fe, lew Mexico

Dear Sir:

We note that on Thursday, October 25 at 10:00
a.m, in Mabry Hall, Capitocl Building, Santa Fe, New lexico,
t.he states of New Mexico and Texas have called a hearing to
provide rules for overlapgsing fields. We are wondering whether
or not *his hearing will include the area in Sections 29 and 32,
Township 24 South, iange 38 fast, and Sections 5 and 8, Township
25 South, Hange 38 dast, which is the area designated by us as
the “est Dollarride Field,

ince we have productisn in this area we would
appreciate being advised as to the matters to be discussed at
thig Joint hearing which might affect this area.

Y very truly,

7 :

Judsdd Selinger

ce: Mr. Dunlavey
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OiL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

October 3, 1951

Mr, Foater Morrell

U. S. Geological Survey
Bax 997

Roswell, Hew Mexico

Dear ifr. Morrell:

The joint hearing of the Texas Railroad Commission and the

Fow Mexlco 01l Comservation Coomission has now been officially
set and advertised for Ustober 25, 1951, beginning at 10 o'eclock
a.n. at Mabry Hell in Santa Fe.

As we have disoussed, I am sure that all parties involved will
appreciate your attendance at this meeting in order that your
viewe and opiniona might be presented. The Commission’s regular
hearing will bs October 23, and this date of Ostober 25 was the
one consideyed most convenient by members of the Texss Commission
who plan to be in attendance, and wvas also approved by the governor
and other members of the New lMexioo Commission,

Yours very truly,

Jagon Kellahin, Attorney
JEsny

o

File: Case 316 ——"



CLASS OF SERVICE

WESTERN - (=
UNION s L

. . =Int'l Victory Ler, J -
W. P. MARSHALL, PRESIDENT

The filing time shown in the date line on telegrams and day letters is STANDARD TIME at point of origin. Time of recelptifﬁ')v'AL{DAﬁD TIME at point of destination
: RS 3%
,LA25 DA122 ' :
Ds AUBOCL PD=AUSTIN TEX 27 906A:
=J C KELLAHIN=

~ :NEY MEXICO OIL CONSERVATION SANTA FE NMEXs

This is a full-race
Telegram or Cable-
gram uniess its de-
ferred character is in-
dicated by a suitable
symbol above or pre-
ceding the address.

:RETEL SEPTEMBER TWENTY~FOURTH DATE OF OCTOBER TWENTY—~FIVE
1S OKEY FOR MEETING RAILROAD COMMISSION WILL 1SSUE NOTICES
TO ALL WEST TEXAS OPERATORS TO THAT EFFECTQ
- :JACK K BAUMEL  CHIEF ENGINEER
OlL % GAS DIVISION RR COM =

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM IT8 PATRONS CONCERNING ITS SERVICE

S



/J DOMESTIC SERVICE \ INTERNATIONAL SERVICE \
Check the class of service desired ; 1206 Check the class of service destred;
otherwise this message will be otherwise this message will be

gent as a full rate telegram . sent at the full rate
FULL RATE ' i! I II FULL LETTER
TELEGRAM SERIAL N O N RATE TELEGRAM
DAY NIGHT . . VICTORY SHiP
T\LETTER LETTER s W. P. MARSHALL, PRESIDENT N\ LETTER RADIOGRAM | /
NO. WDS,-CL. OFSVC, | PD. ORCOLL. CASH NO. CHARGE TO THE ACCOUNT OF TIME FILED

Send the following message, subject to the terms on back hereof, which are hereby agreed to R

-

ot
P

Jagk Baumel, Chief Engineer '”//’7/.= ,
' Railroad Commission of Texas ' ’

Austin, Texas

Calling joint meeting Texas-New Mexieco Commissions 10 a. m, Ostober 25, Mabtey

Hall, Santa Fe, New Mexiso. If time not satisfactory please notify at onee.

New Maxigo 01l Conservation Commission
Jason Kellshin



ALL MESSAGES TAKEN BY THIS COMPANY ARE SUBJECT TO THE FOLLOWING TERMS:

To guard against mistakes or delays, the sender of a message should order it repeated, that Is, telegraphed back to the orlginating ofice for comparison, For this, one-half the
unrepeated message rate is eharged in addition. Unless otherwise indicated an its face, this is an unrepeated message and paid for as such, in consideration whereof it is agreed between
the sender of the message and this Company as follows:

1. The Company ghsll not be liable for mistakes or delays in the transmission or delivery, or for non-delivery, of any message recelved for tra at the unr
rate beyond the sum of five hundred dollars; nor for mistakes or delays in the transmission or dellvery. or for d recelved for transmission st the repeated-

very, of any I
message rate beyond the sum of five thousand doilars, uniess specially valued; nor in any case for delays arising from unavoidabie interruption in the working of {ts

2. In any event the Company shall not be Hable for damages for mistakes or delays in the transmission or delivery, or for the non-delivery, of any message, whether caused by
the negligence of its servants or otherwise, beyond the actual loss, not exceeding in any event the sura of five thousand dollars, at which amount the sender of each message represents that
the message Is valued, unless a greater value is stated In writing by the sender thereof at the time the message i3 tengered for transmission, and unless the repeated-message rate ls paid or
agreed to be peid, and an additional charge equal to one-tenth of one percent of the amount by whieh such valuation shall exceed five thousand doilars.

3. The Company is hereby made the agent of the sender, without liability, to forward this message over the lines of any other company when necessary to reach its destination.

4. Except as otherwise indicated in connestion with the listing of individual places in the filed tariffs of the Company, the amount paid for the transmission of a domestic telsgram
or an incoming cable or radio message eovers its delivery within the following limits: In cities or towns of 5,000 or more inhabitants wiere the Compaby has an office which, a3 shown by the
fited tarifls of the Company, is not operated through the agency of a railroad company, within two miles of any open mainor branch oifice of the Company; in cities or towns of 8,000 or
more inhabitants where, as shown by the filed tariffs of the Company, the telegraph service is performed through the agency of a railroad company, within one mile of the telegraph office;
in citfes or towns of less than 5.000 inhabitants in which an office of the Company is located, within one-half mile of the telegraph office. Beyond the limits above specifled the omfnny
does not undertake to roake delivery, but will endeavor to arrange for delivery as the agens of the sender, with the understanding that the sender authorizes the collection of any additional
charge from the addressee and agrees to pay such additional charge if it is not collected from the addressee. There will be no additionsi charge for deliveries made by telephone within
the corporate limits of any city or town in which an office of the Company is located. '

5. No responsibility attaches to this Company concerning messages until the same are accepted at one of its transmitting offices; and if a message 13 sent to such office by onae of
the Company’s messengers, he acts for that purpose as the agent of the sender.

6. The Company will not be liable for damages or statutory penalties when the claim is not presented in writing to the Company, (a) within sixty days after the message is filed with
the Company for transmission in the cuse of 4 message between points within the United States (except in the case of an intrastate message in Texas) or between & point in the United
States on the one hand and a point in_Alaska, Canada, Labrador, Mexico, Newfoundiand and St. Pierre & Migselon Islands on the other hand, or between a point in the United States and
a ship at sea or in the air, (b) within 95 days after the cause of action, if any, shall have acerued in the case of an intrastate message in Texas, and (¢) within 180 days after the message is Aled
with the Company for transmission in the case of a message between a point in the United States and a foreign or overseas point other than the points specified above in this paragraph;
provided, however, that this condition shall not apply to claims for damages or overcharges within the purview of Section 415 of the Communrications Act of 1934,

7. It is agreed that in any action by the Company to recover the tolls for any message or messages the prompt and correct transmission and dellvery thereof shall be presumed,
gubject to rebuttal by competens evidence.

8. Speeial terms governing the transmission of ‘messages according to their classes, as enumerated below, shall apply to messages in each of such respective classes In addition
to all the foregoing terms.

9. No employee of the Company Is authorized to vary the foregoing,

1492
CLASSES OF SERVICE
DOMESTIC SERVICES ‘ INTERNATIONAL SERVICES

FULL RATE (FR)
The standard fagt service at full rates. May be written in any language that can be

FULL RATE TELEGRAM

A tull rate expedited service, expressed in Roman letters, or in secret language. A minimum charge for 5 words applies,
DAY LETTER (DL) i LETTER TELEGRAM (LT)
-_A d-e!e-rr- -ed servi_ce at lower than the full rate, Overnight plain language messages, Minimum charge for 22 words- applies.

VICTORY LETTER TELEGRAM (VLT)
Overnight plain language messages to armed forces oversess. Minimum charge for

SERIAL (SER)

Maeseages sent In sections daring the same day, . 10 words applies.
NIGHT LETTER (NL) SHIP RADIOGRAM

Accepted up to 2 A. M. for delivery not earlier than the following morning at rates A service to and from ships at sea. Plain or secret language may be used. Minimum
sybstantially lower than the full rate telegram or day letter rates. charge for 5 words applies. i
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OIL DDNSERVATIDN CaMMISSION
SANTA FE,'NEW MEXICO

September 21, 1951

Mr. Jack Baumel, Chief Engineer
Railroad Commission of Texas
Austin, Texas

Dear Jack:

This will acknowledge your letter of September 17 in

which you mentioned either the 23rd or 24th of October

as a date for the joint meeting for the Railroad Commission
of Texas and the New Mexico Oil Conservation Commission

to consider certain pools which overlap between New Mexico
and Texas.

1 have checked with both commissioners here and we feel
that it would be suitable to call the hexring for October 23,
which is our regular hearing day, but we will set the joint
matter down for 2 o'clock, whereas we can dispose of the
regular items before us at ten. So, {f the Commission
agrees - meaning your Commission, we will advertise a
hearing for two o'clock on the 23rd day of October.

Very truly yours,

R. R. Spurrier
RRS:nr
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0L CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

September 14, 1951

Mr. Foster Morreil

U. 8, Geological Survey
Box 997

Roswell, New Mexico

Dear Sir:

This will acknowledge your letter of August 31, 1951, i
which you address the New Mexico Oil Conservation Com-
mission and the Texas Rzilroad Commission referring to
lots on the eastern boundary of L.ea County and the state
of New Mexico which adjoln oil-producing lands of West
Texas.

I have discussed the matter of a joint hearing with William

J. Murray, jr., and Jack Baumel of the Texas Commission.
It is my understanding that the Texas Commission would pre-~
fer « hearing in Santa Fe some time in October for the pur-
pose of considering the problem of the lots which you have
mentioned. We have not yet reached an agreement for the
date, but when we do, we will forward a letter of announce-
ment {o your office,

Yery truly yours,
R. R. Spurrier
RR“inr

cc: Mr, Wm, J. Murray, jr.
~ustin, Texas

Governor Edwin 1.. Mechem:
“anta Fe, N, M,

l.and Commissioner Guy Shepard
“anta Fe, N, M.



UNITED STATES
DEPARTMENT OF THE INTERI
GEOLOGICAL SURVEY

P. 0. Box 9597 /
Roswell, New Msxico i

August 31, 1951

New lexico 0il Conservation Cammissianv///
Sants Fe, New Mexico

Texas Reilroaed Commission
Austin, Texas

Gentlemen:

The United States of America owns the mineral rights to
many lots as delineated by Public lLand Surveys along the eastern portion
of the State of New Mexico adjoining the state line between New Mexico
and Texase These lots extend usually one-fourth (%) mile north to
south and vary in widih from 58 feet to 1,759 feet east to west. The
lots vary in size from as little as 2.12 acres to more than 55.00 acres.
Pederel oil and gas leases have been issued for most of these lots
under the Mineral Isasing Act of February 25, 1920 (41 Stat. 437), es
amended.

In the intercst of conservation of oil and gas, and of limit-
etion in use of steel during the present emergency, it is desirsble
that satisfactory errangements be initiated to avoid drilling of un-
necessary wells, and at the same time protect correlative rights end
equities involved.

This subject was previously reviewed during an informal
conference with members of the two State regulatory bodies in Midland,
Texas, severel years ago but no decisions were reached. As recent
discoveries of oil and gas heve been made in Texas at loecations 660
feet or less from the state line, some of which locations offset Federal
oil and gas leases, it is desirable that definite plens be formmlated
to cover drilling and proration metters affecting these Federal leases
et the eerliest prectical date.

As a practical approach to this subject, it appears to this
office that the Federal leases in New Mexico should be operated and
developed consistent with the general practices of the industry within
New Mexico, and so far as possible camsistent with the rules and regu-
lations of the New Mexicc 0il Conservetion Commission. To this end
it would seem best that the smaller lots be communitized with the
adjoining full 40-acre tracts to the west. Where the lots are of
medium size, possibly from 20 to 30 scres, it may be desirsble to
communitize two of sueh lots for a drilling and proration unit that



would more closely spproximate a normal 40-scre unit resther than to
cormmnitize such lots with the adjoining 40 scres and have an excessive
amount of acreage comprise a drilling and proration unit. <¥he larger
lots cculd be considered as acceptable units for drilling purposes.

In all cases involving individual lots or communitized lots,
it would seem proper thet the proretion allowsble in New Mexico should
be based on a factor being the ratio of the acreage of the lot or
communitized trect to 40 acres, applied to the normal 40-scre allowable
for the particuler pool.

The difference in prorstion methods between the State of New
Mexico and the State of Texes presents an additionel problem. If
legal and subjeect to reascnable administration, it would eppear that
a common oil and gas reservoir or pool embracing lands in the two states
should be subject to the same proration rules and regul:tionse. It has
been suggested that if the pool or field is first discovered and
developed in the State of New ilexico, that the extension into the State
of Texas might be governed by the New Mexico proration schedules as
adopted for that pool or field by the Texas Railroad Commissione.
Iikewise, for a pool or field first discovered in the State of Texes
and later extended into New Mexico, the New Mexico portion might be
governed by epplicable proration rules and regulations of the Texas
Railroad Commission to be adopted by the New Mexico 0il Conservstion
Commission for thet particular pool or field.

As we must taleappropriate action to protect the Federal
interests involved, this office suggests that the matter be given your
earnest and early consideration, and thet we be advised of your findings.

It may be desirable thet the two State regulatory bodies
held a joint open hearing on the subject. Soms informal discussions
might also be informative and helpful. To this end I shall be glad
to discuss the subject with representatives of both Commissions at
any couvenient place, having in mind either Santa Fe or Roswell, New
Mexico, Midland or Austin, Texas.

Very truly yours,
\
C“FOSTER MORRELL ™

0il and Gas Supervisor
Southwestern Region

-2-
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OiIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

September 21, 1951

Mr. Jack Baumel, Chief Engineer
Railroad Commission of Texas
Austin, Texas

Dear Jack:

This will acknowledge your letter of September 17 in

which you mentioned either the 23rd or 24th of October

as a date for the joint meeting for the Railroad Commission
of Texas and the New Mexico Oil Conservation Commission

to consider certain pools which overlap between New Mexico
and Texas,

I have checked with both commissioners here and we feel
that it would be suitable to call the hearing for October 23,
which is our regular hearing day, but we will set the joint
matter down for 2 o'clock, whereas we can dispose of the
regular items before us at ten. So, if the Commission
agrees - meaning your Commission, we will advertise a
hearing for two o'clock on the 23rd day of October,

Very truly yours,

R. R. Spurrier
RRS:nr
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Railrpad Commission of Texas
OIL AND GAS DIVISION

HARRY M. BATIS

CHIEF SUPERVISOR

JACK K. BAUMEL

- CHIEF ENGINEER
L. E. DAVIS

AUDITOR

AUSTIN, TEXAS

September 17, 1951

Mr. R. R. Spurrier

0il Conservation Commission
Box 871

Santa Fe, New Mexico

Dear Dick:

To confirm our conversation we had in Fort Worth
at the Interstate 0il Compact Commission meeting
in regard to Foster Morrell's letter in having a
Joint hearing on certain fields overlapping in
New Mexico and Texas, please be advised that the
Commisgsion felt that the date which you gave ne,
that is around October 23 or any date during that
week, would be all right with them and it would
be all right to have that meeting in Santa Fe,
New Mexlco.

If you will be so kind as_to give us the exact
date, either the 23rd ox(24thy then we will go

ahead and issue a hearing ice accordingly.

/) e 2 &//Mf&

Thank you for your consideration, and

Very truly you£9b

//6ack K. Baumel,
S Chief Engineer
JKB:chr 4



