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Under Rule 601, tihe Commission was required to initiate
.prectedings to name, classify and define the limits of all the
known producing gas pcol#. Aecordingly, the Commission of its
own motion issued a call in Case Xo. 245 a hearing on Lecember 22,
1950, That was continued to March 15, 1951, by the request of
Continental 0il Company and was again continued until this date.
In order to make & study {or the banefit of the Cil Conservatien
Commission, Continental Uil Company, who is #;nariﬁg in its ewn
bshalf with the assistance of gecloglista and engineers from
the Atlantic nefining Compamy, Stanelind Uil and Gas Company and
Standard (il Company of Texas, has made & study of the subsurface
formations and gas pools above the San Andres Formation in south
eastern Lea County. They made a study coverin:; the pericd of
six months and they examined about 2000 well logs, both slectrical
and saxple., Tha regults of the study are pressntad to the
Commission for whatever action it deems necessary or wighes to
take.

As a rasuly of this study, we have come to the conclusion
that the gas pools coculd fall in approximately four pools. we,
in this testimony, will call in areas one, two, tLhree and four.

In outlining these varlous areas we have used the 1lu0U acre unit

of the survey which is also the state wide zas unit, I believe.
After we had completed our study, on April 12, a meeting of the
sngineers of, 1 believe the Lea County sngineering Committee was
called and at that time we presented evidence, not evidence, but

a report to them of our findings as & result of our study. «e have

wmade & oo, w6 L3 afore, over a term of gix months and the



sngineers of all interested parties were invited to sit in, so
this testimony will not come as & surprise.

With those preliminary remarks, I would like to proceed to
put on testimony. I would first like to questien Mr. ienry Forbes.

HENRI E. POUBBES
having been first duly eworn, testified as follows:
By MR. SANDERS! .

Your name is H. F, PForbaes, iﬂAit not?

Yes, sir.

You are employed by Continental Uil Company?
Yes, zir. |

;n what capacity?

Area Petroleum Engineer,

Do you have a degres in petroleum engineering?
Yes, sir.

Where did you gst that degree or take that degree?

> L £ O O > O o O

Colorado Schoel of Mines.

#hat year did you finish?

1938,

¥hat courase did you take?

I took general engineers course in petroleum engineering.
014 you study any courses im geelogy?

Yeg, sir.

What were thoss courses?

L o L P O > D

Plai: ~..0. -+ an' ~.rustural geology, minerology, field geology,



and such subjscts.

Q Have you had any sxperience in subsurface sagineering in the
Permian Basin of West Texas and New Mexice?

A TYes, sir.

Q About how many years?

A Approximately six years.

Q Have you - are you still working with the subsurface engineering

in that particular area, the Permian Basin?
A Yes, sir,

$iRe SANDERS: Is the Commission satisi'ied with the
qualification of the witness?

CHAIRMAN SHEPARD: Yes.
§¢ Mr, Forbes, you are familiar with the study made by the
Continental Uil Company, are you not?
A I am,
Q Will you proceed in your own words to give the Commigszion a
report of that study?
A TYes, sir., Mr., Sanders just mentioned many well logs were
studied, approximately 2000, and those of you thut know some of
the sample logs in Lea County know 1% was rather difficult in
making exact correlations. As a result of studying these logs,
we drew three cross sactions north and south from Township 20 on
to the state line. Then we drew cress sections across zach
townshlp sast and west cress ssctions acress cach township down

to the state line in order to get somz sort of an ide- as to the



sensral ever sll ceology aof tne arss.

Lelore e gtart o2 the study, I think it betier te
desiss vil pools as set fortr by the Commission, Trls is
deiininics Os e, 88 ieund on Page ) of the tules and regula-
vians oo Lie Comnisslon, "Fool means an underground reservolr
containin. a comsor aceumulatlon of crude petreleun vil or
natural ~as, or Lutn., sach zoue o a general structure, which
zone iz complevsly separated from any other zone in the structure,
1 covered Uy Lhe word “pool™ as uzsd herein. TFocl™ is synonye-
Aous #ivh “comaon source of supply® and with "comason reserveir®.”

<€ s:iall use Lhe Larm "#ocl¥ as thus delined L. Lhis

regort «ivh the fcllowing additional consideratlion. it is ocur

opinicn that Tates and ceven .ivers and jueen f{ormatlous were

BEDUTELE ?EQ%PVGirss xcwsﬁgr, due Lo ﬁﬁ'ﬁl@?& 265t arrﬁuﬁﬁaut scug%

saztern Le *ﬁuﬁ Vs Lhese pevls nave @sen eﬁﬁﬂﬁ&&?d La&gthar bg

S, (L -

i s iy

wd.drtih ol w&li beress iherefors, it ls ?irsaally impessihle,

e e A

at lszas. 49 uéli&?“ it is 1%;?&5&1&@1, Lo separate Ehaz a;

zﬁaés,k ;¢ividuax 2088 withiu & ;erxatisa.
” 48 . Te Landers stated, as a result of this study, we

cae wut witn four =alor <as pocls in this &arse. irars are soune
sore cas 300ls provably in southsastern Lea Lounty Lul Lhney
nave nol baen daiired.

“irst, i would like to presest a structural sap of
SGUL heashorn Les oounty ccntoured ¢n top of Yates. +¢ tall that
LxELTIL 6. le ihis glives the geseral over all structuml raléaicn

of *raes varicus pocls and will be of use to us later ou in our

L

ILLEG)p; -



report here.

During 1927 or up through 1930 shallow devslopment
extended from Texas on up through Lea County. Until about 1930
the entire ar=a was fairly well drilled up. At that time due
to economic conditions, drilling ceased to & larre extent and was
resumed about 1935 to 1936 from 1935 to 1940 the arsa was more
or less completely drilled up.

At the same time the El Pago Hatural Gas Company was
takinz gaz from some of these gas wells. However, their outlet
wag rather limited. I belleve it just went through El Paso
and in 194¢ 1t was extended on to Califernia merkets which
enharced the pas markets and more drilling, partiénlarly in
these zas areas, have taken place,

In outlining this study, I would like to zive a little
bit sbout stratigraphy. The first geelogical formmation encounter
is Rustler Anhydrite and delomite and is rather thin, approximately
150 feet, The Sgladc 1z the salt formation that you generally
find in this area and is from 1200, approximately 1200 feet
thick. Under that is the Tansill formation which is about 175
feet thick of anhydrite and dolomite. Below that is the Yates
which is the first formation we will consider in our study here.

The Yates is approximately 200 to 30C feet thick. It is
sand and anhydrite and dolomite. Underneath that is the Seven
Rivers formation which is about LOO feet and consists of dolomite
in the place of sand lenses and dolorite and some anhydrite.

/ LLEG[é‘* -
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in defining gzas pools we have started with the Capitan
reef. The o0il was originally laid down in what we believe to be
& coumon reservoir oil ras ou; ire on the western side of the reef,
probably all of theez small structurss that you ses alonz the
reel, high, and prcbably the same zas,-o0ll and water-oil contacts,
$ince that time, they have been disturbed by development and withe
drawals. As ycu cross the resf, you come into what we just
previcusly mentiened as the treugh area. Thess sones carry over
the crest of the reef fairly well. Trat is the Yates, all the
varicus sand zombars ¢f the Yates, and the upper portion of the
Seven iivars, However, whean it comes to troughed area, vou have
a leéethological change in your section and it becemes tighter,

lass parmeable and your anhvdrite shewing above your Yates starts

P

dipping Jdown into vour Yates formation. Since practically all the
productien from tris area herels from the Yates and Seven ivers,
we have used that as the vertical thickness in the Yates and
Sevan ftivers formations for that peel.,

it thig time T would like te introduece éxhibit o. 3,
the gas pool desgignation map, sugeested gus pool designation map.
ires one eclored ian oranrej area two colored in green! ares thrae
in blug: and arsa four in red.

7You will notice that the contours on the reef {ollow

very closely to our colored srea on our zas area map., e have

b ord

also made ancther aeparation on this reef ares from ocur back reef
area and thet is that we {ind that the =sulphur ¢ontent and tha

g£as 1§ generally higher in this reel structure than it is in area



two or the back reef psrt.

ares two has been defined 3 & separate ges pool and
includes the Yates and Seven Zivers {formations. All but the
lower one hundred feet of the Seven Rivers formation, the boundary,
the eastern boundary on this area two was defined by the lack
shews in the Yates and Seven iivers formations on wells on this
side. +#ells on this side generally showed Yates and Seven Rivers
gas. Continental on their Jack leases down here completed a
ghs well on thig side and a dry hole on that sida which extended
frox the boundary on up. This boundary as it goes between Arrow-
head and the green area is defined by poor wells, laek of ghows
and edge wslls on the Arrowhead and was breught up in that map.
We don't have t00 nmuch development in that area.

To go back a little further, to show why we did nct
extend the eastern portion of the area, or the green area further
I would like to explain on this croas section, on Exhibit 2,

Ag you come over the top of the reefl structure into what we call
the trough area and start up your flank of your larger anti-
clinal you find that your permeabilities decrease and vary little
gas shows are found in the Yates and Severn Aivers formations.

In the meantime you will enccunter oil ia the Jueen formation

as you come east and the major portion of the production in the
Langlie~¥attix and Penrose pools are from the Jueen formation.

#e consider that to be gas-cap gas and have not included it in
the atudy of dry gas reserveoirs.

The third area under éansidcratian is cﬁo.sunice-xonunsnt
area. Ths boundaries of thathave been placed to wore or less

follow the development of the area and plus the shows that have
—9-
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them in explanation of the regult of our study.

Mil, SELINGER: Q(eorge Scliﬁgcr with Skelly. #t11 you
please refer to your idxhibit 3, particularly Section 31-24 South,
37 E‘;aat’. CE2LLG . w2 TLuvhy, 27 Laate

¥a. PURBES: Take 1t a littls slower.

M. BEBL.LGEH: . Section 31-24 South, 37 bLast, and the
izpediate sectlien 1o the south which is Sectien 625 South, 37
East. You have the line of damarkation between areas one and
twe gelng threugh the approximate middle of the fxelly i1
Company's Sherrell lease. You know that the wells on both sidas
of that dividiag line are preducing from the sare reservoir,
do you noi, or has your study been thae@xba:&i?ﬁg

Hie FOIBES: Yes, on the same ro;irveir?

¥Re SalINGEx: Yes.

Bile FudBuit Yes, Jusens and 3even iivers.

Mito SELINGRE: Thzut's right. In area one you have
placed 200 acres of the 300 aecres in ares twe and 126 acres of
the 320 acres in area one, which results in a subnormal zas
unit of only one hundred twenty acres, when in truth and fact
there are twe gas wells whicik would be normally sntitlad to a
normal 160 acres. |

in calling that ve your attentiom, it is our suggestion
that - and ws would like Lo put iALo evidence Skelly's :xhibit
Cne, thatl area one with respect to Township 24 £, 37 £, be dglgtgd
with respec¢t o ths southwest qaarter of fection 31 snd in

Township 25 C, Adange 37 &, thet instead of the westy h2lf of

‘12-



Sections & be placed in area one, tLhat it read the N«¢ of Lhe

Bat and the 5§ of the Nwi and the §4¢ of Section G and that area
two be corrected with respect to Township 242, RXange 172, to read
instead of the north half and the southeast quarter of Section
31 read all of 3Jectlon 31 and with rescpet te Tewnshlp 253,

Range 37&, which now reads the L4 of Section <, be corrected

to read the uf and tha kil of the hwi of Seetion ¢ which is

in effect irsnsferring the sntire lease into one area. we have
no objections to throwing the entire 320 aeres either in area'
ens or area two but since they have place the - the sugzestion
has been Lo place the section into area two - we wouldu't Lave
any objection to throw the 320 acres in ares .wo.

M, FCiBat: I think that is fixed prisarily (rom
a structwal -

#ie tiMnAd Uallsf: There are several gas wells in that
immediate srea and we through that place there picked -ie
boundary on the atructure and sulphur contanta of the gas. 1In
that particular place we did not have mueh data on Lhe sulphur
contants. That is why that boundary was placed in thera,
actually from the siruciural map if a person were goin. o
make a change in that boundary, 1 belleve it would be better
te move the boundary over s0 that would be included in ares one
rather than in area wwo,

e SELINIGEa: T might podint out to the Commission
that thera are no walls in the Ny of Saction ¢ and there is
only one well in the axtreme Sx of Lhe Sw of feetliom & 80 Lhat
there won't be any offset obligatiens or any meving or wquitlies

or rishts of offset oblizations whalsoever.

—3-



#K, SANDERS: I would like to ask ¥r. Dailay
guestion. Did you consider surface ewnership in your study?

%R DAILEY: we did not,

#i. SHLINTGER: But tha effect is Lo corract a sub-
ma&r-inal subunit with raapset to acrsaze. 1o other words, one
of our wells would not be on & normal 160 whereas the other
well would have am abaormal unit of 200 acres and we feel that
equitise would be batter preserved by tha correction of two
anifors units rather than having a3 subrnorasl asnd abnormal unit.

¥, SARDER®: dJe don't oblset to the request of
the “kelly Uil Company =t all.

CHAIRMAN RHEPARD: iny furthasr questions?

¥a, ENGENKE T, ADATY: Hr., Chalrman,

SHAHI®AN SHEPAID: #11l vou come forward and state
your nase?

=R, AD2IBY tugens ‘dair, reprasenting Texas Faclfic Coal
and Cil Zompany. I migkt state to the Commismion that st
this time we have no quarrel whatsoever with the results shown by
Sontinental, However, we would like for the record, tc ask a
few qusstions.

br. Porbes, thls comprehensive study that you have
just completad was necessarily bssed, was it not, upon such
information as you had ovailable to you at that tlse?

My, FOHBZ®: That's right.

HR. ADATR: Brd ag future drilling ang future
deavelopmsnt eopsrations are conducted in the arsa, you will
have available to you additioral informutiom which may require
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permanent line delineating the gas poels.
77777 MA. PORBES: No.

%H. ADAIR: That 1s 8ll I have.

Mi. DAILsY: Perhaps that should be clarified just a
little bit. In several instances the arsa is not fully developed,
of course, for gas and we have included areas within that peeol
on the basis of reported shews when some of tie 0il wells ware
drilled. Haturally, when a person goes in there and attempts
to recomplete some of the wells or develop some of that asresge
for gas would necessarily change our thoughts a little bit.

JACK ¥, CAWPBELL: ¥r. Chairman.

CHAIRMAN SHEPARD: Mr. Campbell.

¥d, CAMPBELL: Gulf 01l Cerperatien, Jacy M. Campbell,
eswell. OGulf would like to suggest %o the Commission 2 modi-
fication of one portion of ths proposed delineatien of izas pools
and would like tointroduce some evidense. I wonder if the
Cosmission wants to hear it now eor after luach.

CHARIMEE :SHEPARD: If yﬂn‘htxt avidencs, I balieve
we will helé it up and stand in recess umsil 1:30, and ar that
time we will resume where we left off,

{(Hecess.)

Md. SPURRIZR: Commissioner Shepard has instructed me
to zo ahead and opan the mseting for the purpvse of taking
testimony. He will be here at some later time. Kr. Sanders.

M3. SANDERS: If the Commimsion please, we have obtained
permission from the Gulf %o complete our testimeny before they

put on their testimony, 16.
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area four is Arrow pool.

g, SANDERE: That is all.

¥i. HeCORRICKL: 1 would like to ask Mr. Forbes some
questions. In area three what is the oil preduciang horizen?

“R. FORBES: Frosm the Grayburg and the San indres,
with the axception of the small strip around here which is the
Jusen. P

Bile MeCUANICK: In Eﬁ.kiﬁyﬁnt is the oil producing
parts?

| #E. FUABES: From the Yates and Seven Rivers, princi-

pally the Seven Rivers fer:ttiaa.

B, MeCURMICK! shat are the gas producing horisens
in Yo. 12

F#o FURBES: The same formatiems. In other words
in 4rea 1 it 18 prebabl; Zas eip ga:, the majoricy of it, The
upper two zones, &s we Cclassify tha Yates, has a lower sulphur
content and it has strictly free gas, we believe. Howaver,
like I described before that the formatioans have bsen connected
by well bores so long that it is difficult to -

Mit, MCCURMICK: How weuld yoxm suggest the Commission
- could determine the difference between a gas well and oil

well for classification purposes and proration purpeses in Ko. 1,

; the Jalco? .

¥, FUABES: 4dell, inasmuch as there is no linmitation
ratic on that poel at the present time, I don't think we are

toc bothered about that sltustion.



Hit, McCURMICK: wsell, weuld you prerats all the wells
there as gas welle and let them produce as much oil as would come
up with that quantity of zas?

Bil. POHBLE: Inassuch ag we have congldersd this as a
gee pool, sas reservoir, they will have to be prorsted under
some allocation formulas  later.

¥R. BeCURYICY: 1 know this iz outsidae the scoupe of
your original examination but for the benefit of the Commission
I think we would like your views on it. Say that there is
one well that s producing a largze guantity ef oil and then in
the adjoining secticn s well is proeducing dry gas from the
sam2 Lorizon or same lormation, would both those wells be . ff;
clagsified ag gas wells?

MR. FOABES: Ro, I don't believe go.

¥R. ¥gCOHMICK: Well, how -

¥i. FPUEBES: 1 understand your probles. I prefer to
defar Lhe answer on thet,

Fie FeOURFICE: 1 pathered from your statemant & little
while ago that all wells that were produced, that were complated
say, in Lhe upper thres pays would be automatically classified
ap gas wells and these thal were cospleted below thav in the
San sndres and Grayburg or Orayburg and San Andres would be
autoratically classified as oill wells.

¥i. PORBLE: 4A,e you talking about area one or three?

#it. MeCUIMICK: Well, either one. I think the probles

is the game, 1 may not heve the formstiens axactly stated correctly.

1=



Just gzo back up to the kumont, your oil is produced from the
Grayburg and San Andres, .~ -

¥a. FORBES: That's right.

#a. McCURMICE: Any well completed in those formations
would you suggest they be classified as ¢il walls?

¥d, FURBEE: That's right.

ide MoCOHKICK: And all that were completed above
those formations would be automatically classified as gas wellat

#R, FORBES! Thzt is in the upper 200 feet of theQueen
on up througn: the Seven Rivers and Yates, yes, sir.

#i., MeCORMICK: Isn't that gedng to be quite z prodlem
when you have one formation aplit like that?

Wi, FOXBESS I dom't thimk it will be. It zmay be &
probles Lo a certain extent but with slsctrical logs and so
forth now, 1 think it can bs donme.

Mit, MeCUAMICK: Go back down vo the J=lco thare, just
repeat for me the gas preducing horisons.

Wi, FOHBER: On this Jaleco fleld the producing formations
ars Yates and Seven Rivers. |

Bd, MeCUnMICK: For gas?

¥R, FORBES: For rgas.

K., MeCURKICK: And what are the o0il preoducinz horizens?

#i, FORBES: They are all preducing oil from the Yates
and seven ilvers formationa. Now, then, in regard to prorating
it, how you can handle that, I am not prepared to ansgwer it at
the presgent time. 1 do belleve Lhis is a sepurata gus peol from
this over hesre,



peol at the present time.

#3, MeCUAMICK: aAre the gathering lines of the gas
purchasing companies in all of those areas, I presume they ars.

¥R. FORBLS: Yes, sir, I belisve they are. 1 den't
know how far Kl Paso goes up here.

¥R, DAILEY: I believe they are in everything except
area four. |

M. MCCORMICK: FRow about the markst for gas in the
Ho. L.

¥i. DAILEY: Thers are only at the pressant time three
gas wella inside that area. Ths gas {frem, I believe, two of these
three wells anyway is used chisfly for gas purposes.

M. MCCORMICK: I would like for you to tell ms
which companies operate in esach of the areas that you know
which are gathering purchasing cempanies? That is, for .high
pressure gas. |

¥i. DAILEY: DOry high prassurs gas?

Bd. 8cCORKICK: Yes.

¥d, DAILEY: Actually as far as I know, =1 Pawo
purchasaes some gas in area three and »e does Scuthera Unien.
The 1 Paso purchages dry gas through this area in through here,
¥o. 1. “hethar Charles Henry Johnson purchases any dry zas there
I do not know. In ares two the £l Paso is the main purchaser.
However, I believe the Southera Unien Purchases {rom ons or two

walls in the area. when Mattix had the line throughthere



they took it frem area two. #hether Southern Unien is continuing
to do s0, 1 den't know. As far as I know, there are no sales
out of area four. In additiem to that, there is & small amount
of dry zas pushased out of area three by the Phillips and |
the warm fuel, plant fuel and house fuel.

Bi, MeCURMICK: Would you have any idsas or suggestions
&8s Lo how the Cemmissien would determine as to each partieular
well whether it was & zas well or eil well?

ME. DAILEY: Inm whiech area?

Ki. MECURMICK: Well, take three for instance.

KA. DAILET: 1 believe area thfce is probabdly in that
regard, is prebably the sasiest. I doan'tbelieve that any of
the oil wells preducing from the Jueen down through this area
will produce from tep allowabls. I don't believe they are capable
of it. Thers may be one or twe that are but as far as I can
find out, why, they area't. Therefors, the way we have it
divided, the main problem would be t¢o detersine where tine
well was preducing.

Hi. 8eCinsiICik: How aecurately can thai be deterwined?

M. DAlLeY: 1 couldn't say.

#ie MOCURRICK: In area One there, what ideas do you
have about determining gas walls and eoll wellsi

#i. Dall£Y: That is in ares ona. Again I belleve
you will find that the largest pertioa of the area, any oil
wells in there are producing large volumes of water with a

R P



Fow -zoen. ons and are sarginal. 1§ don'l believe tnay wne
problom would be 100 bard o work 63&.'

e e wbaFuar FEre chslrman.

e VBuAlonr fes, slir.

Pae B1AF2AY fe Lae Lhafer, Contlinental GLl Jomproy

afih rarard o Yr. CJeuormick'e Question concarning arez one,

vhe womeiecsion bas previocusly by rule stated that those rzasrveirs
in arwa ose are primarily gas reservoirs. Therefure, ¥r.
sevornick?s quesiion would rarrow it down 10 the clsgsification

oi au irnoividual waell in thav reservoir. I would sugsest Lhat

the “ommiceion ugs some criteris such as gas-~o0ll rsiio or otrer
mediums of vhat navure to differenciate betwean an oll well

&8 COnparsa L0 & gas wall. ;Qu&&ﬂﬂﬁ a8 they gcan and will be

TR L
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producia; iroir the same raserveir es&eazi&llf.
lt - .
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Lne Lwokei®IClr would there be anything wroas wior
clasusiiyin  sres dna a8, =1l wslls in thers, as gas wailsi

cea P AR 1 don't know Lhki Lhere would be. [ dontu
Anow 0w you would limit the oil proauction frow an landividual
well aalesg you plsced a top allowable lisit on thnat well., Lven
Lhbu. G you closaify lu as & sas well. In other words, inere is
36 probles of corelative rights or withdrawals from an inaividusl
woll zirnce iere is no limiting geseoil retle in effsct sl the
prasent Limz. 1i ie merely s claseification for proraticn
purnicss. L oLihing some2 criioria suct as zas-oil raiic would
s0ill :iv: eac ilndividual, whether or not ha 1s produelns wn
eil «ull or cam well tie seame rilgnlsz and privileyss Lhat fe

P T
Higt 5 B S i LAEE Lr



Sy Hgolaxifia:  How sbouil this division of tis leven
iivers into the lowsr 10U feet aud the upper poriion of itu, 1s
shat oins we be capsble of sccurate delermination’

“iie DBHaAFnd: L think 80, 1 se8 09 resgon #hy bl
should poss any problesm,

fit, walbkef: That divicion wses pul in Lhers, Lo szxplain
Lhe ressgen or £ belng pur 16 there, you Uind Lhel ihs LOLLGk
hole of ibe formution pressurs Jhrougi: that gectlen In hers,

1 belisve dsvelepmsnt started in Lhe arsa of 173¢C or ly37, the
formation pressure in ths hole 1a Lhat area was very low ln

that por.lon of those formations thst had been oOpsned. narses
whe YalLes and Lhe upper portlou of the Sevan ivars wnici hed uol
beegn open for produciion nad 4 censiderable higher pragsure.s |
believe Lia Yales waa -aven dlvers were averacins daltar Lian
1,000 pounas, whersss lneJdusen pressure, I doubi 40 i weuld

£ OVer 5UU.  Thal was the reusen, L9 protect Lhe pessibilisy

of wryiny 10 reprassurs Lhe .usean throush openiar up boll Lhe
hlgh prossurs ates in any ona wsll.

Y. Bobid lonr kow uhick s the Tevan ivers {orowtion

- Ta s ¥l 4 > &
LA Vgt B
R e X e A

¢ approximasaly 400 feet.
Se sl I0rt IV ie feirly uwnilerat
Sie wolenit Fairly.e 00 100 unifors.

Foe FCGwwif s 1s LU more tnan lOU fesl thick st aay

poial:
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v wnat?
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Fohe AQDUMMICK: Is it more than & hundred feet thick at
any poini where there ia produgtion?
Fate saii&?: It ip 400 feet.
Fle MelGMIZu: 1s 4t meors than 100 fesl at ihe minisum
at any pelnus
w1 SAILEY: fou mean Lnat heas been g?ﬁﬂ%ﬁ up for produciont
i CCQOUREICE: sell, if you sre allowed to produce 0il
from a lower 100 fesu of it lg vhers aay poinu whers the
“evan lvers ls not 1UU leet thieky

“i. whllEfs Lo, there 1is no place whers ths even alvars

| S

¢ lsss whan 100 feetl thick. HO. The way it workad out in there

*
+

1«

the toual L%ickness of the Yates and Feven (ivers varies [rom,

I belicve, over in this area. Iu is approximately seven hundred
and furiy or fifvy fest as near ag 1 can remember, and it zets

~ somewhal thinner this way, probably, oh, aa? loses 100 feer of
ive thichness comdny this way. As far as we can Lell, as r'ar as
we ean Lrace it. The Yates is approximately 250 feet thick
whicn would mesn Lhat you would have betwesn 4350 and 550 faet

of Laven alvers 8s you 50 a#frogs thare.

M. laglunBICR:  ls there any disagreement smony reologiats

(43

as o where one formation begins and ihe other stops?

Fi. JAlLZY: You mean the Yeven Alvers and the Jusen or
the Yx.es aad Jeven -lvers?

Fide meCUARICK: A1l thrac of thoss.

c e 3hiLeY: Thers would be between, I baliuzve, you would
find some betwsen the Yates and “gven vers sspeelally bick in

here alons this arsa, it is ravher definite, ©2peelally where

-~



you huve an zlaeirical «=

wihie aRAliy (laterrupiin:) ¥For the purpose of iLhe
record, »ill you indicate where you are polating?

Clie EPYHALE (0 Just say froan eanl Lo west,

i BAlLef: well, 1B ares one, alon; the reefl tiere is
a rather definite separation poln. becwson Lne Yates and Saven
Advers vret can bw plered off frous line wells or rudio acilive
surveys or f{rom glacuricul logss. 28 you 20 wash, nhat dolinits
brearx hooCwes somewnal indefinice, the characteristigs of
the Ysies and Jeven idvere becoue fairly similac,.

CEe SaPREAl L That 18 in gres iLwo.

ive wallalr Thetv: pigho.

Soe o adnlit Thsel is the souilheastern portion of ares tLwo.

Soe wnlledl: Tnut's rigno. Clmiler conditiens exlisu up
here fartizr north.

Soee canBEAY: Fariner north ol ares onsg, ig Lhel what
you asre speoking of

ve whRlbTr Shrtvs ridi.

Fle SQLURNILE: & wowld like 10 ask asnobkar gumtion,
AggUmin Lhal Lhé curmlzsion would adopt, would 20 slhagd and
d2fing pocls sorennail like yom nave i bhers, wiuvh pernaps
BOR2 BLNOr Chaniaes, 40 you have & prsctical suggestion us wo

how Lie Lormlsslon would 3o throush tiwm mechanics of savin.

+

L

that iz well 1s an oll well or it 1ls a vas wellv
Pie walLo¥r Ho. It asould undoubtedly regquire a study

of esch inltividual -1 by gqualified engineeres or geolorizis.



| site FHABKE o LiWVaalkG: Lo vering, with Shell. 1 have
& Question., Dees viis thins resclvs inself into defining gae
cap ravher than gag ragerveirs or -as pools? gan't that ihe
resul. of this survey?

e @Al In ares Lhrse o a eertaln extans, yes.

¢ (e WUVERITUD (L seems Lo me that in areas one and
twe, it aaems thet it is admitted thmt ;88 is coming frowm the
sama wnoils,

e Dalke?: Hot all the gas.

vre WUYERING: A good part of it.

e uelbieY: Faru of A4, vaes.

PR

e L&Vﬁali&ﬁ ~5 & gos fleld, s0 designated,thoese wsllg
would produce on gas allowables Lhe same reservoir an oil well
gonnzction of producins curtailed and limited by limitations
in oil sllowablles racher Lhisn gas and might there not be some
advantaze ziven Lo vap aress is regsrd 10 recoveriss both in the
fludds wnd in reservolir eagergyr 1 don't see Low you can have
B ozas 20Ul 80 dgviﬂsﬁ Lhat &ctually ths source of production is
frox ;a ailraad g#s ressrvoir,

- -n;. 452&«?; 1 vslisva ihat ine only place where w9
havs dons vhat is in aréé one. -

~ Y. LUVRAING: That 18 particularly the one I had in
aind.

Ve DallaY: it, as Fre Shafer pointed out, has bsan
declered primarily « ges rsserveir by the Cosmied on,

Loie LWVEHING: dven ln ares (wo, doesn't Lhat area anount
Lo hava nolhling more thanh & gas cap overlying on the adges Lhere,

say, oil sorison aajacent to there, you gat oil wells, sc tsatified,



our ¢f Lie pang rasarveir, doatt youd
| D FUdBaDD Area two i moatly dry gzas, Nr. Lovering,

pra¢nically all of iv. Je will admnlu there ise oil here and
kere {inaicaving).

Ane wl¥srIRG: 1 don'u ebjact to mostly. It is oil and
sag recardlass of walch is predominave.

cie FldBDT 1 would asy in area Lwo, Lhe gas in ares two
is & vas cup for ihess small walls.

Cde wuW¥AAlNGr Uhe impression I got from the taest imcny\j

and =avbe ovhers hers too, chat agtually you are defining a gaq!

cap in ¢sch case and all these gas pode would bw sctually [
i TN

i

producin: from Lhe sem2 reservolr s the adjscent oll wells. |
1. DEAFLED Ferthaps 1 can clsrify vhst for youw a littile
in araa uwo, Ithink the only seotions that we have described
or susposied Be place in Lhe dry gas resarvoir that
alse prozuces oil is vhe upper Tatss ssction.
~dnittedly, ia the upper Taies and some of tne liuvtle
crou i s Lhrouzheut ohal ares, I belisve are Lhree in anuabar,
there is & limlteda oll productien. Howevsr, on an acrgasc basis,
ne acrea e assisned Lo wnogae €il wells comprises approximately
threae per gaot of Lhe notal arca ser up in the gag pool and inase
much g ii is irue of arsa twod that the Commiesion has stated
that Lhe regerveirs ore primarily ras reservolrs, we feel that the
individusl producin: seciiens or formatione that we huve sugrested
be pluace in iLhe gas pocl or one nandred per cent productivicy

of dry saz or are prim.rily produetlve of dry gas.

e
-



Tho only iastance in which i can see that any confusion
migh:. be creaited ix in arss ome desiznated as, prisarily a8 & gas
reservoir «snd the ras ressrvoir we are suggssting, tne one and
she sama. Lf they call ine eontdrs thing @ zas pool, howsver,
and limit the producilion of oil from a gas well to top allowable,
1 cannotl ses that il will change anyihing froa what its prasent
status is.

e RUVERLIMGD 1 think your statement is understundable
and probebly true. o2 Lthing 1 forsee here is that we are golny
to got faced with iiae problesm of proration of oil w2lls on one
side of v line and gus wells on the other which you may De
producin, ivem Lhe somp reservole, and CLhat we may have &
probles, Lic “ommission aéuld nave a problem of proraiting to
everycody's saitislection oll where zas production of those wells
from the ouhsr side Of she line.

Ve DiaFud: fou are making the point that, for instance,
taking ao example, say, ia the ares Led Or Langemat srea, you
nave a well producing from Lt fates, say, upper 3even Hivers
which is & very cossson occurrencs in area one, or the Jalco pool,
you mizhi hava & wsll producing fvem the fanes and upper , even
ddvers wnicih 1s now classifled as &n oil w2ll., That comes back
Lo the samaz point. 1 can't sée amy rsugon why that well in
area one couldn'u be ﬁasigaai%d?ga: well,

. FuuBRTD e separated tWiese Lwo areas by sulphur content

and the lacxk of permesbilisy hara,

i

CHAFLiT Thare are 280losical)l factors and oihar factors

sk @ W d



that caused you %6 draw the line in Liere. Utherwisse, we would
have sade eﬁﬁ‘pael out of the zntire thing.

Fae wbuVEAING! o agtually separats the gas to gas
podl or regurvolrs, ss scparate fror gas, it ispactically
impossible Lo do, ls that rizht?

fone chaFlidr That ile something that 1 hope weveryons will
bear in =mind. ae did not hLave Lhe opportunily te take & new
fleld or qew area @nd work up soue sppropriate rules and regu-
lations. ~e are taklng an old set of cenditions that existed
for wany, muay years. v sivudled them Lhorsughly and wa Lried
10 do the best we could, “dmittedly, tiere i3 & lot of debatabls
poluts, vhere ls & 1ot of questlons that can arlise regarding the
leas: bounusriaes of surface ownership snd othar matters. e
tried to wveld tvhoss rhings andkesp iU siricily oz s geelogical
and individuszl wdl data basis at this time, in ia ordsr teo ger sowe

sort of cas pool poundary set up.?iﬁ crggr w}a* tirege aqﬂaq\mazcers

N . er-’ / . s ¥ e & -
cdan be intallirently diseusssed later on. \//f

- oam alrald If we jet inte those faciors right now, we

would bDe s0inz on ue next Christzas.

Sate WVSEIRGD T Con't wanlt O g0 L0 nexi Christdas.

e Lawlilet; 49 have concluded our tesiimony. If nobody
nas any nors questions, we would like o introduce the Lirse
exhibits up rere into svidence.

e FolUrEICRT sy don't you mark the one, two and

(“zpe, narksd as wxnibite 1, 2, and 3, {or identification.)

e weiBablr  Stanolind representative has asked Lo maks



a stalement bafore we put on our svidence.

fiie lea He BURD: Le H, Bond, lanolind Uil and Gas
Company. <8 has previously besn stated by Phillipe repressnta-
tives, tanolind participated ia this study, onc of our engineers
worki;; oo tne sptudy full time for a caas;éerahla period. It is
my opinior ihat this study reprasents o reasonable approach to
the problsam but that as has baen mentioned, adjustmernts will
probably :.uva té be mads L0 take into account new data wiich is
discoversd by furthar development or futher study of individual
areas. 1 tnink 1% does rapresent & zood start at solvins the
problem and conewr -enerally with Continental's reccumsndations
for tiess four aresg.

w.e sPUddler Thoink you.

{ziLiness sworn.)

Mae VARPBALLLY 1Y the Dommiasion pleuss, Guli (il
Corporation, Juck . Campbell, Atweod, Yalone and Jampbell,
dopwell, Hsw Hexicoc. Sulfl desirss to present for ths Jommission's
consideration « piuner modifbation of the proposed gas pool
desiynacivns ard calling ss its witness, 1. L. Scass, liobbx,
sHaw Feiloo,
naving  veen {lrst duly swora, vestified az follows:

JlaeOT d. IRATILR
BY Hre woaonrpoidl
2 Stale yOUr nafg.

&5 e e LUOEZR
shere 46 you reside’

«3P-



A Hobbs, New Hexlco.
< By whou are you employed?
A Gulfl vil Corporation.

< w®hot capacdisy?
A ons uscloglst.
‘"% Have you testified before this Commission on prsriéua
occasiona
% Tese
e UhPBsLet I3 the Commission satisfied with thie qualie
fications ol &r. Hoss as an expert witness in the field of
geolo. 7y
viae HpUdiIcdy  {asg.
{ arked "Fulite Lxhibisc No. 1" {or identification.)
< i hund you what has been ideatified as Julfts exhibit 1, in
Cass - 0. 245, and ask you to grate what that ia?
A Iuv is 2 plat sghowing the interpretation of the Yates structurs
and in sddivion the outlines ¢f the gas aress one and two have
bean shown plus the sursssted revisicn of those areas.
« Jid vou prepare this map yourssl{?
A Thau's corraet,
« Bid you obtain the information oniie eontours yourself in
the preparation of the map?
A thanvs correct.
« ihe contours as shown on thie map are Lha same &z the contours

ghown on Loatinentzlts sxhibis Re. 1

A They are drawn on sggentiselly ths same horison, howsver, there



i3 a variation among many ©f tha ;ealegigiﬁ in usine the Yeces

as & rafarencd datum. 30me usa the Lop of the fates sand and

scme usz a poini 20 to 30 [eetl babw. In unis instance, 1 believe
the -entizoutnal uses the tOp ol th sand, aod I believe Uulf uses
the lowsr norizon., 1t amounie o = aliziit variation buc asaén&ially

the man should gorrazepond very closely.

£

+« You ar2 scquainted witbh Jhe proposed gas poel designatiocns
4p indloated in woustinsatalls .xhibls kol 37

B 1 8%

+ Besed upon your studies in the ares you referrad 1o, 4o you
have a reccumendavion as Lo moedifkstion of the Jontinentalts

recommendationsi

<+ Have gou prepured < statdmsal setiling out your views in that
regard:

a  faz.

<« Firs. will you suaie which aree la iavelved in your proposed
sodifigation:

s w~@ll, i. 1s common boundary of arsar one, two and iLnres.

- o
e ) *

i Baowa boundariest

A The anDwn Lounldarias.

4 LI areas one aud Lwol

3 LTI o P e &

Iy PiatLTes QuitlagCiL.

w  #ana Lhe soulharn bowdary of area threst

W
< Igga

¢ sead the statement you preparsd ia cennsolign with your study.



A " he proposed Jdelinsation of shalbw gas areas in Southeastern
Les wouniy is in gensrel accord with the interpretation made by

the wull w1l Uorporaticn. «e coacur in the statemsat that tha
Srayburs Jormation ls primarily an oil reserveir 1o areas § and

be ‘hila :ul{_fguu ‘nlzes the fact bot h BWeet and sour &8s

ars produced from tra Vates and Seven Eivsrs farsstiﬁat in the
gouthery part of iLhe county, the iiffertaec hﬂing aatri&uteé o

the production of sour ras {rem porous dolomites of the "reef™

area alui, tha westarn marzin of groguetiou the fact the Yagga
sands urs apparently productive of sweet gas over such of the
antire arca leads 1o the ioterpretaiion that no distinet separation
exists «nd Lhls reservoir within ths Yates and Sever dlvers
formutionsg ig egsentlally a common ons., However, if 1t {s felt
dassirable teo differsntiale betwsen the swset and sour areas,

Gulf will offar no objection to such delineavion,

“hull ie not in accord with the morth limits recommended
for tie (slege’even sivers zas poolor poels. The sspential dife
farence wihich exbracss most of the zunice-denument field, is %he
£a¢¢ Tuw- in the latisr thewueen formation is productive or
poLentially productive of gase. The gommon beaaﬁary_af the arseas
) pr%visasly racumniendad is drawn through the last tier of
gections in fownship 21 fouth, Range 3¢ Last. towaver,
vhe oout ~zsetl part of tnls township ocouples suck a relatively
low posiiion struclurally that the (ween formation, partieulsrly
ths lower <usen, occurs below the sae~oll contact. Thus, the

only {urmaiions hers potsatially productive of gas are the Yatss

-



and wven ilverg. (re ures of fatese_even Hivers {solely) pas
produetion shouldd, ;ﬁer@fﬁéﬁ, be extended northward.

fielative structural pogition appears a reasonabls basis
for separavion ol the areage The interval from the top of the
{aves ¢ and fncluding che upper queen sand i{s approximately
750 iesi. ke gas-oll contact in ithe lmmediata ares hag been
ggtablisrazd up approximavely 200 reg. balow sea level., The
25C {oot {atce contour Lhus repressnis the approximats south
l1isde of .usen -sas and pool limits %aréwinh proposed (ollow,
ag nselly =% pOssible, this coawour with excaptions wWere
spacific Jduia are available. .

il.e ragultins norin boundary of tﬁaniatas-éavéa Zivers
s&g @rcu =ould be @x:@nﬁ@a'ag shown on Uulfl 2xhibiv Lo. 1, te
Inglude v Jollowlng area: ' |

“lownghdp 21 couth, dange 35 sasi}
LE TEC. 12, Qé T 13, and 5* Sac., 2.

v ownghlp 21 louth, sengs 34 Lastiy
<4fsec 7, w3 fece. 18, All See. 19, 54 Sec. 20,
‘5 Jed. 28, all Tsc, 29, all See. 30, NBk Sec. jl,
3 and .4 Cwe 32, “h £8c. 33, and §§ See. 340
4+ are itss, Tor the benafit of those here can you polnt out
ponarslly on sontlnantal «xhibic Ro. 3, what vhet sres embraces?

Tro fulws, even ilvers arees would be extendad northward

%

then ¢ include Lhe saest half ol 12, the esast halfl of 13, ihe
sasl T il wi 24 of Jownglp 21 Fouth, tange 15 iasty Lo iaclude

the wast hali of caction 7, Lhe west talf of 1#, all of 1Y, the

1%

weal el of 2{,the w~ast of 23, all or 30, all of 29, ihe
mortheas. ol 31, 1hc anorth halfl and southeast of 32, the norin:
nalf of 5, «nd the north hali of k.



< Busad upon yaur'staﬂf 10 you rec¢ommend thst the norsth limics
of Lie Yates=leven idlvers peél be sxtended as shown on the Jdotted
linas of Guli's “xhMe 17

A 1 gao.

e walFOELLY  inst 1s alle

e wiUaslody J06s anyone have any questions of chis
witnees! '

Pie cikliGant  Does vhe witness rean that you want areas
one sid LwWo Lo be saxtanded Lo take in a portion of what Continental
Lasg desi naied aw area threo, ls thnat what you mean?d
A LOrrEtle

See WAlLafl JO yOu mean Lhat, or extend area twoe and
lsave ares one as lis?

3 &slga hava lnlerpreted that area as fates-Seven lidvers gas
productiocn, it really #euld make ne ﬁiffersnee‘whieh one
accordins o sur interpretation, so we have no objection o
sxtendin. two up Lo include that, '

e @FUdaIon: Any further questions? 4f net, the
witness say be exgused.

i Sn&?ﬁﬁLi§  I think [or the beneflit of vhe Comauission

it mishe ralp oo detarzine whaé Continental feels about that
propoead gxtension, whether they cbjset o it or fsel that it
would be savisfactory -znerally.

Cie LPURAILL Hpe Jandersg 40 you have any comment?

e Bakbsal: Ko, siry we have ao objection wo that.



qe dUmil.r Is trare any olher comment on Sulfl proe
posal:

cae BLE LITILsr sre Uhalrvan, sy name is Don Little.
1 repregens i%éhix?d 61l sonpany oi Jaxas, from houston., Standard
of Jexar Owns & jolnt venilure interesy in wany ol the Centimental
Oparslsd leasss scaltersd cvhroughout this ared. +e have reviewed
Lhe rese:rt agﬁizha sxhibice submiitec here today by Continental
ang are li substaniisl apreement with the fimdings of that
repoOrt io.solar &8 11 $u /98t Or altespls Lo define the limiis of
Lhe qag seel 1o Lhe ares under consideratlon. we fasl that this
rapOst reprasdnle & cOnstruetive approsch to this problesm of
defialng Lhoss gus pools aad we recoswend it 1o the Cozmissien
on sl tasls for Lelr sludy amd coumission. Thank youe

ce wFURALL 1 THank yOue anvone wlge:

o

ceobu¥rnliosr 1o acourrsd L0 me that Lney be referred

O By Ly ardeas Pe&LIAr Lian 10 Zas pools.e I don't think Lhey are

fl

ras 0ol

».

cAFLit alohough we nave referred 1o thiem as as
pecle wu wrisinelly comsmenced this study end referred Lo them

&% arwag Q?iﬂﬁrily bacauss of lack of nomenclature. sg hada'l
daeciaad aily names. rowsver, Lo be of any benefi. Lhey must

be ccwmcu sources of supply whleh is synonomoug of pools.
wiherwisge, we can't promulgate any rules or resulations to {it
Lhoge vorious pools. 1 succast tig we do conaider them as pools
even uicu.' it iz centrary te ¥r. Lovaring.

fo wdVanlilat 1 withdraw my objection,



Foie Te be CARDwalh: Co Be Cardwell, with atlantic.
Continantal pointed out in this tesiimony itlantic did go over
this study with tham and we are in substantiasl agresment with
their recormendations Lo ihe Cosmission.

e SPURATEN:  LThank yOu, wr. Lardwell. Anyons else?
“5s anyone auyibhing furthar in the cass? o you have something,
£r. dewey?

e UawEYs 49 have the Blinebry gas fleld if you would
like vo haar 1t this aftérnoen. It 13 a deeper zas field than
presgenced.

I am e 56 Uawey, Humble (4l andliﬁfining Company,
#idland, Texas. Un behalf of the Humble 01l and Lefining Company
#a wisl t0 stais thay we are in substéaaial agreement wich the
evidance tLhat has besn placed bafore the Commiegion in this case

‘in rezerd to vthe shallow fislds in Lea Jounty. As our part of

he

hearin: we have prepared a very short discussion of the Elinebry

a8 pocl and 1 unink ¥r. Spurrlsr, that perhaps some of ths other

operaters have some other pools they want t¢ discuass. e have one

witness, “re. -. Le Crothers, who ha n't appeared belfore you bafore.

{sitness sworn.)

Sy Bu. gasnye

I wish you would state your name, please.



A #e iLe wrobhars,

« Fér whow ars you amployed?
& #Humble U1l and wefining ;eapaay.

<4 In whai capacity:
A Peurolsum znginesr,
< FHow lony have you been active in this area?
A lp wesl Texas and Lew . xexico since 1936.

Y. UEWEYT  Is that suffiecien qualificationse?

e SPUaArLzdr  Yes.
% #r. Lrovhsrsg has prepered u statement which he would liks to
read and which we will lsave withk the Commiseion. 1 might say
tig tiig malter bas bean discussed with the various operators
conecernad in.ithe ares so far 4s we know it is not controversal,
48 haven't be:n able to [ind any material disacreement with it.

. - RINTEG U =T
Dl widaThHuRE

oy

*Blinebry Gas and Uil Pays. There ars

12 oil @#ells in the Elinebry Fileld aund 11 gaa-distill&ﬁe wells

are 2ompleted to producs fros the Blinebry pay. Data availabls for
thege wally are listad {n the acgompanying tables. The oil walla
are all paryinal with allowables in karch 1951 rangingz from 5 to 2c
bbkl/day and averazing 11 bbl/day. &8 shown on thakaccﬁﬁpaéying
wap, bz oll wells are in tliree areas over an interval of sbout

8 miles. +sractically all those oil wells were orizinally drilled
with =s0r2 OLber pay such as 9ri=kérd s an objective and were

oaly completed in the Blinebry after failure to produce in other

payse. iy avarape cumulaltive preduction of the oil wells vo

ii;,-



Janmary 1, 1951, is approximately 15,000 bbl/well. It should be
noted LEat on the map only wells with preduction tests or drill
stem vasts of a Blinebry pay are shown although thers are & numbar -
of other wells in the arsa producing from the Paddock, Drismkard
and ovher pavs. 1¢ will be noted from the map that the Blinebry
has baen found productive of us over an area about 9 miles

long wit: & maximum width of about 2vdles. Data avallable are
gufficlent to indicate whether zas production will be continuocus
evar Lag sntire lsngth of the area invelved. Initial tasts of
Blinebry ras wells show productlon of distillave varying in
graviiy from 50 1o G4 degrees A.Pel. at gas~digtillaie ratios
varying fromw 40,000 so 100,000 cubic feet per barral.

“10 04l is {found in a2 reserveir with & gas cap and the
pressure in Lhe pas cap is lowered faster than that in the oil
pay, vil will migrate to the yas eap. The small parcentage
of thu oll zigrating wo the gas ¢ap will be p:sdaceﬁ.' Pressure
data for uvhe glinebry pay show Lk Lho pressures of the oil wells
have drogpad much faster than Lrose ol the gas wells, indicating
that 1little if any oil migravion of a :as ¢cap hae occurred or will
oceur. cressures reportsd for oil wells includs the following:
Uleen, Janslade 1, 1l«4%, 1635 Penrosa, Hinten 3, 7«50, £39;
Penrese,ginton 4, /=50, 1525; jewan, :lliett Beljel, &350, 903:
Siaclair, +ill 1, 1ll-48, 1C12; Texas, Lockhart 2, 1l-50, #12.

| "hack pressure tesls indieate the gas wells had pressures
of aboul 2ivs pounis at the middle of 195G,

Tiross-sections AA' and EB' woers prepared primarilg te
&azafmina wrechar 0il and zas production were from the sase

#0ne. ssclion AAY chows 01l preduction in GulfeFike 1 just sbove
. il ,
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Ioppesame you Selire o intpoduce Lhiz as

L . 658 o T
¥ % T L = s T
i OBTa sBer 0 a‘}%_,

“romtion, )

Company Txhibit 2

Joss an,ons have anything furiher on

L, R, oL THRISTN: ¥ nase s B, o, Christle, Amerada

ur art in tnis study is an affort €O

Fgttee oo il o oty in owhink have syodustisn.  The

3 meeting oe 2 in Hobbs in the

S Y o
I wx W P
‘mnt Tgw

e YL s A2 a2 roamemt on cdr Yindings efilher

~groet g om ihe dooupentelolee cas nol,

Tig 13 o wery gha b coport, TP vou care o, T will read it o~

gubrTt the recort, whlchever yvou prafer,

Wi RPIMET Ry T & 3w ohigetion, we will

di{goen3e wich the =sgding o the re o2t, I8 therve snyone whe

woult sa-e -2 hear ‘he g ort?

w2, OHRISPTR: 1 =4zhi szate that this comprises,

the Yompwecc-Vekee as cosl aomyrises in our estimatlon, at
leas: Jeeiton ¥, Township 19 Zouth, Range 36 Tast, Section I,
Towrghi:. 1% ‘oath, Yange 7 “ast, Jzetion 1, in Townmahic 20
Zoath, ¥ ast, Segiion £, Towaghip 20 S0 th, Tanve V7

‘gatL, ¢ ‘he pregent tize there iz just orne well sompleted in this

P ione, T weuld tire Lo pregent this a8 xhibir o, 1 »

Tha sccond ras o0l which we are attemuting I defing
45t TR o

Permoe-Permaylivanian Gas Poel, It is defined as

Bl 5o Cestion 72, desitiva 22, Sestien ¥ and Seeiion 27 in



Uanaze 3T ast. L Lho resent time there

Towrabis 12, South,
ars twe comnleted cas wells i this -eserwelrs, T would like

to croget this as ‘merads “xhibit Ho, @,
¥R, BPURPRITE:  Toes anyons have any guestions?

You may be excused,

wst oegurred to e, you are surresting under your Fxhibit

T wight ask ¥r, Christie one gquestiom,

It 3
¥o. 1, the name Honument-Yolge A% .o0l?

2 Y ¥ 31 T
¥R, WOETLLa

orrigsion o the fae® that be<

the
pool, The siztlarity of names nirht be eonfusing

T would li:2 o sall the gttention of
z 18 & Monument-MepXee 1)
umless 1t is

it 45 wrlbrer oub,

greci™iadl zaeh tinme 1t
M, SEETTTITY T do*t belleve there 1s

an <il pool

e orizinal wall, the wall that 18 refe ved to there cane

ooipivally as &8 hish zas 911 -atio well avi has
fa> a8 7 mow there are »o wells ~rodueing o'l in the

al-ge wone to

ol
b
4

het, the Molese zhould be withidrawm,

Wi, CHRTSTIZ: Ve
SPURTYER: It g vecormwended,
to B a3 pool?

T believe the

o, fir, Chriatle, that
the coal be chanced Prom a3n 211 ool
MR, CHRIATIT:r That 48 corract,

Gomuisalon hos already designated that as s zas roo] at this time,
1t may =not be offielally reeos ised.

wy, CAMPRELL: Oulf has been regquested to frnish soms
information to the comuiasion in three gugwested -as pools, Tubd
qgada Gas Tool and the Justis Oas Pool. 1 thinw
subodttad o ke matting of

17 thaoe s

#1thouzh,

ILLEGIBLE

the

tha+ those npve all Jlkevwiazg bew

tha o o rwroxa g 15 the § osest o7 geving tiwme,



no ebjectlon, we will Just fdentify the Sxhibits, introduse them snd
submit ther vo the renorter for the record,
. SPURRIFRY 211 oight.
B L. Boss,
regslled, having been previoualy duly sworern, testified as Tollows:
By MR. CAMPBELL:
< You havs teshbiffed before 1n this hearing have yvou not?
A2 Yea, sir,
= 1 hand vou what has been ldentiffed ns Gulf'ts Zxhibit P2 and ask
you to state what thet 1s,
4 Tha® i{s = map showing a seneral ocutline suggested for the Tubk Pool
snd alzo e 1line of a cross section -ropmred as surplemental data
for the Tubb Pool/
Tehibit ? iz Sfust & mep showing that?
3 Yes,
T 1 hand you what has beon $dentified as Culf's “xhibit T and malk
you ko gtats what that 1s,
* This i3 a cross section which 1s sucplemental datas with reuard te
the Tubb Tas zome,
2 1 hand you what has been identifised as Sulf's Fxhiblit % and ask
you to state what that 1897
% table ~crepa-ed showing data, showi g wells actually croducing
frem Tubb zone,
= I hand vou what has heen identified as 0ulf's “xhibit S and ask
you to state what that is?
* That is a table showing data frem other wells which had showings
1n the Tubb Tone,
2 Are 81l the wells thal are shown there from this partioular gome
mredueins 2a37? '
A That 1s toue,



@ based upon your study in that particular gas pool, 1s it
your suycestion that the Lommission give eoasideration to

desi uating the ‘ubb Cas Pool as shown in Gulf's ixhibiv 27

4 f{8g.

4 1 now ﬁﬁaﬁ you what has been identified as Culfts «xhiibit
%0s ve 1 aBk you o snané what that i:?‘

A Trnat is a map showiagz the outline proposed for ths Amanda
Las rocl. |

W 1 hand you what has besen identifled as Gulf'*s sxhiblt 7 and
ask you Lo state whatthat i=7%

A That is a seetion prepared as supplexental dava for Aganda
Gas Pouol.

« oaBed on yow study of the Amanda Sas Foel, is it your
ragonmenidatlion that the Coumissien gzive consideration o
establishing an Acande Jag Pool as siown in Gulf's sxhiblt e
A Yag. |

« Ara une wells produecing in the smanda Gas Pool, are there any
oil wells preducin. in that zone?

A wb, slr, The pool ls limiteé £o a single well producing
zag ouly.

4 1 hand you what has been ldentified as Guli's shibit £ and ask
you %6 state what that ia?

A Trat is a zap showing the proposcd boundaries of the Justis
Gas ool with the line of cress section prepared also,

« 1 hand you what :as besen marked as Guli's xhibit io. @ and
a8k you L0 stale what that is?

-anL,-



A This is a cross seclion prepared threugk ths Justis Fool
showing the vertical limits of the gas sons.
« uUaged upon your studias in the “ustis Gas Pool, is it your

- suggestion that the Lommigsion zive consideration to establiashing

the Justis Gas Pool as shown on Exhibit ¥Neo. #7
A 1t iz, _
< 4Are there any oil wells preducing frem that particular sone
in the Justis Gas Pool?
& Lo

nie CAMPBELL: we would like to¢ have the record
show that (he Gulfl Zxhibive Une through Nine, are offered in
svidarce. rlease submit copies of your statement to Lhe
repurLer, _

“ae SPUnRladi  any questlions of this witness?
If rot Lhe witness may be excusged.

(ditness excused.)

wide weakY{t e Chairman, in erder that there be no
sonfusicn catwesn the Llinebry Uil Foel and the area that
Hre vrotters recosmended for the dlinebry Gas Pool, we suggest
that the name for tne gas pool be B5lin. We further suggest
that a8 ihwre are a4 number of small zas pools to which no
testinory has been presented today, that the case be held
over until the nxt time at which time we will try to complate
all the zas pools in lLea County,

Sile BPUIsdr  4ishoutl any objestions, Case lo. 245
will be continued Lo the aext hearings |

e WE¥RY: So we can finish it up st that time.

= q-
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GUkF @I ClLaPwiaTIov 'y WXpIBIT KO 1

in the multi-pay flald of tie fuaies townsite arsa there
are {ive wills eomploted in what iz cﬂﬂ!ﬁ#ly referred Lo as the
Pubb ras zone, Four of these werse plugged back to this pay after
falling 1o Tind Freﬁucnien in deeper objeetives and the filty is
& dual completion, produein: gas [rom the Tubb zons and oil from
the Qadériying Prinkard pay. In additien, in at least eight other
wells iu uhig area, drill stem tesss,ha#i indicated the zone to be
pote tially productiva of sus,

iﬁe crossegagtion A=At Las Eeia prepared w illustrate
both tne rdative structural amd stratigraphic position of the
z86 »05s in Lhose walls complsted (rom that pay. In additlen,
ctl:er wells from which drill stew tests data relative te showings
from tris sectior are avallable, have bsen lndicated by approe
pristz ev:bol on the attached m&p.

satva farnished by aciual productiorn tesis plue the
supplesertul drill stes test data indleate this zone Lo be &
dry yas ressrvolr, Strueturally nish wells sueh ag Continental
g ses rantaz, and low wells, such as (mlf We. 3 Paddogk, preoduce
only sas with variable amounts of distillate. 3Several dry holes
at gli kily lowsr elevations on tne [lanks of the structure furnish
added svidence that tha sone ig rno: produetive of eil down dip
and thareby gurzestive of a sas cap av the higher structural
slavations. Furthar evidencs o support this cenclusion is in
the fact Lunat the 30ne 1s spearated (rom the nearsst underlying
oil pay, ihe ugrinkard zone by some 200 feet of sgection, much of which



{8 relatively impermesabls.

The Tubb sand or Urinkard sandy member is a convenisnt
reference datum for the productive zone ih question. The pay
in tie Pfive produeing wellg falls within a maximum interval of
13C feet bslow the top of tuis daaum.r In the several wells from
which drill siss test data are a&vailable, the potential section
appears sumwhat more sxtensive vertically, the extremes being from
10f feet above ths Tubb horizoa to 203 feet below. lowever,
in thz walls aetually producing the ray is confined to the
sazcticy oelow tha Tubb sand and in other wells in which testing
was comploted, only thres included bede above this horizon.
fhis evideace plus that furnished from c#aplt exanination in
many othar wells of the ares appears sufficient to coanclude the
top oF the Tubd sand represents the upper limit ¢l this pay.

In the attached tables are ghown cusmpargtive dsta with respect

ot

o th

Py

¢ irnervals and the results cbtained from testing within

EOTw o

(5

ki

]

«nils the Lop of the -ubb said rather sharply definss
tie uppsr idais of te zena, the lower limit ie scmewhat 1nﬁ§fl-
nite. The mayiaum depth of any test completed was 203 feat
helow the send meéxber. Froc the electrie logs a "break"
approxisately 225 reet bslow the Tubb herison is readily ldentified
and this, altbough somewnhat arbitrary, effers a possibls lower
lizmit to the zone. It ie thus sugcested that the Tubb sas sone
be limited vertically tc the stratigraphic section cosmprising
the 225 feet of bads irmodiately bezlow the top efvtha Tubb sand.



ine horizontal or geographic limits of the peol are alse
rathar indefinite. From the atbtached map it will be noted that
the wells in which showinga were recorded are scattered in a
aorth-gouth direction over much of the Brinkard Pool but east
and west they are confined largely to the east fank of the
struadture. lowever, {roi sample date the zons is recognizable
in most wells of the Urinkard Pool and it is nﬁt,imgrebabla that
subsequent exploitation may prove the sons productive over much
of the uriakard area. bpassd on thase dats the proposed limits

of tha pool are as Indicatesd ¢a the assempanylng umap.

GULP CUAPLRATIUNYS  eXNIBIT HO. TWC

ANalJA  GAS _Puil
ihe Gulf Lkoe 1 amanda, located at < AW 3% Section 25,

Townsh:ip 22 Soutn, dange 37 HSast, is preductive of gas {rom a
localized zone of poresity im basal rermian delomite, This
well was drilled tc & depih of 7335 ieet and found rermian
sadiments in coutact with the pre-Casbrian at 7332 leet. The
5% incn casing was cemented at 7214 ises, the iall plugged back
to 7174 raet and completed through perferations betwaeen 7025
and 7045 feev, aiter 1500 sallons of aeid, flowing 3,372 NCF
gas per day with S.44 barrels of distillate.

although a aumber of wells in the lmmediate area penetrated
a comparable segquaancs of Permian sediments, in nons wasg the smanda
zone sufficlently developsd to warrsnt axpleitation. This zone

thus appears a quite local development and until proved otherwise,



by data available at a later date, must be considered a dry -
gas reservelr.

“Lhere are no othsr oil or zas pays in the reasining few
feet of the subjacent Permian beds and in the overlying section the
nearsst pay stratigraphically is the lower Prinkard of Andrews
oil zone. From the attacnad Seetion C the relative position
of this zas pay is available.

Iis view of the quite local dovelopmeat of tha zonse,
the depth necessary t6 reach it, and the small potential indicated
no furtier sxploitation of this pay appears prebatle. The immedi-
ate seciion within which the well is located (see accompanying map)
namely; .ectioen 25, Township 22 South, Hange 37 sast, appears
ampls i'cr the horizental liuivg of the peol, Fer like reasons,
the prascally exposed stratiyraphic interval provides adequate
vartical iimits.

T R e B

GULY  CLaPCAATICH®'S BXEIBIT RO. 3

Ak PUGL

Tn trhe Justis gas Pool, the lateral limlts of which
nave previocusly bean deflaed, there are at present four
producing wells. ine gas pay of this pool occurs in a section of
porous dolomite immediately underlying the Glorieta horizon. In
order to illusirate the structural and stratigraphic relation of
the wils which have either tested or are producing from this zons,
the cross-section HS-#' has been prepared.

available data suggest this reservolr is quite llmited,

bains confined almost wholly to the very erest of the structure.



Al lowar struehural elevations Lhe zone is water-bearing. The
western ataral Gas Co. %o, 1 Eaton {well 2 of section) which
occupies a relatively madial structural position was orizinally
completed in this pay for a potential ef 9,000 MCF per day.
Subsequently, because of encroaching water, it was nsecessary

to plug the well back to the more shallow Jueen formation. 1In
addition, the AtlantigeLlssn bo. 1 Justis {Langlie) and the
Clsen ic. 1 #imberly (wells 4 and 5 of seetion), hoth of which
occupy a night structural position, tested all underlving formae-
tions without dlisclosing any additbnal o4l or gas pays. Thess
data sugzyest the zone to be a dry ras reservoir and nou a gas
cap assoclated with an adjacent oil pay at either s lowsr structe
ural or stratigraphic position.

srom tha data at hand it is dis¢losed the productive
gection is confined to the interval ‘rom a minimun of 7 feet
to & maximum of 160U feet below the llorieta horiszon. In view
of the performance of the reservoir to date, it seems probable
the proauctive limits of the peol will fall within this interval.
for tlis reason, the more or lass arbitrary figure of 20U feet
below Lhe Ulerieta datum appears as u reagonable vertical 1limit
for tre Justis gas zons,

In view of its limitations, little if any additionsal exploi-
tatior o1 this reservoir is antiecipated and therefore the nhorizontal
liriis o tne pool as presently defined appear adequats, Thaese
limite, as shown on the accompnaying map, comprise the following
lands: H.f4 tectien 1, S&/4 Fecs 2, &2 See. 11, %/2 Sec. 12,
%/2 Sec. 13, %/2 Sec. 1k, /2 3ec. 23, and W/2 Sec. 24, &1l in

Townshis 25 South, nange 37 Bast.



ARGRADA PLTRULLUE CURPUHATION
EXHIEIT 50. 1
CASE 245

A% TorigkkE GAS Pulli

lo the Funument {ileld there is one well produeing gas
frox. the “cXee sand in the Simpsorn rormation. Tires other wells
drilled through the ¥cKee sand have indieated on drill stem tests
that they will preéues gas {rom thai seme.

‘he atiached cross-section shews the sample logs and drill
sten test results for all wells drilled through the ¥ckea sand in
the “onument llela. The attached map iigla the location of the
wells., )

‘ne kcfee sand is comsidered as the zone starting at
F84LY (-0250%) 1In amerada Petroleum Jorporation's state 5 well
#o. 5 and extandinz to the top of the =llenberger formation at
10,010 {-05207). [he waver level is at approximately ©330' subsea.

~merada State F sall io. 5 was completed iiovember 4, 1943
as a hicsh zas-0il ratic oil well. This was the discovery well for
the . .onument--sickee pool. The thin oil column was soon dopleted
and'uhe w2ll was reclagsified as a -as vl Earch 1, 1950, ‘the
well currently produces condsnsate with a gravity or U5 degrses
APl., 0 othaer well has indicated any oil coluan.

ihe boundaries origlually set out by tae Uil Conservation
vommisslon for the Monument-iiciee Pool, should cover any possible
gas oroductive acreage frow tnat zone. Those boundaries are:

To 198, 36K Section 36

ie 195, LW37% Sectiern 31

Te 208, 1,368 Section |
Te 200, .372 Section G

Y



AMERADA Puia0LEUR CLAPOURATIGH
AHIBIT ®U. L
I CABE 245

A

HISHTUEGH PLaMO-PERNSYLVAYIAN GAS PUGL

In the sightower ficld there are Lwo gas wells completed
in a secilon refemed 1o as tha rFermo-Fennsylvanias zone. ?wa'
othaer wells drilled through this 2one have ladicated on drill
stas tegts Lhat they will preduce zas {rom that zona, [hree

thar walle were drilled throuzh this zone with insufficient
porosity development to produce &nd one of these wells found
wataer in Lhe base of this zons.

ine attached eross-seciion shows tns electric logs and
drill stem cest rasults for {ive wells drilled targugh the Fargoe
Penusylvaalan zone in Lhe ulghtower field, The atvaghaduap
shows %ihe location of all walls in the sishtower (ield,

Jhe gone that is zas preduciive starts at or sear the
Lop 91 tiw «0lfcamp in the apsrada Fetroleum lorporationts
Bev. cvaeh sell 0e 1 at 8333 (=4130') and extending to 3690°!
{=icul?; wnich point is 70" below -he top of the Peunnsylvanian.
The watsr level in thils sone is v 4500 pubsek. water found
on & drill stem Last lo tne lower part of tils zone zoparates
vils reservolr ifrow lowsr ¢oll preoductiive zones.

The boundaries vriginally ssi out by Lhe Uil Conservation
Gommission I'or the ﬁigﬂzﬁw§§ Formo-senasylvanian iPool, zhould cover
any possible ras productive acresze [rem that zone. incse
boundaries are:

Tel24, aj3s  Cecuions 22, 23, 2 1 27,
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It would seem to be reasonable to me if wells now shut in
were opened up that they would tend to take 1n time some-
thing of the same course, and that it might not be too un-
reasonable to predict that what is occurring in the present
operating facllities, in the present operated wells, since
it's over half the field, might not be too far wrong for
the whole thing at this time. That may be a far fetched
conclusion, but the ratios in the fileld vary from one end
to the other and it is Iinterconnected and we have found
that 1t tends to vary about the same time. But because
there has been a shut in, the chances are those wells

that are now opened up will not have on the average quite
as high ratlos as the wells that continued to operate.

CHAIRMAN THOMFSON: Does Mr. Kayser have a question?

MR. KAYSER: MNo question, I just have the informa-
tion you wanted me to give.

CHAIRMAN HOMPSON: Come right ahead. Any further
questions? The witness is excused. Thank you, Mr. Bunn.
Come right up, Mr. Kayser. He's golng to give us the
information asked for earlier. We're glad you got them
ready.

MR. KAYSER: The first question was the capacity
with compressors The first figure that I give 1s the raw
gas into the gasoline absorption plant. In the case of
Tex-Harvey, the capacity of that plant is 35 million a
day. In the case of the two Texas Natural plants, which

is other than the Benedum plant, is 60 million a day.
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El Paso's Midkiff compressor station, which can be counted
as a plant, is 37 million a day, which makes a total raw
gas capacity of 132 miilion a day, exclusive of the Bene-
dum Spraberry.

Then you put in the Benedum Spraberry, Texas Natural has
14 million, Plymouth has seven; that seven is bkeing increased
additionally but we count what is there today. That makes
21 additional, which makes a total of 153 million of com-
pressor capacity for raw gas out of the Spraberry.

Now, against that, we figure we get residue gas -- if
they were operating at that capacity, we get residue gas
about like these figures I'll now give you.

For Tex-Harvey, 26.5 million; for Texas Natural, on the
two plants, 42; for El Paso Midkiff, 30, making a total of
98.5. The Benedum, 14 -- it has 14, Texas Natural Benedum.
We get residue of about 10.5 and the Plymouth seven, which
would give us residue of about 5.25, making a total of 114
million -- 114.25 million cu. ft. of gas a day of residue
gas that would come out of all of the capaclity that is in
the field.

Now, we have pipe line capacity and abillty to absorb
into our system at this time that much gas. I said a while
ago that it was 92 -- it's 92, but actually if we had it
put to us and we needed tc take it, we can take the quan-
tities that I gave at Benedum. Next ---

COMMISSIONER MURRAY: Mr. Kayser, if each of these
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plants mentioned has the compressor facilities at that plant
to deliver under your line pressures which would exist if
they were delivering all these quantities, these amounts of
gas ---

MR. KAYSER: Yes, sir, they have the capacity to handle
raw gas in the quantities stated.

COMMISSIONER MURRAY: And process 1it?

MR. KAYSER: And process it and compress it ---

COMMISSIONER MURRAY: To the line pressure you would
have, if you had 114 million a day?

MR. KAYSER: And deliver to us all the residue gas left
over, which 1s about the figure I gave, and we are able to
take 1t, and take it to market.

COMMISSIONER MURRAY: Your ability to take it depends on
their having the ability tc put it up to whatever the line
pressure would be to get that much gas into your system?

MR, KAYSER: That's right.

COMMISSIONER MURRAY: And they have the compressors?

MR. KAYSER: They have the compresors to do that, and we
have the compressors at Midkiff toc do i1t, and it is wholly
ineffective unless it comes up to that pressure, because
two and two make four.

That was the first question that was asked. The second
question -- and that's with and without Benedum -- the sec-
ond question was, what was the quantity produced in July,
what did we actually take out of Spraberry plants other

than Benedum.



30

83

I want to say this, that as to Benedum, we have eapacity to
take out of Benedum all of the gas that is produced in
Benedum, including the Spraberry, on any ordinary produc-
tion days, like 20 -- I even think it would go © 26. So
that you can consider that you can put Benedum on whatever
you want to put it on, and we can take the residue gas,

and that means that the plants have a sufficient amount

of compression to move it on up to the pressure so that we
can take it.

COMMISSIONER MURRAY: And that would not reduce your
ability to take from each of these other plants at their
full compressor capacity to deliver to you?

MR. KAYSER: It would not.

COMMISSIONER MURRAY: That's the answer to the question
I had.

MR. KAYSER: We thought that was the information you were
trying to elicit.

Por July production: On July 7Tth, we took from the Tex-
Harvey plant 21.7. Now, when I'm giving you these figures,
they're not run out to the last accounting practice figures.
The rendition of the bills will show slightly different.
This 1s taken from the dispatcher's office, which is suf-
ficiently accurate for all of these calculations. We took
from Tex-Harvey Pembrook plant -- I mean, Texas Natural
Pembrook plant, 18; and from the Floyd -- West Floyd, I

believe it's called -- 23; and through our Midkiff plant,
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21; making a total of 83.7. On July 12th, we took from
Tex-Harvey 20; Texas Natural Pembrook, 21; Texas Natural
West Floyd, 21; El Paso Midkiff, 24; a total of 85.

I want to impress on the Commission very earnestly that
when you pick out in the first part of the month a handful
of days, or even up to the first half of the month, you
haven't got the picture, because we've been operating there
for lots of years, and what happens is that when you've got
around a 21 day month, around the 22nd, 23rd, 24th, 25th,
it begins to fall off, and we are running all over the
country to make up the deficit by the 31st day of the month.
Those are just physical facts that happren -- operating
facts. So that these figures do not represent the effect
of the order. That's Jjust A-B-C, and I was tremendously
rclileved to hear what the General said a while ago.

CHAIRMAN THOMPSON: I was speaking for the Commission.

MR. KAYSER: Thank you. I'm very glad to hear that.
Now, you asked me one other question, and that's our sched-
ule. I said that we would expect to take additional gas on
November the lst. Before I give that schedule, let me tell
you what the total program is. The total program is that
we plan to take out by means of our own plants, 167 million
feet of gas from Spraberry. That's what we are building,
plants, to talle raw gas from the wells.

COMMISSIONER MURRAY: 1679

MR. KAYSER: 167 million. That's our first program.



85

Now, we have 37 already connected and compression provided,
which as we say, that's all you're interested in. Later,
we will get into the gasoline absorption plant. So that
leaves 130 million to go. We expect to be able to take

50 to 60 million of that 130 million around November the
1st. We then expect -- 50 to 60 million more than the 37.
The 37 is already done. We expect to take 50 to 60 million
more additional the the 37 around November lst, and then we
expect to move up compression and pipe line capacity, and
our goal is January 1lst for the whole 130 miliion addition-
al to the 37 million. So that we are aiming at being able
to take out 167 million by January lst.

Ye might miss that, but I don't think it is optimistic
to say -- too optimistic -- in fact, I don't think it's
optimistic to say that, because our pipe delivery is all
right. Ve are, we might say, crowded with delivery of com-
pressors, and it simply takes the coordination of the com-
pressors with the construction of the 30 inch line across
the northern portion of New Mexico, and as you know, you
can build in that country in all kinds of weather, all
the weather that you have.

COMMISSIONER MURRAY: What kind of weather do they have
in dry weather?

MR. KAYSER: We don't anticipate being held up on any
account. Now, if I may be pardoned for just saying one

general word, I would apprecizte the opportunity. I want
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to say this, that it's not the easiest thing in the world
to move this residue gas on out to the market. There 1is
not any appreciable amount is goilng to be marketed under

an average of a thousand miles of transportation. Now,
that costs a lot of million dollars to move this stuff.
That that we take out -- the biggest part of it goes to
California, and when you take the combination of our lines
and the California lines, you have more than a thousand
miles of line to build in order to move it. That that goes
out the Permian goes to Northern Natural and it goes as far
as Minneapolis. That is in the range of a thousand miles
itself.

So that that is the total problem you're looking at. It
isn't a question of going and getting it and putting 1t in
a tanl somewhere and getting it to a local market. The real
market for this gas ison an average of about 1000 miles
away. That takes a lot of planning ahead of time to move
it. You can't move it on Jjust -- call up and say tomorrow
we're going to move that much gas. It doesn't work that
way.

Now, I want to say Jjust one other thing, that there is

a lot of risk inveclved in doing this. It isn't easy to fit

the program of supplying gas to population into all produc-
tion. Don't make any mistake about it, it's not easy --
1t's very difficult, and the more difficult it is made at

this end by regulation, obfiously the moe resistance there
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is to undertaking the job. To date, we have felt that we
had complete cooperation out of this Commlssion. It's been
a matter of pride for us to work with it and cooperate to
help move this stuff out, but I do want to emphasize this,
that i1t is utterly impractical to try to move it on a 100%
conservation basis.

I mean just that. You've got to waste some of it.

There is going to have to be some kind of waste - waste in
the sense that the physical product will not reach market
and be burned through a burner. It just 1sn't in the cards
to do it, and the point I want to make further is that both
the E1 Paso Company and Northern Natural, through Permian,
have acted to my certain knowledge Jjust as diligently and
as rapidly as they could have against all of the obstacles
-- I wouldn't want to call them obstacles -- natural dif-
ficulties, toth regulatory and physical and financial that
were involved in completing these projects.

Now, one other thing. I'm on top side this time, so I'm
speaking for myseif, but I'l1l probably be on the short side
the next time -- maybe. But I think that in the interest
of a policy to encourage pecple to come get the residue gas,
you shouldn't pinch the fellow who has been diligent and
who has spent his money and gone out and got the contracts.
You should neither pinch him or the fellow who contracted
witn hiim, because that has a ftendency to pull down incent-

ive and you want incentive in there. We're ahead of the
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other fellow; all right, next time maybe Permian and Nor-
tern are ahead of us and we're the ones that are going to
have to be pinched. All right, we'll take our plnching
when the time comes. But you cannot expect, in the very
nature of marketing of gas, you can't expect the two pro-
grams to be absolutely dove talled in -- they just can't
do it.

CHAIRMAN THOMPSON: You do approve, Mr. Kayser, do you
not, of the saving of casinghead gas?

MR. KAYSER: Do what?

CHAIRMAN THOMPSON: You do approve of the policy of con-
gserving and not flaring it to the air, do you not?

MR. KAYSER: We advertise all over the United States the
fact that we are doing a conservation job in taking this
gas and putting it under the burner.

CHATRMAN THOMPSON: We.have so bragged on you all .over
the land..

MR. KAYSER: Well, we appreciate it, and we've bragged
on you. We've heard that all of the places in the United
States where an effective conservation program has been put
into effect, it's iIn the State of Texas, and that not only
has it applied to o0il but it has applied to gas.

The only point I'm making is that there are difficulties,
there are things that have to be worked out that cannot be
worked cut with the simplicity that they are worked out
with oil. It took a long time of difficult work on your

part and cooperation on the part of the various oil com-
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panies and producers and marketers to get a smooth-running
proration of oil. You've got the same thing here, and all
I ask 1s that you be reasonable and lenient and I think you
should be lenient, both toward the producer who has con-
nected to us in this instance, and towards us, and if you
do that, why, I think that in the long run it will benefit
conservation rather than to hurt it, because the thing that
will hurt conservation more than anything else is for people
to walk up -- I mean the people who have the capacity and
the money and the market -- walk up to residue and say,
"That's too hard for me to touch."

That's in the interest of conservation.

CHAIRMAN THOMPSON: Any questions of Mr. Kaiser? The
next witness? Mr. Weeks?

MR. WEEKS: I want to request the Commission to increase
the number of days allowable. I think the sum total of
this testimony 1is that the plants are underloaded and the
lines are underlioaded, and even the compressors are under-
loaded approximately 15 or 20%. My comment would be very
brief. I merely in connection with that request want to
say that I apprreciate as a lawyer of some experience what
Mr. Kayser has saild from a practical standpoint about con-
tracts. We have a useful out let for our gas and we're
sorry that everybody doesn't. We have the same thing, but
it works sometimes that -- as Mr. Kayser said, some are

more fortunate than others and it's not always the same



THE STATE OF TEXAS |
COUNTY OF TRAVIS 6
I, Peggy N. Studer, official reporter for the 0il and
Gas Division, Railroad Commission of Texas, do hereby cer-
tify that that portion of the foregoing transcript reported
by me constitutes a true and correct transcription, to the
best of my ability, of the testimony introduced and pro-
ceedings had upon the hearing of the foregoing docket, which
hearing was held in Austin, Texas, on July 15, 1953.
Witness my hand on this the 18th day of July, A. D.,
1953.

“OFFICIAL REPORTER

THE STATE OF TEXAS )
COUNTY OF TRAVIS |

I, H. Ray Pardue, official reporter for the 01l and
Gas Division, Railroad Commission of Texas, do hereby cer-
tify that that portion of the foregolng transcript reported
by me constitutes a true and correct transcription, to the
best of my ability, of the testimony lntroduced and pro-
ceedings had upon the hearing of the foregoing docket,
which hearing was held in Austin, Texas, on July 15, 1953.

Witness my hand on this the 18th day of July, A. D.,

1953. )




before the
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

November 19, 1953

IN THE MATTER OF:

The purpose of setting the allowable
production of gas from the following

nine gas pools in the State of New
Mexico for the six-month proration per-
iod commencing January 1, 1954: Eumont,
Arrow, Blinebry, Langmat, Justis, Byers-
Queen, Jalco, Tubb, and Amanda Gas Pools.

TRANSCRIPT OF PROCEEDINGS

November 19, 1953.

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS
ROOM 105-106, EL. CORTEZ BLDG.

. o PHONES 7-9645 AND 5-9546
3 * ALBUQUERQUE, NEW MEXICO




0IL CONSERVATION COMMISSION
STATE OF NEW MEXICH
at
Santn Fe, New Mezice

;
* BEFORE
|

| December 17, 1953

- e S SE AR e W G ay w WD G Em am e

oo s S’ e Necam .. gt Nesmat! Nl

e

& HWiil you silate your name and positicn, pleoase?

z, englinesy, Jiil Conservation Commission,.

4

mgLien ¢of the Commissiosn

in your owa Words your recommendaticns and suggestiosns as

supglesentsry gzs aliocaiion recommended?

AIUArY .

the menth

Y g whioeh 4 373 Q1Y 0r AP T A sicuemes 4 .
are 973,425, wvhich ig up 135160 ¥F. For Arvew it 1is

are 2,055,478 MUF, which is up 389,288,

48,427 MCF. For Langmaii, tolal supp-

whieh are dewn 1,127,163 MO, fubhs, totsl

7, whishk is up 8%,89388,

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106. EL CORTEZ ELDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE. NEW MEXICO



———

January neminations of 12,324,763, which is an increase of 2,235,6
vhich gives us a total fer the six month period of 51,197,025
nominations.,

@ For clarification, Mr. Utz, you meant when you used the wo
*the same" - -

A The same as the previous preliminary nominations, same as
preliminary nominations. That is all I have,

MR. GRAHAM: Do you have any further comments?

A No further comments.

rds

the

MR, SPUBRRIER: Is there any gquestion of the witness? If not

the witness may be excused, Does anyone else have anything te offer

in this case? If not we will take the case under advisement and move

on to Case 6il.

{¥itness excused)
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November 19, 1953

IN THE MATTER OF:

The purpose of setting the allowable
production of gas from the following
nine gas pools in the State of New
Mexico for the six-month proration per-
iod commencing January 1, 1954: Eumont,
Arrow, Blinebry, Langmat, Justis, Byers-
Queen, Jalco, Tubb, and Amanda Gas Pools.

BEFORE ¢
Edwin L. Mechem, Governor

E. S. Walker, Land Commissioner
R. R. Svurrier, Secretary, 0Oil Conservation Commission

TRANSCRIPT OF PROCEEDINGS

MR. SPURRIER: The meeting will come to order, please.
The next case on the docket will be the consideration of the al-
lowable from Lea County for the six months period beginning Jan-
uary lst, 1954.
(Notice of publication read by Mr. Graham.)
ELVIS A. UTzZ

the witness, having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By MR. GRAHAM:

n Will you state your name and position, please?
A Elvis A. Utz, Engineer with the 0il Conservation Commis-:
sione.

0 In your capacity as engineer of the 0il Commission, are

L - S— S ~ _
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yéﬁgééﬁgféll§rfamilié£m§1£h the studies of the Commission and

|
\ their various hearings which resulted in the designated classifi-
E cation of the gas pools in Lea County?

3 A Generally familiar, yes.

] Have you, in your capacity as Engineer of the Commission
- had occasion to study the probable market demand for gas in the

| pools for the ensuing six months pro ration period commencing

January lst, 19547

A I have made a hasty survey of recent production statis-

tics of the general pools and gathered some general market demand |

{

information to the effect that the demand for gas is continuously |

F

increased over the past several years and is limited mostly by

' transmission facilities which are federally regulated. It is

reasonable to assume that this national demand would apply to

Esoutheastern New Mexico. The new purchasers recently entered the
%area and the operators have, in anticipation of the active de-
%mand, have engaged in numerous gas or oil-gas dual completions,
these general ties, coupled with preliminary nominations, indi-
cate an active demand.

: 0 Have you received and compiled the preliminary nomina-

;tion of the gas purchasers from these respective designated gas
;pools?

A Yes, I have. They are as follows: Blinebry Gas pool,
.total nominations for the six months proration period that have
been received, iacidentally, all of these nominations are undoubt- |
edly incomplete, but this is the totals received up to now, ex-
cept those, of course, received in the last ten minutes. Bline- !
bry gas pool, 2,836,813 MCF; Arrow Gas pool, 6,654,892,

ADA DEA?OT:TEI:EP&ORi\ifOClATES
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MR. SPURRIER: MCF? |

A MCF. All these figures quoted will be MCF. Amanda,
189,000 MCF; Byers-Queen, 193,370 MCF; Eumont, 13,422,009, Jalco,
9,860,091 Justis, 278,593; Langmat, 16,871,7,0; Tubbs, 2,921,615,

We also have the nominations for wells in an unassigned area for
? 595,400--595,200, rather. This gives us a total for the nine

i pools of 48,861,423, up to the present time.

i Q Based upon your studies, what in your opinion would be

the reasonable market demand for dry gas produced from these des-f

ignated pools? Each of these designated?
A In my opinion, the reasonable market demand for each pool

would be the same as the total pool nominations just read, plus

any further nominations which may be received between now and
November 24th.
| Q Have you, in the course of your study, compiled any past
history data in regard to the production of gas in these various
' pools? Will you relate this information?

A I have production figures available for the period of
bApril 1st to October lst. The total production from these nine
idesignated pools is 33,201,911 MCF. In comparing this figure
iwith the total nominations, it must be considered that these are

§for a low demand period, of the summer months which would indi-

cate the nominations and allowable should be considerable in excess

'of this amount. I have no way of knowing just how much in excess

at this time.
Q In order to prevent waste and to protect correlative rights,

in your opinion is it necessary for the gas pools in Lea County to

- S . S
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be limited iﬁrtheir production.

A In my opinion, and based on the facts and figures avail-
able to me, I believe that the nine designated gas pools of Lea
County should be prorated at this time in accordance with the
0il Conservation Commission orders 368 and to 376 inclusive.

Q In your opinion is the total producing capacity of the

- gas wells within each pool greater than the allowable reached for

such pools?

A Based on the nominations received at this time, I believe

producing capacity is greater. The complete answer to your quest-

ion would depend on future nominations.

Q In your opinion, will such a pool allowable afford each
respective ownsr in the pool the opportunity to produce his just
and equitable share of the gas in the pools without waste and in

fsubstantial proportions to that found recoverable? To the total
égas recoverable in the pool?

? A Due to the limited time and study and experience, I be-
;lieve the method outlined by orders 368A to 376A inclusive will
;provide the most equitable means of prorating at this time. How-
Fever, I believe considerable study of toher methods is advisable
jduring the course of the first six months proration period.

Q Do you have any other comments to make, with reference to

this matter?

A No other comment, only that I would suggest that the Com-

mission continue this case until all the nominations are in.
MR. SPURRIER: Are there any further questions of the

witness?

§

i
i

|
1
i
i

i

. MR. KEELY: Who made the nominations that you referred to?
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Company. The 48 million figure total that you read, does that

‘include the 595,000 unassigned, the unassigned pool?

for the six months or monthly average.

What cdﬁbéhiéérnomiﬁggé&:”ﬁp to date?

A Permian Basin, Southern Union, Humble, El1 Paso, Gulf,
Continential, Amerada, Phillips, Sunray, Stanolind and Skelly.
There are some nominations in, but I didn't have time to record
them. I believe they were from--I don't recall at this time.

MR. KELLY: Do you expect that the additional nominations
will increase these figures that you read off to a great extent?

A I don't expect that they will increase them too much,
but how much I can't say.

MR. KELLY: Do you feel that you have got most of the
nominations in?

A I believe we have, yes.

MR. SPURRIER: Anyone else? Mr. Davis?
MR. QUILMAN DAVIS: Quilman Davis, Southern Union Gas

A Yes, it does.
MR. DAVIS: That is all.
MR. SPURRIER: Anyone else? Mr. Christie.

MR. CHRISTIE: I wasn't quite clear if this was a total

A It is a total for the six months period, Mr. Christie.
:l « SPURRIER: Anyone else? If there are no further

questions, the witness may be excused.

(Witness excused)
MR. SPURRIER: Does anyone else have a comment in the

case? + o o« o Mr. Adair?

| ~ MR. ADAIR: I would like to ask the El Paso representative
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MR. SPURRIER: Does El Paso submit? Please come forward.

—_— e e mem m— e R =T ==Y

the witness, having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By MR. ADAIR:

Q Your name is Norman Woodruff and you are employed by El
Paso Gas Company? I believe you are gqualified, Mr. Woodruff, as
an experienced witness in the Jalco pool at the last hearing, in
Case 582, is that correct?

A That 1is correct.

Q Mr. Woodruff, you testified at your last hearing, in

;connection with the Jalco pool, that your company was connecteqd
- to some 103 wells in that pool, is that correct?

A I believe that figure is correct, I don't recall exact-
]ly. I could check that figure, but I believe that you are correct
i 0 You also testified that your connections to these 103
igas wells were by reason of gas purchase contracts that you had
recently negotiated with the owners of such wells, which provided
for minimum takes.

A That is correct.

|
}
;
| o What is El1 Paso's nomination per 160 acre units for the
first six months of 19547

A I haven't that--

o) (Interrupting) I, the Jalco pool?

A I haven't that figure availatle to me here. If the
Commission please, I will get the information, and I am sorry

that I failed to bring it with me, and later in the proceedings
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Aﬁggggﬁﬁéﬁld Bémhapgy7£6Héivéﬁégéﬁaﬁéwér to Mr. Adair.

MR. SPURRIER: You mean later today?

A Yes, sir. They are in the hotel rather than here.

MR. ADAIR: If the Commission please, it is very impor-
tant. Could I continue the Jalco portion of this case until such
time as Mr. Woodruff gets this information? We would also like
to have Mr. Woodruff get the information as to your takings from
the same wells for the first six months of this year.

A I do not have that information available.

8) Can you get it?
A It is available from the records of the Commission. The

production from each and every well is shown.

Q I don't mean by wells. I would like to have the average
' per unit. I think it is very important to this first period of

- gas pro ration to compare your takes from these 103 units in the

y

?Jalco pool for the first six months of this year, with your nomina;

itions for the first six months of next year.

: A I am sure that information could be determined. I might
Estate, Mr. Adair, that our demand for gas varies considerable
}month by month and year by year. We have considerable increased
;demand this year over last year, due to additional contracts for
{supply that we have made with the various California companies.
We have also got many new sources of supply since last year. So
TI hardly think that the information that you request would be
something that you could depend on as being correlative one year

to the next.

L)

Q You can get that information, though, while the Commissioﬂ

is in session at this hearing? -

t
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A No;wf can'ﬁ:

F Q Do you know whether or not your nominations for 1954 are
1considerably less than your takes from the same wells in the Jalco

gas pools for the first six months of 1953.

r A I do not know.

| Q Do you know whether or not your nominations for 1954 are
;less than the minimum takes that you contracted to take?

A During some months I believe them to be.

Q To that extent then, these contracts would be impaired?
A I don't believe that they would.
Q

To the extent that you took less than you agreed to take

' under the contract?
| A I believe, and I could be wrong, but my opinion is that
‘if we averaged that volume over the years time that have likely,
;there would be no question concerning meeting minimum takes.

MR. SETH: If the Commission please, I would like, on
‘behalf of El Paso, to object to this line of questioning. This
is not within the scope of the hearing. The hearing is on the
proration of gas in the nine fields in Lea County. It is.in re-

lation to market demand. Any relation to particular contract

rights is not relevant to this particular hearing. If Mr. Adair
}has--desires to develop a situation there that he believes is a
breach of contract, I believe that is either a subject for the
‘Courts or a subject of special hearing. I don't believe it per-
tains to this particular call on the proration of gas in the Lea
County generally. We object to any further questioning.

MR. ADAIR: If the Commission please, in my question I

was trying to be guided by Rule 6, Case 582, which says, "The
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Commission after notice and hearing, shall consider the nomina-

tions of gas purchasers from the Jalco Gas Pool and other relevant
data and shall fix the allowable production of the Jalco Gas Pool,
and shall allocate production among the gas wells in the Jalco

Gas Pool wupon a reasonable basis with due regard to correlative

rights." What I have to ask Mr. Woodruff has a direct bearing on

correlative rights required by virtue of the existing contracts.

MR. SETH: If the Court please, I don't believe correla-
ftive rights are determined by contract rights. I believe the cor-
frelative rights are--it is something that the Commission has to
" consider, but I don't believe the Commission is required to con-
1sider the contract rights pertaining to the individual contracts
and the variations in ownership. You can't do it in connection

with o0il or you don't do it in connection with oil. There is no

‘reason why the peculiar contraat conditions should have a bearing
?on this particular subject itself.

; MR, SPURRIER: The Commission will sustain the objection,
EMr. Adair.

i MR. ADAIR: May I ask the Commission please, does that
iruling go to his furnishing the information that he said he would

i furnish to the Commission as to their nominations?

MR. SPURRIER: I don't think so. I think we would like
to have the information.
Q Will you do that, Mr. Woodruff?
A Yes, sire.
MR. SPURRIER: If you can. Do what you can.
A If the Commission please, after considering my last state-

ment to Mr. Adair's question, I said it was in my opinion--1I

- N Ny
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believe igwprébably was concerning a légal matter and I am quali--]i

fied only as an engineer. I would request that that portion of
my testimony be stricken from the record.
MR. SPURRIER: The request is granted. Anything further?
MR. ADAIR: That is all I have, Mr. Woodruff.

MR. SPURRIER: The witness may be excused.
(Witness excused)
MR. SPURRIER: Does anyone else have a comment in the
case? Mr. Stahl. i

MR. STAHL: Mr. Stahl of Permian Basin Pipeline Company.

I would like to ask a question, if I might.
MR. SPURRIER: Of whom?
MR. STAHL: Of the Commission. Items number seven, under%

%the Commission's findings states that an adequate gas well test-

iing procedure shall be adopted. This is a point of information.
%Has the Commission at this time--are they prepared to tell us

fwhen that testing procedure will be started so that we can start
gmaking some plans? I believe it is Item Number 7 in each one of
ithe findings, on page two. There is no time stated. I was won-

Edering if you all had determined yet some of the timing with re-

jspect to those testing procedures.

MR. SPURRIER: Well, the answer is, Mr. Stahl, as soon asj
|

possible. Anyone else? If there is nothing further in the case,
we will take it under advisement and move on to Case £02.

MR. WOODRUFF: The figure requested by Mr. Adair which
would indicate the average per well demand expressed by El Paso on
a per well basis daily for the first six months over 1954 is 531 E

IMCF per well per day at 15.025 pressure basis. This is for a full
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160-acre unit.

MR. SPURRIER: Let the record show that the case inso-
far as the nominations on a monthly basis is concerned that the

' case is continued to the regular scheduled monthly hearings of

the Commission from December through May of 1954.

o LeRILIFLIGCATE
1
} I, ADA DEARNLEY, Court Reporter, do hereby certify that

ithe foregoing transcript of proceedings was taken by me on Thurs-
iday, November 19, 1953; that the same i1s a true and correct record;
sto the best of my knowledge, skill, and ability.

| DATED at Albuquerque, New Mexico, this 24th day of Nov-

ember, 1953.

‘ __/s/ Ada Dearnley
| COURT REPORTER
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NAME

REPRESENTING

LOCATION

H., E. Massey

E. H. Foster

H.

m

P

White

R. D. Grimm

Jack M. Campbell

w.

R'
L.

D.
M.
A,

W.

Homer

Jason

A.
L.
E.
W.

R.
R.
M.
G.

Girand, Jr.
Bumpass
Hanson
Nestor
Heins
Hansen
Folmar
Dailey
Kellahin
Ballou
Barineau
Knight
Abbott

C.A., Hull

Ray E. Seifert

Cities Service 0il
Phillips "66"
Phillips "66"
Phillips "66"

Atwood, Malone &
Campbell

Me-Tex Supply
Gulf 0il Corp.

0. C. C.

Shell 0il Company
Shell 0il Company
Stanolind 0il & Gas
Company

The Texas Company
Continental 0Oil
Continental 0Qil
Sun 0il Company
Sun 0il Company
Stanolind

Amerada

Shell

Amerada

Hobbs, New Mexico
Amarillo, Texas
Bartlesville, Oklaho:
Bartlesville, Oklahor

Roswell, New Mexico

Hobbs, New Mexico
Hobbs, New Mexico
Artesia, New Mexico
Hobbs, New Mexico
Hobbs, New Mexico
Fort Worth, Texas
Fort Worth, Texas
Fort Worth, Texas
Santa Fe, New Mexicc
Dallas, Texas
Dallas, Texas
Roswell, New Mexico
Monument, New Mexico
Midland, Texas

Midland, Texas



Victor T. Lyon Continental 0il Fort Worth, Texas

Company
H. W. Swaim Continental 0il Co. Midland, Texas
Jack B. Collins Continental 0Oil Co. Midland, Texas
A. L. Hill El Paso Natural Gas Houston, Texas
Company
F. N. Voodruff E.P.N.G. Company Houston, Texas
R. T. Wright E.P.N.G. Company Jal, New Mexico
M. E. Curry Skelly 0il Company Hobbs, New Mexico
H. H. Vickery tlantic Reftg Co. Midland, Texas
John A. Woodward Amerada Pet. Corp. Tulsa, Oklahoma
J. W. Recter The GChio 0il Co. Houston, Texas
W. H. Everett The Ohio 0il Co. Houston, Texas
G. E. Stahl Permian Basin Pl. Co. Omaha, Nebraska
J. W. Baulch, dJr. E.P.N.G. Company Jal, New Mexico
W. E. Ainsworth Permian Basin P. L Omaha, Nebraska
J. J. Abendschan 0. C. C. Aztec, New Mexico
Aaron Cummings R. Olsen 0Oil Jal, New Mexico
Warren W. Mankin The Texas Company Fort Worth, Texas
Coe S. Mills The Chio 0il Company Midland, Texas
J. D. Anderson The Ohio 0il Company Houston, Texas
Louis H. Shearer The Ohio 0il Company Houston, Texas
D. H. Spellman, dJr. The Ohio 0il Company Midland, Texas
J. K. Smith Stanolind 0il & Gas Fort Worth, Texas
Company
Ross L. Malcom, Jr. Akwood, Malcom- Roswell, New Mexico
Campbell
Foster Morrell Independent Roswell, New Mexico
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Clarence Hinkle Humble 0il & Rfg. Roswell, New Mexico

Company
S. J. Stanley 0. C. C. Hobbs, New Mexico
J. L. Paiter, S. 0. C. C. Hobbs, New Mexico
Merle B. Rogers E.P.N.G. Company Jal, New Mexico



BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

January 21, 1954

IN THE MATTER OF:

Notice is hereby given by the State of New Case No.
Mexico, through its 0il Conservation Com- 582
mission, that Texas Pacific Coal & 0il Com- Rehearing

pany, upon proper petition, has requested

a rehearing in Case 582 (relating to rules
and regulations for the Jalco Gas Pool, Lea
County, New Mexico); that in said petition,
petitioner asks recision of Orders R-368 and
R-368-A entered in Case 582 under dates of
September 28, 1953, and November 10, 1953,
respectively; that the Commission, by its
Order No. R-368-B, has granted said rehear-
ing and set it for 9 a.m. on January 21,
1954, at Mabry Hall, State Capitol, Santa
Fe, New Mexico, at which time petitioner
and other interested parties will be heard.

Nt Npt? Nty WtttV gyt g Netl? Wt vt gt Nttt “pn Nt vntsl ot vt

BEFORE:
Honorable Edwin L. Mechem
Honorable E. S. Walker
Honorable R. R. Spurrier.

TRANSCRIPT OF PROCEEDINGS

MR. SPURRIER: Let the record show that we have met here
at nine o'clock but we are recessed until one o'clock, that is one
ofclock sharp.

(Whereupon, the hearing was adjourned until 1 p.m.)

AFTERNOON SESSION, January 21, 1954 at 1:00 P.M.

MR. SPURRIER: The meeting will come to order. The first
case on the docket this afternoon is Rehearing in Case 582.

(Mr. Graham reads the notice of publication in the Re-

hearing Case 582.)



MR. ADAIR: My name is Eugene Adair, representing the
Texas Pacific Coal and 0il Company. My associate counsel in this
case is Mr. John Russell of Roswell, New Mexico. At the request
of the Texas Pacific Coal and 0il Company the Commission issued
a subroena to Mr. A. L. Hill of El1 Paso Natural Gas Company re-
questing him to have available to the Uommission and to the appli-
cant in this motion for rehearing certain testimony with respect
to E1 Pasot's takes of natural gas in southeastern Lea County.
Practically the identical information was put on yesterday by Mr.
Stanley of the Commissionts staff. Therefore, so far as Texas
Pacific Coal and 0il Company is concerned, we have no further use
fo; Mr. Hill's testimony and if it is all right with the Commissio
I request that he be released. He would like to get back to El
Paso if possible.

MR. SPURRIER: Is there objections?

MR. ADAIR: In this connection, I think the record shoulc
show that Mr. Hill has appeared in response to the Commission's
order and has such information as was requested.

MR. GRAHAM: Wouldn®t that information be of value to
the Commission?

MR. ADAIR: Well, I think the identical information was
put on by Mr. Stanley yesterday and we are going to request the
Commission to make Mr. Stanley's testimony and Exhibits yesterday
a part of this record. I think Mr. Stanley covered the subject
yesterday very thoroughly and in a competent manner.

MR. SMITH: It occurs to me, since our position is more
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or less neutral, not knowing the tendency or the trend the testi-
mony shculd take, the inquiry should be made if Mr. Stanley would
be available for cross examination during the course of this hear-
ing?

MR. GRAHAM: Do you feel that he answered all the guestio

MR. ADAIR: I am not sure that he answered all of them,

I don't know that we would have presented all that information in
any respect. Certainly, that information whether it would be
relevant to this matter would depend upon what the answers to the
first questions were.

MR. GRAHAM: Mr. Hill is here prepared to answer them
A, B, C, and D.

MR. ADAIR: I am not trying to exclude him from testifyin
in this hearing at all. At his insistence, I am trying to release
him, if the Commission is so disposed to do so.

MR. HILL: Mr. Adair, I appreciate your thoughts in the
matter and I did have in mind trying to get out on this early
afternoon plane. I think it is probably better that I forget that
and I will remain here through the afternoon, so that if you want
to proceed with the case and perhaps would want me to appear a
little later this afternoon why I am willing to submit to it.

MR. ADAIR: 1In that case, we will reserve the right to
call on Mr. Hill in connection with the original subpoena.

MR. ADAIR: If the Commission please, in a case of this
kind without knowing what the results of our hearing are going to

be we would like to make a very full and complete record. Another
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reason we would like to make a full and complete record is that
certain members of the Commission have not been privileged to
sit in on all of the hearings which have led up to the order which
is under attack here. We hope that the Commission will bear with
us in a rather full presentation here. If at times, it seems we
are repetitious or redundant, we just want to be sure that we make
it a full and complete record. I would like to call at this time,
Mr. John Yuronka to the witness stand. Before beginning with Mr.
Yuronka®s testimony, it may be well to stipulate with the Commissi
and for the record that we have requested heretofore the Commissic
to make available to us at this hearing certain documentary evi-
dence. There were some 31 plus items that we requested. The
Commission's staff amd Miss Nancy Royal in particular has preparec
that in numerical order in excellent form. If it is all right wit
the Commission we would like to adopt the numbering for our Exhib:
that are on the Commission's file. We will in scme cases use
some subject number to fill in chronologically as necessary but
we will adopt the Commission's number on those particular exhibit:
Is that satisfactory with the Commission?

MR. SPURRIER: Very well.

JOHN YURONKA

having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By: MR. ADAIR:

Q@ Will you state and spell your name for the reporter,
please?

A John Yuronka, Y-u-r-o-n-k-a.

Q Where do you live, Mr. Yuronka? A Hobbs, New Mexico.
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By whom are you employed?

Texas Pacific Coal and 0il Company.

In what capacity? A Engineer.
Petroleum engineer? A Yes, sir.

Are you educated as a petroleum engineer?
Yes, sir.

What degrees do you hold?

Bachelor of Science in Petroleum Engineering.

From what schecol?

= 0 e H = O O O » O

New Mexico School of Mines.

Q How long have you been employed by Texas Pacific Coal
and 0il Company?

A Three and a half years.

Q Have you worked out of the Hobbs office during that peric

A Yes, 1 have.

Q Are you familiar with the area that lies within the areal
extent of the Jalco and Langmat Gas pools as delineated by the
Commission? A Yes, I am.

Q Have you supervised the drilling of wells within that
area? A TYes.

Q Have you made an intensive study in preparation for this
hearing of that area and particularly of the immediate area of the
Texas Pacific Coal and 0il Company leases?

A Yes, I have.

Q@ Are Mr. Yuronkat's qualifications acceptable to the Com-

mission?
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MR. SPURRIER: They are.

MR. ADAIR: We would like to offer at this time as our
Exhibit Number 32 a map of the southwestern Lea County showing the
0il pool designations. Will you put that on the board, please?

Q Mr. Yuronka, will you briefly explain to the Commission
what that map shows?

A The green area at the top is the Eunice Monument oil pool
producing from the Seven Rivers, Grayburg and San Andres. The
orange is the South Eunice Pool producing from the Seven Rivers.
The blue is the Cooper Jal Pool producing from the Yates and Seven
Rivers. That purple deal or whatever vou care to call it, it is
the Langlie-Mattix Oil Pool producing from the Yates, Seven Rivers
and Queens. This is the Falby-Yates pool producing from the Yates
and this lavender is the EHaves Pool producing from the Yates and
Seven Rivers. This gray is the Rhodes Pool producing from the
Yates and Seven Rivers.

Q Those producing intervals are the producing intervals
denominated by the Commission--

A (Interrupting) Yes, they are.

MR. ADAIR: We will offer next in evidence our Exhibit
Number 33.

Q@ Exhibit 33 is identical with Exhibit 32, is it not, Mr.
Yuronka, with the exception that the leases owned by Texas Pacific
Coal and 0il Company are shown in red or pink?

A Yes, sir.

Q Incidentally, are those State of New Mexico leases in eac!
instance?
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A Yes,

MR. ADAIR: We next offer in Evidence, Exhibit Number 34.

Q@ Will you explain to the Commission what that Exhibit re-
presents?

A The red portion is the Jalco Gas Pool and the yellow
portion is the Langmat Gas Pool.

Q@ The dividing line between these two pools bisects each
of the o0il pools shown on Exhibit 33, does it not?

A Yes, sir.

MR. ADAIR: We next offer in evidence Exhibit 35.

Q I will ask you Mr. Yuronka if the Exhibit 35 is not a
section or cross section of a typical c¢il well located in the
Eunice Monument Pool which is the green pool at the top of the
map, is that not correct? A Yes, sir.

Q The producing formations in the Eunice Monument Pool are
the Seven Rivers, Queens, Grayburg and San Andres, I believe you
testified, is that correct? A Yes, sir.

MR. ADAIR: We offer Exhibit 36 which is a similar cross
section from a typical oil well located in the South Eunice 0il
Field.

Q I will ask you, Mr. Yuronka, if that Exhibit does not
also show--first what is the producing formations in the South
Eunice Pool according to the nomenclature of the Commission?

A The Seven Rivers.

Q What is the producing fromation in the South Eunice, as

far as the Jalco and Langmat Pools are concerned?
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A The designated gas interval is the Yates and portions of
Seven Rivers within a hundred feet of the base.

Q The o0il pool is the Seven Rivers and the gas pool is the
Yates and Seven Rivers down to a hundred feet from the base?

A Yes, sir.

Q@ Does not that exhibit also show the contracts of Texas
Pacific Coal and 0Oil Company with respect to those formations?

A Yes, they do.

Q@ Will you explain to the Commission what those contracts
are?

A El Paso, we have a contract with El1 Paso to sell the gas
from the Yates. The Seven Rivers gas is sold to United Carbon.

MR. ADAIR: We next offer in evidence Exhibit 37 which
is a similar cross section of a typical well in Cooper Jal 0il
Pool, is that correct? A Yes, sir.

Q@ What, again, is the producing formation in the Cooper
Jal Pool?

A Yates and Seven Hivers.

Q So far as the Cooper-Jal Pool is concerned where it is
bisected and overlaid with the Langmat and Jalco Gas Pools, the
formations are identical except for the bottom one hundred feet
of the Seven Rivers formations? A Yes, sir, they are.

Q@ Do you know whether or not the oil wells and the gas
wells heretofore drilled in the Cooper Jal Pool insofar as Texas
Pacific leases are concerned have been drilled in accordance with

the nomenclature heretofore adopted by the Commission?
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A  Yes, they have.

MR. ADAIR: We next offer as Exhibit 38 a typical cross
section of the wells drilled in the Rhodes 0il Pool.

Q The nomenclature on that oil pool is Yates and Seven
Rivers, is it not? A Yes.

MR. ADAIR: We next offer Exhibit 39, cross section of a
typical well in the Eaves 0il Pool.

Q@ There, again, the producing interval is Yates and Seven
Rivers, is it not? A Yes, sir.

MR. ADAIR: Exhibit 40 which we offer in evidence is a
cross section of the Falby-Yates 0il Pool.

Q There the Yates is the producing formation under the
nomenclature, is that correct? A Yes, sir.

MR. ADAIR: Exhibit 41 is a cross section of the typical
well in the Langlie-Mattix 0il Pool.

Q What are the producing formations there, Mr. Yuronka?

A As designated by the Commission, the oil producing zones
are Yates, Seven Rivers and Queens.

Q@ Many of the wells drilled in that area have been drilled,
completed, and cased with respect to those formations, is that
correct? A Yes, sir.

Q@ The operator had the choice of setting pipe at the top
of the Yates or anywhere he wanted to down through the Yates,
through the Seven Rivers and included into the Queens, is that
correct? A Yes, sir.

Q And so far as you know most of the wells drilled in that
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pool have been so completed and cased, is that so?

A Yes, sir.

Q Would you encounter any difficulties in reworking any of
those wells now to make them conform to the producing intervals
designated for the Jalco or the Langmat Gas Pool?

A Yes, you would. There would be a possibility, if you had
an oil well, of squeezing off your oil pay to get your gas, vice
versa.

Q@ In either case, do you feel that you might leave either
0il or gas behind that might not be otherwise recovered?

A Yes, sir.

Q Has Texas Pacific Coal and 0il Company had any particular
luck in trying to rework or complete any of these wells?

The luck hasn't been too good.

Have we lost some wells? A No, we haven't.
Have we had some very expensive workovers?

We certainly have.

For example?

= 0 x> O O

One well in the South Eunice Pool, we have tried the
Seven Rivers. It failed and was plugged back to the Yates. We
have perforated it four times, we have acidized and hydro-sigzed
and we still haven't gotten anything out of it.

Q Have you spent, sometimes, as much as $35,000.00 on a
well trying to work it over?

A Yes, sir, I believe we have.

MR. ADAIR: If the Commission please, at this time, I
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would like to offer in evidence, our Exhibit Number 42, which is
Order Number 633 in Case Number 70, dated January 15, 1946, which
defines oil and gas pools in Chavez, Eddy and Lea Counties in New
Mexico. To properly understand the subject matter of this hearing,
the Commission should go back to the time that the first well was
drilled in the Langmat and Jalco Gas Pool area, because that well,
if it is still producing is affected by the orders entered in the
dJalco and Langmat cases. The Commission has historically recognize
the production of oil and gas from the pools described on our first
two exhibits 32 and 33, in accordance with the formations therein
described,

This order number 633 sets forth what those formations
are and also sets forth the manner in which the wells drilled
therein have beenidrilled and completed. Section one of the order
designates each of the pools shown on the map with the exception
of the Falby-Yates which is a recent designation and classifys
them as--""0il and gas pools.™ Section 6 of the order provides as
follows that "each pool shall be produced as a single common re-
servoir and the wells shall be completed, cased, maintained and
operated to that end."™ Since I am so far away from the reporter,
would it be all right for me to stack these up over here. This
is Texas Pacificts Exhibit 42.

MR. GRAHAM: We are driving at the invalidity of the
order issued in Case 582. That is the subject matter of the hear-
ing.

MR. MASSEY: Have you introduced that exhibit, have you
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offered it?

MR. ADAIR: I offer it in evidence now, as Exhibit 42.

MR. MASSEY: I want to object to the introduction of the
Exhibit since the order is no longer in effect. It was done away
with by Order Number 850.

MR. ADAIR: I think, of course, that is what I am trying
to show Mr. Massey, that historically these pools have been de-
veloped and operated and were carried forward in the present rules.
I am trying to get to that. I am trying to give the history of
the entire drilling program. I think it is pertinent and material
to this hearing in that the orders issued in Jalco and Langmat
affect each one of these wells. I think the Commission's records,
Mr. Massey, will show that such wells have been drilled, completed,
operated and the production therefrom contracted with respect to
this order and to your order that you referred to, your rules in
1950 when they were adopted.

MR. SPURRIER: Objection overruled.

Q Mr. Yuronka, is it not a fact, that within the areal
extent of the Jalco and Langmat Gas Pools that gas wells have been
completed and are producing now from the interval below the gas
pool designations, is that correct?

A  To my knowledge, they are.

Q@ And oil wells have been completed and are producing above
the interval and above the interval of the gas pools designations?

A Yes, sir.

Q In fact that is what the Commission found in the Falby-
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Yates, they found oil up the formation?
A Yes.

MR. ADAIR: 1In order at this time to let the Commission
appreciate some of the complications and problems which they are
going to encounter and prpbably have encountered to some extent,

I will ask Mr. Stahl if he will place the overlay which is our
Texas Pacific Exhibit Number 34 over Exhibit Number 337

MR. STAHL: I would like to have the record show that
this is Mr. Frank Stahl, since there are two of us.

MR. KELLAHIN: Jason Kellahin representing Samedan 0il
Corporation. There has been frequent reference to the Order enter
ed in the Langmat Pool. We want to state our objections to any-
thing in the way of a collateral attack being made on the proratio:
order which has been entered in the Langmat Pool. It was not
advertised as a part of this hearing and it goes beyond the scope
of the hearing. We are without notice that such an attack is to
be made. We are not prepared at this time to answer it.

MR. ADAIR: I think to a certain extent, Mr. Kellahints
objection is well taken but the purpose for mentioning the Langmat
Pool is that for some 35 or 36 miles it has a common border with
the Jalco Pool which is the order under attack. We do not request
as a result of this rehearing that the Langmat Order be overthrown
We merely are going to attack that line though between Langmat
and Jalco and for that reason we do refer to our neighbor gas pool

MR, KELLAHIN: If the Commission please, in the light of

counsel's statement, we further object to any attack upon the orde
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defining or delineating the pools, that having not been advertised
or no notice given that the question would be raised in this hear-
ing. The Commission has a valid and subsisting order defining the
gas pools which has been entered for some time and the time for
appeal from which has long since elapsed. We object to any attack
upon the pool boundaries in connection with this hearing.

MR. ADAIR: If the Commission please, that objection re-
minds me of one that was made yesterday when Continental, I believe
was trying to put on some testimony in connection with a request
for an unorthodox unit and they were met with a legal objection
that it constituted a collateral attack upon the order.

If the Commission will let us go forward and put in our
evidence here, we will show that the first time a formal order was
entered, we asked for a rehearing. The final order was entered.
We asked for a rehearing. This is a direct attack upon 245 which
in turn was combined with 521, which was brought forward and com-
bined with 582 in which the order was issued and in which we here
have asked and were granted a rehearing. I think we will show tha
as we go along. We can't show it all at once. We ask the Com-
mission to bear with us in that connection?

MR. GRAHAM: Are you objecting to every part of this
order or specific objections?

MR. KELLAHIN: I would like to point out the Order 245 to
which counsel refers was entered and signed on the 17th day of
February, 1953. There is no mention made of that order in con-

nection with the petition for rehearing in this case.
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MR. ADAIR: I think we can point it up as we go along.

If his objection is sustained, we want to make the record as a
tender of proof in any event.

MR. SPURRIER: The objection is overruled.

MR. KELLAHIN: Note an exception, please.

MR. ADAIR: If the Commission please, the situation as
reflected on the maps up there, is what the Commission is faced
with in this gas proration matter. Any time that you draw a 36
mile line bisecting some 6 or 7 oil pools and attempt to include
therein the same producing formations as in the o0il pools many
equities are going to be disturbed as reflected by the many reques
for exceptions on the Commission's docket.

Prior to the 1949 Act under which the Commission is now
operating from a historical:standpoint, I am giving this informati
for the record, the Statutes of the State of New Mexico present
few provisions with respect to gas, either dry gas or casing head
gas. The Commissiont's authority to regulate the productions of
gas must be found, if at all, in the 1949 Act and the Commission’s
Rules and Regulations adopted pursuant thereto. Our New Mexico
company counsel will argue these Statutes at the coneclusion of tl.
hearing and present in detail our contentions in respect theret».
However, at this point in the hearing, I think it well for us to
advise the Commission what our concept of these Statutes are.

First, we feel that the Commission has no authority whnt-
soever to prorate gas produced from an oil well. It has no author

ty to prorate casing head gas. Under its rules, gas cap gas is
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casinghead gas. While the Commission, to prevent physical waste,
can indirectly regulate the productioﬁ of casinghead gas by means
of gas-o0il ratio limitations,.fiafe gas orders and the like, it ha:
no authority to prorate cagingheéd gas based upon market demand.

Second, under the Statut§§;as we conceive them there are
only two methods by which the Commission may directly regulate
the production of gas produced from a gas pool. While the Com-
mission to prevent physical waste can indirectly regulate the pro-
duction of gas well gas by means of flare gas orders, anti-venting
orders, beneficial use orders such as Rule 404, but it may directl
regulate gas well gas only under one or the other of two provisior
of the 1949 Act.

First, it may regulate gas well gas production under the
provisions of Section 12 (c) which provides for gas proration
under certain conditions. The first of these conditions is that
the Commission must designate a gas pool which shall be a common
source of supply, or a separate reservoir containing gas only--
not oil, not oil and gas, not casinghead gas, not gas-cap-gas but
Jjust dry gas.

The second of these conditions being that it is necessar
for the Commission to find after notice and hearing after receivi
evidente that such proration is necessary to prevent waste. As
far as market demand is concerned, it is our contention that via-ste
is limited to production in excess of marked demand, not capacity
to produce in excess of market demand.

The second method by which the Commission might directly
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regulate the production of gas well gas is for the Commission to
order ratable take under common purchaser provision of the Statute
Sections 14 (d) and (e). Here again, the Commission as a conditio
precendent must properly define a gas pool as a separate resérvoir
of gas.

In addition, of course, the Commission must receive
evidence and determine that some common purchaser is not taking
ratably. If both of the methods are followed, that is proration
and ratable take, then all three of these prerequisites must be
shown, the single source of supply, waste, and non-ratable take.
Insofar as this case is concerned, it is our contention that none
of these prerequisites have been established.

The 1949 Act was brought forward and many of these pro-
visions are in the 1950 Rules, that is the rules that were adoptec
January 1, 1950. At this time we would like to offer as Exhibit
1, the Rules adopted by the Commission on January 1, 1950. As
pointed out by Mr. Massey, Rule 5 of those rules brought forward
0il pool definitions theretofore existing. The rules followed
. the Statutes in setting forth the three conditions precendent to
the gas proration order of ratable take of gas. It is interestiu;
to note that the original Rule 104 adopted January 1, 1950, provi.
that gas units should consist of 160 acres substantially in the
form of a square but they could cross section lines. It is als~
interesting to note that this was not changed until--and in that
connection I would like to offer in evidence the original Rule 10:.

It is also interesting to note that the present requirement in our
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rules that gas units consist of governmental quarter sections, was
not adopted until December 29, 1952 in Case 226, Order No. R-238,
We offer in evidence as our Exhibit 1-A that order.

The order on its face was based upon evidence received
approximately two and a half years prior thereto. No one at the
time, I am sure, recognized the significance of this Order becausc
the original rules as well as the rules as amended by the Order
provided that this gas well unit of a governmental quarter section
would operate prospectively only and the rules contained a speci-
fic provision, "Under Rule 104 nothing contained herein shall
effect in any manner any well completed prior to the effective
date of this rule and no adjustments shall be made in the allowabh:
production for any such wells by reason of these rules.”

MR. GRAHAM: It relates to oil or gas?

MR. ADAIR: It relates to oil wells and gas wells. How-
ever, it is interesting to note that this was first of two orders
entered in connection with this gas proration matter that was
based upon evidence received some two years before. The Commissic
after having adopted the rules pursuant to Rule 601, undertook to
define gas pools some twelve months after the adoption of the
Rules. It put on the docket on it's own motion, Case Number 245,
This appeared on the docket of the Commission for the first time
on the December 22, 1950 hearing. We offer at this time, as our
Exhibit Number 2-A the transcript of that hearing, insofar as it
pertains to Case 245.

The Commission was assisted in its work of trv*
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lineate gas pools by the four operators who comprised the Lea
County Federal Unit. That is the Continental 0il, the Stanolind
0il, the Atlantic Refining Company and the Standard 0il Company
of Texas. The Commission's records will show that they had been
working for sometime trying to devise some reasonable basis for
trying to delineate gas pools.

@ I will ask you, Mr. Yuronka, if you know, what thé recorc
of our company reflect with respect to whether or not our company
offered to participate in that study?

A  Our company records show that we offered to assist in thi
program and we were refused.

MR. ADAIR: In any event as a result of the December hear
ing, the case was continued at the request of Continental Oil
Company to the March 1951 hearing.

We offer in evidence as Exhibit 2-B the docket of the
hearing insofar as Case 245 was concerned.

We offer as Exhibit 2-C, the transcript of the hearing
insofar as Case 245 is concerned. No evidence was received at
that hearing and the case was continued to the April hearing at
the request of Continental.

Now, we come to the second case, where the Commission
entered an order concerning or affecting gas proration based upon
evidence received some two years earlier. That is the hearing ‘u
Case 245 of April 24, 1951. We offer as Exhibit 2-D, the docket
of the hearing and we offer as Exhibit 2-E, the transcript of that

hearing. The evidence is in the record but if I may I should like
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to comment here upon what evidence was not introduced at that hear-
ing. The testimony presented generally the recommendations of

the Federal Unit Study. The testimony is probably more important
for what it did not contain that for what it did contain. The
testimony in chief with respect to the four gas pools consisted

of nine double-spaced pages and three Exhibits.

There was not presented any testimony whatsoever concern-
ing core data, bottom hole pressure, shut-in pressure, gas analysi
specific well logs, specific cross sections, other relevant engi-
neering and geological data which you would expect to be normally
produced at such a hearing.

The witness, the engineering witness who testified testi-
fied that the entire area was overlaid by the Yates formation and
by the Seven Rivers formations. That vertically he thought those
formations were separate reservoirs--that is originally he thought
that--yet in both the Jalco and Langmat areas, he proposed that
the Yates and Seven Rivers férmations be combined as a common re-
servoir.

He testified that all of the Jalco gas was gas-cap-gas,
that is ecasinghead gas. In some places that the Langmat gas was
gas-cap-gas. Yet, he proposed that such areas be reclassified as
dry gas pools, although such areas had historically been classi-
fied by the Commission as oil and gas pools. They had been drille
and developed as such. He did not testify as to any actual reser-
voir separation between the Langmat and Jalco Pool. The only dry

hole that he pointed to was in another area. In fact, the only
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geologist who testified at the hearing, whose testimony is shown
on page 35 and it stands uncontraverted, testified that no distinct
separation existed between the Jalco and the Langmat area. They ‘
were essentially in a common reservoir throughout the area.

Yet,based upon this contradictory and meager evidence, tt
Commission was requested to draw a line some 36 miles long exten-
ding through 6 Townships bisecting 6 or 7 oil pools, and say that
on one side of the line we had a separate gas pool from that on
the other side of the line.

It is a small wonder that at the close of his direct
'examination the Continental attorney made this statement: "We
certainly are not in the position of saying that anybody should
be bound by the results of our study." Yet, the results of that
study was the only evidence that the Commission has ever received
with respect to the proper delineation of the Jalco and Langmat
Pool. The Commission staff was quick to appreciate the dangers
and difficulties that would be encountered if such a program were
f ollowed.

‘ A substantial part of the hearing was devoted to cross
examination by the Commission's attorney concerning the disturbanc
of equities and the vested rights. He drew from one of the Conti-
nental representatives an admission that so far as the Jalco aren
was concerned that the oil wells and the gas wells would be pro--
ducing from essentially a common reservoir, Many of his questions
could not be answered satisfactorly, at least, to the Commission's

staff and in that connection I will request Mr., Russell to read
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from pages 18 and 19 to show exactly what the Commission attorney
had in mind.

MR. RUSSELL: These are questions interposed by Mr.
McCormick to Mr. Forbes and his answers thereto. "Mr. McCormick:
In No. 1 (Jalco) what is the oil producing parts? Mr. Forbes:
From the Yates and Seven Rivers, principally the Seven Rivers
formation. Mr. McCormick: What are the gas producing horizons
in No. 1? Mr. Forbes: The same formations. In other words in
Area 1 it is probably gas cap gas, the majority of it. The upper
two zones, as we classify the Yates, has a lower sulphur content
and it has strictly free gas, we believe. However, like I descril
before that the formations have been connected by well bores so
long that it is difficult to - Mr. McCormick: How would you sugge
the Commission could determine the difference between a gas well
and oil well for classification purposes and proration purposes
in No. 1, the Jalco? MR, FORBES: Well, inasmuch as there is no
limitation ratio on that pool at the mpesent time, I don't think we
are too bothered about that situation. MR. McCORMICK: Well, wou.
you prorate all the wells there as gas wells and let them produce
as much oil as would come up with that quantity of gas? MR. FORH.
Inasmuch as we have considered this as a gas pool, gas reservoir,
they will have to be prorated under some allocation formulas later
MR. McCORMICK: I know this is outside the scope of your original
examination but for the benefit of the Commission I think we woulc
like your views on it. Say that there is one well that is produci

a large quantity of oil and then in the adjoining section a well
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is producing dry gas from the same horizon or same formation, woul«
both those wells be classified as gas wells? MR. FORBES: No, I
don't believe so. MR. McCORMICK: Well, how - MR. FORBES: 1
understand your problem. I prefer to defer the answer oh that."

MR. ADAIR: At the conclusion of this hearing Case 245,
was continued until the next hearing May 22, 1951. 1In that con-
nection we offer as our Exhibit 2-F, the docket of that hearing.
We also offer as our Exhibit 2-G, the transcript of that hearing.
No evidence was received in connection and Mr. Spurrier made this
statement, "Let the record show, no one appeared to testify. The
Commission has written testimony of the pools not taken up at the
first hearing on April 24th."

The next hearing in which Case 245 was considered was_the
hearing on July 24, 1951. Ve offer as our Exhibit 2-H, the docket
of that hearing, as well as Exhibit 2-I, the transcript of that
hearing. That hearing did not pertain to either Jalco or Langmat
but only to the Byers Gas Pool.

Some year and a half or two years later, the Commission
based upon this evidence that it had received primarily at the
April 24th, 1951 hearing entered Order Number R-264 in Case 245.
We offer in evidence that Order as our Exhibit Number 2-J. I
might comment here that the Commission referred in its Order to
these hearings on December 22, 1950 at which no evidence was re-
ceived, the hearing of March 20, 1951, at which no evidence was
‘received, the hearing of April 24, 1951, which I have summarized

the evidence, the hearing of May 23, 1951 at which hearing Mr.
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Spurrier stated no one appeared to testify, and the hearing of
July 24, 1951, which related only to the Byers Gas Pool.

Yet, the Commission in its findings finds that, "the
Commission did cause exhaustive studies to be made"..."and at the
several hearings in this case took voluminous testimony."™ Order
R-264 is the order delineating the gas pool. However, and this
is in connection with Mr. Keilahin's objections, the case was not
closed, the final paragraph of the order says, "The Commission
orders that further testimony in the matter be received at the
regular monthly hearing of the Commission on April 16, 1953." Th
Order is dated February 17, 1953.

At the hearing of the following month on March 17, 1953,
the Commission put on the docket Case 521 for the first time and
we offered as our Exhibit 3, the docket of that hearing. We also
offer as our Exhibit Number 4, the transcript of that hearing. I:
that connection, I will ask Mr. Russell to read the statement of
the secretary of the Commission at that hearing. There was no
evidence received.

MR. RUSSELL: Starting on page 1, "Mr. Spurrier: On thi
case the Commission believes that if recognizes the need for prec-
ration and ratable take of gas in Lea County and for that matter
in the State of New Mexico. However, this particular case applie
only to BEddy, Lea, Chaves and Roosevelt County. We anticipate a
lot of hard work and lot of difficulty in getting this set up
properly. We want to be fair to every one and as I have said be-

fore we intend to referee this thing. We do not have all the
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personnel we need to go into the matter completely and set it up.
We would like to point an advisory committee to report to us on
how this might be set up. We want that Committee to report at the
next hearing which will be April 16. Before I leave that part of
it, I might say that we tried to put companies who have considerat
production or have a special interest or the purchasing companies
of natural gas, perhaps we had better make notes on this. I will
confirm this with a letter but we head the list with E1 Paso Natur
Gas. I think, however, the member who might be designated from
that company, might be the Chairman. However that is something
for the Committee to determine. The second company is Southern
Union, the third is Continental 0Oil Company, the fourth is Gulf,
fifth,Humble, sixth, 8hell; seventh is Texas Pacific and eighth
is Phillips Petroleum Company, nine is Samedan, I think that if
Mr. Staley, Staley's office can and will, we would like you to.
serve as the secretary, Mr. Staley?"

MR. SPURRIER: Mr. Adair, can you break there, please.
We will take a short recess.

(RECESS)

MR. SPURRIER: The meeting will come to order. Mr. Russe
was Mr. Russell about to read?

MR. ADAIR: No, I think I was still on the stand.

MR. SPURRIER: Excuse me.

MR. ADAIR: The Commission will recall that in its order
which it had issued in Case 245, in February, that it had provided

that additional testimony would be received at the April 16th hear-
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ing in case 245. We offer at this time as our Exhibit 5, the

d ocket of that hearing with respect to Case 245 and also 521.

No evidence was received but the Commission at that hearing con-
solidated the two cases 245 and 521 and continued the matter to
the May hearing pending reports from the advisory committee which
had been appointed by the Commission.

At the May hearing, May 19, 1953, the consolidated Case
245 and 521 was continued to the June hearing and we offer as our
Exhibit 6, the docket of the hearing in 245 and 521 of the hearing
of May 19, 1953. At the June hearing, the case was again continuc
to the July hearing. That is the consolidated case 521 and 245 an
we offer as our Exhibit 7, the docket of the hearing.

In the meantime the Commission had received or that is
after the June hearing and prior to the July 16th hearing the
Commission had received the report of the advisory committee. Weg
offer in evidence as our Exhibit 9, the copy of the letter of
transmittal from Mr. A. L. Hill, Chairman of the Advisory Committe
and in that connection, we will request Mr. Russell to read a
paragraph from that letter into the record.

MR. RUSSELL: I am reading, quoting the third paragraph
of the letter, dated July 14, 1953. "The Committee was not unapi-
mous on many points and no member of the Committee was precluded
from submitting its own ideas or suggestions to the Commission.
The Committee did not reach an agreement as to when and how those
proposed rules should be made applicable to designated gas pools

in the four county area."
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MR. ADAIR: Attached to this letter of transmittal, was
the Committee's report which we offered in evidence as Exhibit
O-A. Appended to this report was a note put on by the Advisory
Committee, I will ask Mr., Russell to read that note into the re-
cord.

MR. RUSSELL: The note appears on the end of the report.
"In reviewing designated gas pools, the sub-committee recognized
the fact that within the area of designated gas pools and adjaceni
areas, there are a number of gas wells which are producing from
the gas caps of oil reservoirs and subject to the oil proration
rules pertaining thereto; and, therefore, that these wells will
not be subject to the rules pertaining to gas pools."

MR. ADAIR: As Exhibit 8, we offer in evidence a docket
of the hearing of July 16, 1953 in consolidated Case 521 and 245.

As our Exhibit 10, we offer the transcript of that con-
solidated hearing. 1 might herein remark that no evidence was
received at that hearing in connection with the Jalco, Langmat
matter and the case was continued to the hearing of August 20,
1953.

We offer as our Exhibit 11, the docket of that hearing
insofar as the consolidated Case 521 is concerned. As Exhibit
12, we offer in evidence transcript of the hearing in consolidatec
Case 521 and 245. At that hearing Texas Pacific Coal and 0il
Company made the following statement. I will request Mr. Russell
to read that into the record at page 34.

MR. RUSSELL: Statement of Mr. Campbell starting on page-
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34 of the transcript. "MR. CAMPBELL: If the Commission please,
Itm Jack M. Campbell, Roswell, New Mexico and I'd like to make a
statement, in behalf of the Texas-Pacific Coal & 0il Comapny. It
appears to Texas-Pacific Coal & Oil Company that there is some
difference of opinion as to the effect of the proposed general
rulses should the Commission see fit to put them into effect.

The rules do not seem to us to be clear inasmuch as they
_seem on the surface to contemplate pool hearings in all cases,
which we believe is the proper method to initiate gas proration
and if they mean any more than that - if they do mean an attempt
to proration in a four county area - or any area larger than a
common source of supply, we have serious doubts as to their
legality under New Mexico Statute.

We have no objection to gas proration provided it is
needed and provided it is done in compliance with the Statutes.
In fact, the Statutes require that the Commission make a deter-
mination if gas proration is needed and these proposed rules like
wise contain such a provision.

Furthermore, the Statutes require that the Commission
in designating a gas pool limit the pool both horizontally and
vertically as a separate or common source of supply. As we under
stand it, this hearing involves both Cases 245 and the Case in-
volving the proposed gas proration in a four-county area. We
feel that the determination and definition of the gas pools being
the very predicate upon which gas proration, if it is initiated,
must be based is extremely important, in setting up any gas pro-
ration system.
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For example, it is our understanding that in Case 245 the
Commission has already or by the proposed changes which have
recently been offered in connection with this proposal by the
Committee, has combined the Yates formation, which both histori-
cally and geologically have been accepted as a separate source
of supply in the Permian Basin from the Seven Rivers formation
and in some cases, has combined it with é portion of the Queen,
and combined all of these into one common source of gas supply.

To do so, we feel ignores the method and manner in which
hundreds of wells have been drilled in those areas and results in
considerable complications both by way of proper and legal orders
of the Commission and protection of contractual rights of people
in those areas, who have drilled oil wells and who have been pro-
ducing them as oil wells under the Commissionts approval for some
period of time,

Furthermore, many gas sales contracts have been entered into
in these areas with the Commissiont®s knowledge which limit the
subject matter of the contract of gas produced from the Yates
formation as sweet gas on one hand, and sour gas on the Seven
Rivers formation on the other hand.

We feel that the legality of the designation of gas pools
in this manner is a very serious question for the Commission and
in establishing gas proration if it is determined to be necessary.
We would like to request the Commission, and I believe these pro--
posed rules contemplated, if they do not spell it out clearly, tha

there shall be a separate pool hearing in each and every case.
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And that in those pool hearings, Case 245 might be left open for
the purpose of determining in each pool from proper geological
testimony by interested parties whether a gas pool designated both
horizontally and vergically is actually a single source of supply
or whether in fact there are several sources of supply involved.

Second, that the hearing determine separate sources of supply
which should be designated as gas pools. Third, whether gas pro-
ration is needed in each of these separate sources of supply and
fourth, if they are needed,what special field rules should be
adopted to protect the wells already completed and to protect
contractual rights which have been acquired on the basis of de-
signation of pools in another manner in the agbsence of gas pro-
ration.

If these proposed general rules contemplate that they shall
simply be stand-by rules and that there shall be no gas proration
in any pool in New Mexico in the absence of a pool hearing, we
have no particular objection to them. On the other hand, if, as
some people seem to feel, they contemplate gas proration on a fow
county basis without a determination in each common source of
supply before any gas proration is put into effect, we have serio
doubts as to their wisdom or legality.

We want to particularly request that Case 245 be retained
open in any event for modification in the event there is a pool
heering and its determination is contrary to the egxisting desig-
nation of gas pools as made by the Commission at that time."

MR. ADAIR: On August 28, 1953, the Commission entered
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Order Number R-356 in this consolidated Case 521. We offer a copy
of that Order in evidence as our Exhibit Number 13.

This Order adopted standby rules to be in effect subject
to the following section of the Order Section B--" that the
following rules shall apply to defined gas pools in Eddy, Lea,
Chaves, and Roosevelt Counties only after hearings are held and
an order issued on each individual pool. These rules shall be
considered as "standby rules'" and shall be used as a guide in es-
tablishing pool rules." Rule Three of the "standby rules" contem-
plate that the Commission shall determine first that it is necesse
to prevent waste before commencing gas proration in that it pro-
vided as follows: ™At such time as the Commission determines that
allocation of gas production from gas wells producing from any
pool in this four-county area is necessary to prevent waste and
so forth,"

Under the terms of the order it, of course, could apply
prospectively only, it could not effect wells already drilled. Ai
this point if the Commission please, up to and including this
point of our chronological review, the Commission had indicated
at each hearing where the matter was considered and in each order
that it had issued that further evidence would be received and
another hearing held. Order Number R-356 in Case 521 clearly
contemplated a full and complete hearing in each pool before pro-
ration was instituted.

The Commission at this time, up to and including this

time, had received no evidence upon which it could properly and
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finally designate gas pools. That matter had been left open in
Case Number 245. The Commission had absolutely no evidence that
gas proration was necessary or that waste was occurring. The
only evidence at all with respect to the rules if, indeed it was
evidence, was a report of the Industry Committee which was not a
unanimous report. In short at this time, there had been no final
order entered and nothing on which a dissatisfied operator could
base a motion for rehearing.

At the following hearing, following the adoption of this
Order R-356 at the hearing of September 17, 1953, and in that
connection we offer in evidence as Exhibit 14, the docket of the
hearing and as Exhibit 15, the transcript of the hearing, Texas
Pacific Coal & 0il Company made the following statement on page
7, which Mr. Russell will read.

MR. RUSSELL: Starting with page 6, quoting Mr. Campbell.
MR. CAMPBELL: Jack M. Campbell, Roswell, New Mexico. I would
like to make a statement in behalf of Texas Pacific Coal & 0il
Company. It is our feeling that the Commission, in adopting the
rules which they adopted in a standby capacity, acted properly
and that the orderly way to proceed is to hold pool hearings to
determine whether proration is required in each gas pool. It may
be that the Statute is wrong in that regard but we feel that that
is what the Statute requires the Commission to do. We feel that
there has not been ample time with regard to particular fields
and that the Commission must know that we cannot possibly put

field rules in effect in nine (9) gas pools in New Mexico upon a
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hearing lasting a few minutes. We feel that in the interest of
orderly procedure however, the Commission should and may have in
mind some method of procedure by which the pools can be brought
up for hearing at an early date in order that the necessary evi-
dence can be obtained and offered by the interested parties.

We still maintain that gas proration can be put into effect
in New Mexico only by pool and that the Commission must find that
there is a gas pool and properly define it. They must find that
proration is necessary in that gas pool and they then must adopt
rules, either the standby rules that they have in effect now, or
special rules for that pool. We join in the.motion for continuanc
of these cases with the idea in mind that there will be individual
gas pool hearings to establish proration where it is considered
by the Commission necessary.

MR. ADAIR: Although no evidence was received at this
September 17th hearing with respect to particular pools the Com-
mission on September 28, 1953, issued its Order Number R-368 in
Case 582. We offer in evidence as our Exhibit Number 16 Order
Number R-368. This order ordered "That the rules and regulations
relating to gas-well spacing, gas proration and gas allocation,
as set forth in Order Number R-356, be, and the same hereby are m
the special rules and regulations of the Jalco Pool pending furthe
order of the Commission after notice and hearing." It further
ordered the.parties to appear on October 26, 1953, to show cause
why the rules and regulations referred to should not be put into

effect as of November 1, 1953.
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Since the Jalco Gas Pool as delineated by the Commission
has a common boundary with the Langmat Gas Pool, we offer in evi-
dence as Texas Pacific Exhibit Number 26, Order Number R-369 in
Case 583, and call attention to the Commission that this Order in
the Jalco case that is in Case 582 ignored sections B of the for-
mer Order R-356 which provided that the rules should not be put
into effect until after individual pool hearings.

At the show cause hearing on October 26, 1953, and in
that connection we offer the docket of the hearing as our Exhibit
17, as well as the transcript of the hearing as our Exhibit 18.
The entire Commission was not present. Most of the testimony re-
ceived at that hearing dealt with a type of ailocation formula to
be adopted. No evidence was received pertaining to the proper
delineation of the Jalco Gas Pool. I, would like to introduce
especially and read into the record Texas Pacific's statement on
Page 9 of the transcript of that hearing.

MR. RUSSELL: I am going to start at Page 9. "MR. CAMPBE.
At previous hearings of the Commission, we have indicated that we
are not completely satisfied with the definition of gas pool in
some instances. The gas pools which have been designated by the
Commission in some instances overlap areas that have heretofore
and are still classified as oil pools§ the result is that there a.
a large number of wells in some of these large gas areas which
are producing oil wells, and on the oil allowable schedule for
many years. It is possible that the Commission will, as time

goes by, re-define the definition of large gas pools. 1In the
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meantime, our feeling is before, by Commission order, they are
automatically included, which this can be construed as doing,
that protection should be given in the interim period to anyone,
under a Commission order, producing these wells as oil wells. It
appears to us possibly that by defining a gas well as any well
within a gas pool, and then defining the gas pools as covering
oil areas, they may have automatically re-classified oil wells.
We want a hearing before any oil wells are changed to gas wells
by the Commission."

MR. ADAIR: We would like to read into the record at this
time the cross examination of the El1 Paso Natural Gas Company
witness, Mr. Norman Woodruff which appears on Pages 49 to 56 of
the transcript.

MR. RUSSELL: These are questions by Mr. Adair of Mr.
Woodruff:

"Q Mr., Woodruff, you testified there were 121 gas wells in
the Jalco field, of which 18 were operated, or at least the gas
from 18 wells was used by people other than the E1 Paso, is that
correct? A That is correct.

Q So far as you know, the uses to which that gas is put
are lawful and beneficial, is that correct?

A I assume that to be correct.

Q So far as the 103 wells to which you are connected, will
you tell the Commission whether or not--unless you own the wells
yourself-~-whether or not you are connected under a gas purchase

contract? A We are.

-38-



Q Is that contract substantially the same for all 103 wells

A I believe it to be.

Q Was it not only recently re-negotiated within the past
two years?

A I believe that it was.

Q@ That contract and the statute under which you operate
requires E1 Paso to take gas ratably, does it not?

A It does.

Q Have you been taking gas ratably?

A To the best of our ability.

Q Still here, you propose to take, under a different methoc
now.

A Yes, somewhat different. As I previously stated, we tool
gas in accordance with the provisions of our contract. Those
things have not been chénged, even though the contract was ne-
gotiated recently. I believe that to have been caused by a price
change in gas paid and gas produced.

Q Do you have a copy of the contract with you?

A Yes, I do.,.

Q Do you have a copy that you would permit to be made a pai
of the record in this case? A Yes, I do.

MR. SPURRIER: We will take a short recess.
(Recess)

MR. ADAIR: May we proceed, Mr. Chairman?
MR. SPURRIER: Certainly. |

Q@ (By Mr. Adair) Did you find a copy of the contract?
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A Yes, I have. We wish to submit this contract as El1 Paso
Natural Gas Company's Exhibit Number One.
MR. SPURRIER: Without objection it will be received.
MR. HOWELL: Mr. Chairman, I would like to qualify that
to this extent, it is possible there might be other contracts not
in this particular form, this is a typical contract, let us say.
MR. ADAIR: That is understood.
Q@ Mr. Woodruff, under that contract, E1 Paso has been pur-
chasing gas in the Jalco field? A That is right.
Q Or a similar type contract. You haven't been taking any
more gas than you have needed? A No, sir.
Q To that extent you are not taking gas in excess of the
market demand? A No, sir.
Q Do you think the rates to which you have been taking gas
has caused any underground waste? A No.
Q@ You are not flaring or wasting gas under ground?
A No, sir.
Q@ To that extent, there is no waste taking place as a re-
sult of your taking gas under this contract?
A No, sir.
Q@ We are talking about the Jalco pool now,
A That is right.
Q@ Under this contract, Mr. Woodruff, you are required to
take low pressure gas at the same extent you are required to take
high pressure gas?

A Referring to gas well gas?
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Q@ Yes.

A That is correct. A qualification that there are certain
stipulations in our contract which when the producing ability of
the well reaches a certain volume, the restriction upon El Paso,
or the requirement on El Paso to take gas is decreased.

Q But you have found it possible to live under that .type of
arrangement and take the gas that was tendered to you, the El
Paso has, has it not?

A We have operated to the best of our ability.

Q The contract also contains a stipulation to the effect
that E1 Paso shall not be required to take more than 25 percent
of the potential of each well?

A I believe that to be the case. I am not completely
familiar with the contract, I am generally familiar with it. Ther
might be some application you could mention that I might not give
an exact answer to, I am certain. 1 can investigate the contract-

Q@ (Interrupting) The contract is in evidence and will speak
for itself. It is my understanding it contains such provisions.
It also contains a minimum take provision?

A Yes, sir.

Q@ Requiring El Paso to either take or pay for the minimum
amount of gas averaged out over a certain period of time for each
well? A That is correct.

Q It also contains provision requiring you to take ratably
on an acreage basis, does it not? A It does.

Q With a 160 acre tract, the governmental quarter section
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being the standard unit under the order and provision that up to
640 contiguous acres may be assigned to a well and the take from
that well may be assigned accordingly.

A That is right.

Q@ We mentioned the contract contained provisions requiring
you to take low pressure gas as well as high pressure gas.

A That is correct.

Q Now, each of these provisions that I have mentioned would
be abrogated and superseded in some instances at least, by the
proration formula which you advocate here.

A That is correct.

Q So, the proration formula, which you advocate here, woulc
abrogate, impair and supersede these four or five provisions of
the contract I have mentioned?

A It would tend to do so, not completely, I would say, but
again I would say that is a matter for legal interpretation as to
where the contract ends and gas proration by the State starts.

Q Have you calculated how much less low pressure E1 Paso
would take from the Jalco pool, under your proposed allocation
formula, as compared with your takes under your contract?

A I have not.

Q@ You do know, though, that it results in the transfer of
takes from low pressure to higher pressure wells?

A That is not necessarily correct. Because, if you have a
low pressure well, it very likely is unable to produce the ratabl.

takes from that field, and as a result must be restricted and the

42~



additional allowable or demand must be distributed among other
wells so the total demand from the pipeline company could be
satisfied.

Q You are talking about the ratable take under the new, or
proposed formula, not under the old?

A I am referring to the contract provisions of ratable take

Q You already testified, have you not, that you have been
able to take low pressure gas in Jalco under your contract up to
date, have you not?

A We have been able to take, hut not in all instances rat--
ably, because there are provisions of our contract which permit
a well to be restricted when its producing ability, when it cannot
produce the ratable take.

Q@ You have been taking ratably under your contract pro-
visions, have you not?

A Yes. I might qualify that, to the best of our ability.

Q@ You have not, then, calculated the shift in takes from
low pressure wells to high pressure wells, there weuld be a ten-
dency for there to be a shift from low pressure wells to high
pressure wells under the proposed allocation formula?

A Not a pronounced allocation shift. With a low pressure
well goes lower deliverabilities, and the fact the deliverability
included in the formula, it more nearly puts the allowable where
it can be produced, and add the well's low deliverability at the
present, and in the provisions of our contract, it may be that

it was unable to produce the ratable take, and rather was restric-
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ted on its deliverability even as we now regulate.

Q But under your contract as it is now drawn, this low
pressure gas we are talking about, above 100 pounds, the figure
in the contract, you either have to take it or pay for it, is
that correct? A That is correct,

Q Have you calculated the leases between the equation, the
shifts will be made in takes under your formula?

A Would you repeat that?

Q Do you have a list, or do you know the individual leases
which will gain as a result, that is gain production wise as a
result of the adoption of your proposed allocation formula?

A I do not.

Q Then, you do not\know whether there would be a shift a-
way from state leases to private or federal?

A I do not.

Q All you know is that such a shift would take place?

A As I said, I am not sure a shift would always take place.

Q And to the extent such a shift did take place, it would
abrogate and impair the provisions of the contract we have entere:
into, is that correct?

A I believe that to be correct.

MR. ADAIR: That is all."

MR. ADAIR: At this point we would like to offer into
evidence the contract between Texas Pacific and E1 Paso Natural
Gas Company.

Q Mr. Yuronka, do you have a copy of that contract with
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you? A Yes, sir.

MR. ADAIR: We offer that in evidence as Texas Pacific's
Exhibit 18 and request permission of the Commission to substitute
'for the original a photostatic copy, is that granted?

MR. SPURRIER: It is.

@ Mr. Yuronka, without reading from the contract, can you
tell us whether or not it permits the units to be long 160 acres,
that is 4~ 4O0's in a row, for example?

A Yes, sir, they do.

Q Do they permit such units to cross section lines?

A Yes, sir.

Q Do you know whether or not Texas Pacific Coal and 0il
Company has two such units now connected to El Paso?

A Yes, sir, we do.

Q That is two long 160 acre units which cross section lines

A Yes, sir.

Q Also, does the contract permit up to 640 acres to be
assigned to an individual well? A Yes, sir.

Q Do we have any instances in which more than 160 acres is
assigned to a well under the contract?

A Yes, sir, we do.

Q How many acres do we have assigned, 4807

A What is the well number, State WA", Account 2, Well
Number 41,

Q When I ask you with respect to Texas Pacific having such

long units and that 480 acre unit, that is we had that situation
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up to January 1, 1954 before the effective date of the Order in
Case 582, is that correct? A Yes.

MR. ADAIR: We also offer in evidence limited to the
extent that the Langmat Pool has a common boundary with the Jalco
Pool, the transcript of the proceedings in Case 583, on October
27, 1953. This particular transcript has to do with the Langmat
Pool.

Now, if the Commission please, the hearings on the Jalco
Pool were held October 26, 1953 and the hearings continued through
October 28, I believe on the other nine gas pools. Two days later
Mr. Macey, the Chief Engineer for the Commission addressed a me-
morandum to the Commission dated October 30, 1953, and we offer
in evidence as Texas Pacific's Exhibit Number 20, a copy of that
memorandum.

On the same date October 30, 1953, even though transcript
admittedly had not been received and the hearings on the nine pooi
had been completed only two days earlier, the Commission issued
a directive to the operators in the Jalco and the other eight
pools and we offer in evidence as our Exhibit 19 a copy of that
directive. As I pointed out the gas pool hearings had been com-
pleted only two days earlier but in that directive, the Commissio:
directed the purchasers of gas to file nominations on forms al-
ready available at the Hobbs office of the Commission. At this
point,at least, it looked as if the Commission had instituted gas
proration without reading the transcript in the particular hear-

ings.
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We next offer in evidence as our Exhibit 21, Order R-368
A, in Case 582 dated November 10, 1953, pertaining to the Jalco
Pool. This is one of the orders that is under attack in this
motion for rehearing. The order on its face recognizes that the
Commission has received insufficient evidence upon which to base
its pool designations. In that finding, number fjve in the order,
it sets forth the need for additional geological and reservoir
data and orders the operators to furnish all available such data.

To the extent that the Langmat Pool borders the Jalco
Pool, we offer in evidence as our Exhibit 26-A, Order Nuﬁber
R-369-A in Case 583, dated November 10, 1953, pertaining to the
Langmat Pool.

MR. KELLAHIN: I don't like to interrupt but I would
like the record to show that we have a running objection to any-
thing pertaining to the delineation of the Langmat Pool. I don't
want to state that every time it is brought up, but I would like
a running objection to that.

MR. SPURRIER: Yes, sir.

MR. ADAIR: We offer in evidence in order to make the
record complete as our Exhibit Number 24, Order Number R~-264-A
in the consolidated Cases 245 and 521, which adds some 6,000 plus
acres to the Jalco Gas Pool., I think most of this acreage added
is located down near the Texas line.

We offer in evidence as Exhibit 27 the docket of the
hearing on November 19, 1953, where gas nominations were received

for the first time. We offer as Exhibit 28, the transcript of
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such hearing.

In order to complete our record here, we offer a copy
of our application for rehearing in Case 582, as Exhibit 22. As
Exhibit 23, we offer Order Number R-368-B in Case 582 which gran-
ted this rehearing. As Exhibit 23-A, we offer in evidence our
motion to ammend a typographical error in our motion for rehear-
ing and at this time we request the Commission to grant us author
ty to so amend. May it be considered so amended? We referred to
a wrong paragraph, it was a typographical error.

MR. SPURRIER: You can.

MR. ADAIR: That was Exhibit 23-A. Exhibit 23-B, we
offer our motion excepting to that provision or that portion of
Order Number R-368-B which provided that the Jalco Gas rules woul:
"remain in full force and effect" pending the rehearing.

As Exhibit 29, we offer in evidence the docket of the
December 17, 1953, hearing, insofar as the gas nominations are
concerned and as Exhibit 30, we offer the transcript of that
hearing insofar as the gas nominations are concerned.

As Exhibit Number 31, we offer Orders Number AG-1 and
AG-1A being the allowable order and gas proration schedule inso-
far as such orders and proration schedule pertains to the Jalco
and Langmat Pools. It should be noticed that although we feel
that no proper line has been drawn throughout this 36 mile area
that would justify calling the area two gas pools or 20 gas pools
that already in the January allowable, the allowable in the Jalco
Pool is some 600,000 cubic feet per month higher than in the Lang:
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mat Pool.

At this time, if the Commission please, I have no fur-
ther questions of Mr. Yuronka. Is there any cross examination?

MR. SPURRIER: Are there any questions of the witness?

MR. KELLAHIN: I have no questions of the witness but 1
would like to renew my objections to the testimony insofar as it
pertains to the delineation of the Langmat Pool and move that all
testimony and exhibits and statements of counsel pertaining there-
to be stricken from the record.

MR. SPURRIER: Objection overruled.

MR. FOSTER: I would like to ask the witness a question
or two.

MR. SPURRIER: Judge Foster.

CROSS EXAMINATION

By: MR. FOSTER:

Q@ You testified here regarding casinghead gas and dry gas.
For this record, will you define casinghead gas for me?

MR. ADAIR: I think casinghead gas is defined in the
Commission?s rules under the definitions and I don't think any-
thing this witness could testify to, would either add to or de-
tract from that.

MR. FOSTER: I think it might be helpful to know what
his idea of casinghead gas is regardless of how it may be defined
by someone else.

MR. SPURRIER: Answer the question.

A Casinghead gas is gas produced from the combination of
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gas and oil.

Q And how do you define dry gas? You used that term.

A Dry gas would be--

MR. STAHL: (Interrupting) Would the witness speak up a
little bit? It is hard to hear.

A Dry gas would be gas produced from a gas zone alone.

Q Now, would dry gas or casinghead gas as you understand
those terms also include the term, natural gas?

A Do you mind repeating that question, please?

Q Let me put it this way. As you understand the term,
casinghead gas and dry gas, is casinghead gas and dry gas, natural
gas?

MR. ADAIR: 1If the Commission please, I re~urge an ob-
jection to the question in that Casinghead gas is defined in the
Commission's Rules and to attempt to put any meaning other than
the Commission's Rules. I would like for the purpose of the ob-
jection to read it. Page one of the Rules, Definition Number 10:
"Casinghead gas shall mean any gas or vapor or both gas and vapor
indigenous to and produced from a pool classified as an oil pool
by the Commission. This also includes gas cap gas produced from
such an oil pool."™ Also from the Commission's Rules, Rule Number
35--"Natural gas or gas shall mean any combustible vapor produced,
and occurring naturally in a pool classified by the Commission
as a gas pool." If the Commission please, I see no useful purpose
to be served by continuing this line of testimony. The definitior

of casinghead gas, natural gas or gas is defined by the Commissior
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Rules and until such times as those rules are changed, no other
meaning can be ascribed to those terms by the Commission. I would
like to urge that objection.

MR. SPURRIER: The witness can answer the question, pro-
ceed.

A  Well, I am afraid it is somewhat beyond the scope of my
study.

MR. ADAIR: If the Commission please, it is a legal ques-
tion. It is a question of definition under the Commissiont®s Rules
This witness, he has qualified as an engineer, if Judge Foster
wants to change the definitions, I suggest he come before the
Commission after proper notice and hearing and request the change.

MR. FOSTER: I am not trying to change the definitions.

I am just trying to find out what he knows.

MR. ADAIR: He said he hadn't studied law, Judge. it'is
beyond the scope of his study.

MR. FOSTER: Are you telling me that you don't know the
difference between the term, casinghead gas and dry gas and natu-
ral gas?

A I believe I have defined casinghead gas and dry gas.
Q Now, you are saying that you don't know whether the
casinghead gas and dry gas is natural gas or not?

MR. ADAIR: Do you mean natural gas as defined by the
Commissiont's Rules or natural gas as that term might be accepted
by the Industry. I think you ought to be fair with the witness

that way. Tell him what--
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MR. FOSTER: (Interrupting) I just want to know whether
or not he considers casinghead gas or dry gés as he understands
it to be natural gas?

Well, in my opinion, natural gas would be dry gas.
Sir?
In my opinion, natural gas would be dry gas.

In your opinion, would casinghead gas be natural gas?

= 0 = O >

I am afraid that is beyond the scope of my study. I am
not a reservoir engineer.

MR. SPURRIER: Sir?

A I am not a reservoir engineer.
Q@ Well, whether you are or not, do you regard casinghead
gas to be natural gas?

MR. ADAIR: No useful purpose can be served in continuing
this line of testimony. I would like to urge the Commission to
sustain the objection. The witness has testified that he ié not
qualified to answer in any other way than that defined in the
Commission?s Rule which of course, the Commission has to operate
under anyway.

MR. SPURRIER: 1If the witness can answer the question,
let's proceed. If he cannot, say so.

A No, I don't believe I can.

MR. SPURRIER: Very well, Mr, Foster.

MR. FOSTER: All right.

Q In the Jalco Pool as that pool has been delineated by

the Commission, there are wells that produce o0il and wells that
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produce gas. Isn't that true? A Yes, sir.

Q Now, the oil wells also produce gas, don't they?

A Yes, sir.

Q The Commission has imposed a gas-oil ratio on the oil
wells, have they not?

A No, I wouldn't say that. In the South Eunice Pool in
the Cooper Jal Pool, there is an unlimited gas oil ratio.

Q There is no gas-oil ratio? A No, sir.

Q In any part of the pool or is there any gas-o0il ratio?

A To my knowledge, the only portion that would have any,
would be the portions of the Jalco that is in the Eumont Pool
under Eunice Monument.

Q They have imposed gas-oil ratios on the oil wells in
some portions of the Jalco Pool, have they not?

A Well, I believe in the Eunice Monument Pool, there is a
limited gas-0il ratio.

Q@ You believe there is not? A There is.

Q There is? All right. What is the purpose of a limita-
tion being placed upon the amount of gas that may be produced in
producing oil?

A Would you mind repeating that question, please?

Q What is the purpose of limiting gas production in the
production of o0il?

A Prevent undue drainage.

Q@ Would it prevent anything else?

A I cannot answer that question properly.
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Q Let me ask you this question, would it tend to prevent
waste?

A  Would you mind repeating the entire question, please?

Q@ Would the imposition of a gas-o0il ratio limitation on
an oil well tend to prevent waste? A Yes.

Q Would the basis of imposing such a limitation be the
prevention of waste?

MR. ADAIR: If the Commission please, that is a legal
question. It calls for a legal conclusion. We object to it for
that reason, and also at this time, if the Commission please, I
see no useful purpose to be served at this hearing which is a
motion for rehearing on a gas pool, so I see no reason why there
is any purpose that would be served by going into gas-oil-ratio
limitations on o0il wells, which obviously would be from oil pools.
We object to his question because it is not material, not com-
petent, not relevant at this time. I might add to my objection
a further objection, that cross examination is improper if it
goes beyond the scope of direct e;amination. The witness has
testified, has given no testimony whatsoever with respect to waste
of any sort.

MR. SPURRIER: Objection sustained.

Q Is it your position that no waste is occufring in the
Jalco Pool?
MR. ADAIR: Same objection.
MR. SPURRIER: Objection sustained.

Q One other question. Do you regard gas cap gas as being
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a natural gas?
A I beljeve I have made a statement as to that effect,
Judge Foster.
MR. FOSTER: That is all.
MR. SPURRIER: Anyone else who desires to cross examine
the witness? Mr., Stahl.

By: MR. STAHL:

MR. STAHL: G. E. Stahl, Permian Basin Pipeline Company.

Q Mr. Yuronka, are you familiar with Exhibit 31, your
proposed Exhibit 31, which is the A G Number 1 and A G Number 1-A
proration schedule? A Yes, sir.

@ On that schedule, I call your attention particularly
to page 11 and top of page 12, wherein Texas Pacific Coal and
0il Company!s wells in the Jalco Pool are set forth along with
the description of the same in the January allowable and the
present market outlet. Within your knowledge, are any of those

wells producing oil from a now delineated gas pool in any sub-

stantial guantities? A No.
Q They are not? A No.
Q In other words, they are all gas producing wells?
A Yes.
Q Have you calculated what the daily average allowable foi

those wells would be during the month of January?
A Oh, it would be roughly, about eleven hundred MCF per
day, a little more, a little less.

Q That is on 160 acre unit basis? A Yes.
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Q@ You testified, did you not, with respect to Exhibit, the
contract between Texas Pacific and E1 Paso, Exhibit 18-A, is that
correct, Mr. Adair, is it 18-A?

MR. ADAIR: That is correct.

Q@ You testified with respect to that Exhibit and introduc-
ed it as one that you were sponsoring, within your knowledge is
the average daily allowable for the month of January as set forth
on page 11 of the proration schedule for Texas Pacific Coal and
0il Companyt's wells higher>than the minimum specified in the con-
tract? A No.- |

Q@ Sir?

A Would you mind repeating that question again?

@ Would the reporter read the question?

(Question read.)

A I don't quite understand your question, Mr, Stahl.

Q@ As I understand--

MR. ADAIR: May I ask you a question, Mr, Stahl? 1In
asking the question of the witness to which of the minimum re-
quirements of the contract do you refer? Do you refer to 5,000
which is the minimum take per day over a certain period of time?

MR. STAHL: Yes, sir.

MR. ADAIR: Obviously the eleven hundred thousand is
higher than the five hundred thousand.

MR. STAHL: That is what I want. That is all.

MR. WOODWARD: We would like to ask a question.

MR. SPURRIER: Mr. Woodward.

~56-



By: MR. WOODWARD:

Q@ I believe you testified with respect to a contm ct be-
tween E1 Paso and Texas Pacific., I wonder if you would tell me
what date that contract was executed.

A April the 6th, 1951,

Q Does that contract contain what is commonly known as a
force majeure? | A Pardon?

Q@ Does that contract contain what is commonly called a
force majeure provision?

MR. ADAIR: The witness is not acquainted with that, I
will admit that it does.

MR. WOODWARD: Would you mind reading that provision?

MR. ADAIR: Article 19, Governmental Regulations, Sec-
tion 1: "It is expressly agreed that this agreement and the
respective obligations of Buyer and Seller hereunder are subject
to present and future valid laws, orders, rules and regulations
of duly constituted governmental authorizations having juris-
diction."” There is also a F.P.C. clause you are not asking for
that.

MR, WOODWARD: I don't think that is involved.

Q Is it your position in this hearing that provision was

placed in there out of an abundance of caution and was not needed

MR. ADAIR: I don't know ~- to answer that question, I
don*t know what motives E1 Paso had in putting that clause in th=
contract. It is their clause, nog ours.

MR. WOODWARD: 1Is El1 Paso joining you in this motion for
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rehearing?

MR. ADAIR: I think the record speaks for itself. They
did not.

MR. WOODWARD: They did not. It is their contract as
well as yours?

MR. ADAIE: That is correct.

MR. WOODWARD: That is all.

MR. SPURRIER: Any one else? The witness may be excused.

(Witness excuged.)

MR. SPURRIER: We will take another one of those short

recesses,
(RECESS)
MR. SPURRIER: The meeting will come to order. Mr.
Adair.
MR. ADAIR: At this time, I would like to call Mr. J.
E. Bagwell.
Jo_E. BAGWELL

having been first duly sworn, testified as follows:

DIRECT EXAMINATION

By: MR. ADAIR:

Q@ Will you state and spell your name for the Commission,

please?

A J. E. Bagwell.

Q You are also known as Jim Bagwell?
A Yes.
Q Where do you reside? A Midland, Texas.
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By whom are you employed?

Texas Pacific Coal and 0il Company.

In what capacity? A Geologist.
How long have you worked as a geologist?

Four years.

Where were you trained?

You mean my school?

Yes.

> O o O O O O B O

Received a B. S. in Petroleum Geology from Texas Tech-
nological College.

Q Have you sat on wells or participated in drilling of
wells in the area delineated upon Texas Pacificts Exhibits 32,
33 and 34 in the Jalco and Langmat areas of Southeastern Lea
County? A Yes, sir.

Q Have you made an intensive study recently in connection
with this rehearing? _ A Yes, sir, I have.

@ Has the area of your study insofar as Jalco - Langmat
area is concerned, been in the vicinity of Texas Pacific Coal
and 0il Company leases in that area? A Yes, sir.

Q@ The bulk of the Texas Pacific's leases as reflected by
the Exhibits stretches across approximately two townships, is
that correct? A That is correct.

Q In preparation for this hearing as well as in your work
as a geologist for the Texas Pacific Coal and 0il Company, have
you studied all of the well logs available to you in that parti-

cular area? A Yes, sir, I heve.
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Q Have you assisted in the preparation of cross sections
going from west to east and from north to south in that area?

A I have.

Q Are you familiar with the provisions of the statutes
defining pools or reservoirs or common sources of supply?

A I am.

Q@ To refresh your memory and for the benefit of the Com-~
mission, I would like at this time to read from Section 26-B of
the 1949 Conservation Act " tPool" means an underground reser-
voir containing a common accumulation of crude petroleum or
natural gas or both., Each zone of a general structure which zone
is completely separated from any other zone in the structure is
covered by the word 'pool! as used herein. 'Pool" is synonymous
with common source of supply and with common reservoir." Are
you familiar with the schematic cross sections or the typical
well cross sections which have heretofore been introduced in
evidence as Texas Pacifict's Exhibits 35 to 41 inclusive?

A Yes, sir, I am.

Q Did you assist in the preparation of those cross sectior
and the selection of the wells to be used thereon?

A I did.

Q Do those cross sections show generally that the Yates
and Seven Rivers formations overlie or underlie the entire Jalco
-Langmat area?

A Would you restate that question?

Q Do those cross sections show that the Yates formation
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and the Seven Rivers formation underlie the area of the Jalco
and Langmat pools that you have studied?

A Yes, sir, they do.

MR. KELLAHIN: Jason Kellahin representing Samedan. We
object to the question and move the answer be stricken on the
ground it constitutes an attack on the Commissionts Orders de-
lineating the pool, Langmat pool. Further, on the ground that
Samedan is without notice or opportunity to be heard on any
question delineating the Langmat Pool.

MR. ADAIR: I think we have answered that objection once
There is a 35 or 36 mile line separates the two pools. It is a
Jalco line as well as the Langmat line, Anything that affects
the Jalco line is necessarily going to affect the Langmat line.
We have no, if it will save interruption, Mr. Kellahin, we have
no objections to your objection continuing through without your
having to get up again. If that is satisfactory with the Com-
mission. The same ruling, the Commission has overruled it before

MR. SPURRIER: We think you might as well do it that
way.

Q In your opinion, in the area concerning which you are
testifying, was the Yates, Seven Rivers and the Queen formations
separate reservoirs originally? A Originally, yes.

Q In your opinion, due to the producfion of oil or gas
or both, or due to connection by well bores they are in some
areas interconnected, is that correct?

A Yes, sir, that is correct.
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Q Are you familiar with the outline and areal extent of
the Jalco and Langmat Pools as delineated by the Commission?

A Yes, sir.

Q And as shown by Texas Pacificts Exhibit Number 347

A Yes, sir.

Q Have you prepared a structure map contoured on top of
the Yates formation in the area and vicinity of Texas Pacific
Coal and 0il Company leases? A Yes, sir,

MR. ADAIR: At this time we offer in evidence our Ex-
hibit Number 43, and request that it be put up on the board.

Q Mr. Bagwell, would you mind stepping over to the Exhibit
and pointing out and explaining to the Commission what that par-
ticular Exhibit represents.

A This is a contour map of a portion of southeastern New
Mexico in the vicinity of Texas Pacific Coal and Oil Company's
leases. It id dated counties one, two and three.

Q@ Are the Texas Pacific leases colored in red?

A4 Yes, sir, they are. As you can see here, they are
colored in red.

Q@ What is your contour interval of the map?

A  The contour interval is 25 feet.

Q I mean so far as the Jalco and Langmat areas are con-
cerned, in that particular area that is the delineation of them.
Will you point it out to the Commission and explain how they are
delineated?

A  The Jalco Pool or the Jalco area as delineated by the
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Commission is outlined in red as you see here,

Q@ That is on the western part of your map?

A Yes, sir. East of it and adjacent to it the Langmat
area has been outlined in green, (Indicating).

Q Also as shown on that map are all the various oil and
gas wells drilled in the area, is that correct?

A That is correct.

Q@ In other words, the map is fairly well up-to-date in
that respect? A It is.

Q@ When were most of those wells drilled, Mr. Bagwell?

A First major drilling activity was between 1927 and 1930.
Then during the depression years the drilling operations were
more or less suspended and resumed again in the late '30fs, by
the end of 1940 the area had been pretty well drilled up with
the exception of a few wells which have been drilled in the last
few years.

Q@ Will you tell the Commission something of the stratigra-
phy of the general area represented by your Exhibit 43°?

A First formation we are primarily concerned with is the
Rustler which is composed of anhydrite and dolamite. It is
approximately 150 feet thick. The Rustler is the Solado forma-
tion which is predominantly a salt. It ranges in this vicinity
from approximately 1200 to 1500 feet thick. Beneath the Solado
is the Tansil which is composed of dolamite and anhydrite. It
is approximately 150 to 175 feet thick. Beneath the Tansil is

the Yates which consists of sand, dolamite, anhydrite. It range
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from 250 to 300 feet thick. Beneath the Yates is the Seven
Rivers which is predominantly dolamite with some sand and an-
hydrite. It is approximately 400 feet thick. Beneath the Seven
Rivers is the Queen which is predominantly sand and it is approxi
mately 300 feet thick. Beneath the Queen is the Grayburg which
is a sandy dolamite and it is approximately 250 feet thick. Be-
neath the Grayburg is the San Andres which is predominantly dola-
mite and is roughly 1500 feet thick.

Q@ Sofar as the Yates and Seven Rivers formations are con-
cerned, Mr. Bagwell, state whether or not they are continuous
over the entire area covered by the Langmat - Jalco delineations
there on your Exhibit? A They are.

@ In other words, the Yates and Seven Rivers formations
which constitute, with the exception of the bottom 100 feet of
the Seven Rivers, the vertical interval of the Jalco gas pool as
well as the Langmat gas pool are co-extensive over the entire
area? A  They are.

MR. STAHL; Could I have the question read back please?
{Question read.)

Q@ Your answer to that is yes? A Yes, sir.

Q@ I notice that there is a ridge of some sort along on the
western side of your Exhibit 43, will you explain to the Commis-
sion what that represents?

A I believe you are talking about this ridge here running
from Township 21 south through 24 south, which is the extent of

my map. This ridge is a reflection of the underlying Capitan rec
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Q@ How far does that reef extend, if you know?

A  That reflection extends from down in Waco County up to
the area of roughly Eumont, then it swings westward over to Carls
bad.

Q Going from west to east, does the Yates and Seven Rivers
formation carry over the crest of this reef reflection eastward?

A Yes, sir.

Q Does it carry over the lagunal or the trough area up to
and up on the western side of the basin platform?

A Yes, sir.

Q All gas production from the area shovn on your Exhibit
43 is from what formations?

Yates and Seven Rivers predominantly.

You have some Queens oil and a little gas?

= o >

Some Queens oil and gas.

Q Do you encounter any marked changes in lithology as you
move eastward from the west side of your ridge over across the
crest of the ridge into the trough area?

A Nothing except that gradual change. I would say that
you had relatively more dolamite over the reef reflection. As
you move eastward into the Lagunal area I think you would find
an increasing quantity of sand.

Q@ Would that change or difference in lithology, have any
effect upon whether the gas produced was sweet or sour?

A Yes, sir, it possibly would. I think in the area where

you have relatively more dolamite the gas would probably tend to
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be‘more sour than in the Lagunal area where you have more sand,
so it would probably be a little bit sweet.

Q So far as the gas that is produced from the Jalco area
shovn on your Exhibit, state whether or not that gas is gas cap
gas.

A Yes, sir, I think it is.

Q@ In other words, oil wells and gas wells producing from
the Jalco area, would be producing from essentially the same re-
servoir? A Yes, sir.

MR. ADAIR: At this point, if the Commission pleases, I
would like to advise the Commission that Mr. Bagwell and I in
preparation of these questions and answers have closely followed
the testimony of Mr. Forbes in Case 245 which was the only hearin
April, 1951 in which the Commission received evidence concerning
the demarcation between the Jalco and the Langmat areas.

Q I will ask you, Mr. Bagwell, whether or not you have
testified to all of the facts testified by Mr. Forbes at that
hearing insofar as this particular area is concerned?

A Yes, sir, I believe I have.

Q@ You have read and reread the transcript many times, have
you not? A T have.

MR. ADAIR: At this time I might call to the Commission:
attention that that is the evidence upon which the Commission
acted in drawing the line some 36 miles long, extending from
Township 20 or 21 all.the way down to the Texas border,

Q In other words, Mr. Forbes in his testimony did not give
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any reason whatsoever for drawing the line at the place it was

drawn?
A No, sir, he didn't.
Q@ That is, any sound geological reason in your opinion?
A That is right.

Q@ So far as the lithology is concerned, is there anything
in the lithology of the Yates and Seven Rivers formations, or
both of them, going from west to east which would support a
separate reservoir in the area shown on your Exhibit?

A No, sir.

Q Is there anything of a lithological standpoint that
would justify the Commission in drawing the line where it did or
drawing the line anywhere along that general area separating the
two pools?

A That is from a lithologic standpoint?

Q Yes. A No, sir.

Q From a standpoint of stratrigraphy, is there anything
to justify the separation slong the line drawn on your Exhibit?

A  No, sir.

Q@ In other words, the Yates and Seven Rivers are co-exten
sive throughout the entire area? A They are.

Q Have you prepared or assisted in the preparation of
cross sections drawn through the area along this line?

A I have,

MR. ADAIR: I would like at this time, if the Commissio

pleases, to offer in evidence our Exhibit Number 4L, which is
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designated as cross section A - A Prime,

Q@ Will you indicate to the Commission on your Exhibit 43
which is your contour map, the wells through which this cross
section is drawn?

A Yes, sir, the cross section runs through Texas Pacific-

Q (Interrupting) I will ask you this, is the line shown
by the red line from A to A Prime?

A Yes, sir. vIt is through sections 8 and 9 of Township
21 south, ranges 35 and 36 east.

Q@ Will you explain that cross section? Incidently, that
cross section does cross the Jalco- Langmat line, does it not?

A It does.

Q Will you explain to the Commission your cross section
Number L47

A The cross section extends through Texas Pacific Coal
and 0il Company State A well Number 3, Number 23, well Number 30
well Number 31. The Yates formation is shown here in the yellow
color. The Seven Rivers is in this lavender color. The Queen
is shown by the blue color. The line between Jalco and Langmat
as delineated by the Commission is shown here, red on the left
side for the Jalco, and green on the right side for the Langmat.

Q The yellow area, which is the Yates formation goes en-
tirely across the cross section, does it not, without any break
in continuity? A It does.

Q The same is true of the Seven Rivers formation?

A That is right.
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Q And did you or did you not encounter gas accumulatioﬁs
on each side of the line in those formations?

A Yes, sir.

MR. ADAIR: We next offer in evidence Exhibit L5, being
cross section B - B Prime.

Q@ Will you point out to the Commission where that cross
section is drawn on your contour map?

A B - B Prime as shown by this red line through sections
21 and 28, Township 22 south, Range 36 east.

Q Without calling specifically to the wells since they
are shown on the cross section, will you state whether or not
that cross section also shows that the Yates and Seven Rivers
formation is continuous across the area with accumulations of
gas on each side of the line?

A Yes, sir, it does.

MR. ADAIR: I next offer in evidence Texas Pacific's
Exhibit 46, being cross section C - C Prime.

Q Would you indicate to the Commission where that cross
section is drawn on your contour map?

A C - C Prime as shown by the red line, extends between
two wells here in section 28 of Township 22, south, Range 36
east.

Q Is there continuity so far as the producing formation
across the line on that cross section? A There is,

Q@ In other words, it shows the same as the two proceeding

cross sections? A That is right.
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MR. ADAIR: I next offer in evidence Exhibit 47, being
cross section E - E Prime.

Q Will you indicate to the Commission where that cross
section is drawn on your contour map?

A The cross section E - E Prime is shown by this red
line extending through sections 3 to 4, Township 23, south, Rang
36 east. |

Q Does that cross section show the same as the preceeding
cross sections that there is no break in continuity of the pro-
ducing sections? A It does.

Q Will you point out where you encountered accumulations
of gas on both sides of the line, if you will?

A In this particular cross section our casing on all
three wells is set above the Yates and leaving the Yates, Seven
Rivers open, a portion between this well Number 3 and that is
what they are producing from these formations in the open hole.

Q In your mind that conclusion at least demonstrates to
you that there is no justification for separating the two pools
at that point? A That is right.

MR. ADAIR: As Exhibit 48, we offer cross section F -
F Prime,

Q Without repeating in detail your testimony with respect
to the other cross sections that have heretofore been received
in evidence, will you state whether or not that cross section al
so shows continuity? A It does.

Q@ As to the same extent? A Same extent.
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Q As Exhibit 49 we offer cross sections G - G Prime. Wil
you indicate where that cross section is shown on your contour |
map?

A G - G Prime is shown by the red line extending through
sections 9, 10 and 11, Township 23, South, Range 36 East.

Q Does that cross section show the same as the prior cros
section? A Yes, sir, it does

Q@ Which leads you to the same conclusion at that parti-
cular point along the line? A Yes, sir.

Q That there is no justification for drawing the line
there? A That is right.

MR. ADAIR: As Exhibit 50, we are offering cross sec-
tion H - H Prime.,

Q@ Will you indicate to the Commission where that cross
section is drawn on your contour map?

A It is indicated by this red line which extends through
section 9, 16 and 15, Township 23 South, Range 36 East.

Q Does the cross section also show continuity across the
line? A It does.

MR. ADAIR: As Exhibit 51 we offer cross section J - J
Prime.

Q@ Where is that on your contour map?

A J = J Prime is shown by this red line extending through
sections 16 and 15, Township 23 South, Range 36 East.

Q Does that cross section show the same continuity as you:

prior cross sections? A It does.
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Q@ You have accumulations of gas within the gas pool in-
terval in each case on each side of the line?

A That is correct.

MR. ADAIR: As Exhibit 52, we offer cross section K -
K Prime.

Q Where is that line drawn on your contour map?

A X - K Prime is shown by the red line extending through
sections 21 and 22, Township 23 South, Range 36 East.

Q Does that cross section show substantially the same as
your prior cross section? A Yes, it does.

MR. ADAIR: As Exhibit 53, we offer cross section L -
L Prime.

Q@ Will you indicate where that line is drawn on your map?

A Cross section L ~ L Prime is shown by the red line ex-
tending through sections 28, 27, 26, Township 23 South, Range
36 East.

Q Does that cross section across the four well area there
two wells on each side of the line, show the same thing as your
prior cross section? A Yes, sir, it doec

Q@ Now, Mr. Bagwell, from the standpoint of encountering
relatively sour gas on the west side of your Exhibit and re-
latively sweeter gas on the east side of your Exhibit, does that
constitute any reason from a geological standpoint to say that
there are two areas or separate reservoirs?

A No, sir, not from a geological standpoint.

Q@ Because of the lithological conditions encountered, tha
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is you encounter more dolamite in the western area than you do
in the eastern area, you would expect to find more sour gas on
the western side, would you not? A That is correct.

Q Do you know of any permanent barriers along the line
between the Jalco Pool and the Langmat Pool in the area that
you have delineated there so far as the Yates or Seven Rivers
formations are concerned?

A  No, sir. I know of none. There could possibly be some
isolated local areas, but as I say, I don't know of them if they
exist. .

Q So far as the five miles of that line which are bordere
by Texas Pacific leases, there are no dry holes between the two
areas on that line are there?

A  There are no attempted gas well completions that are
dry holes.

Q@ In other words, so far as the gas well, I should have
limited my question to the Jalco - Langmat vertical interval,
there are no dry holes in that interval, is that correct?

A No, sir, there are none.

Q Up to this point at least the geologists haven't been
able to discover any better way of delineating a pool than by
dry holes, have they?

A I haven't found a better one.

MR. ADAIR: That is all. That is all I have of Mr.
Bagwell at this time, if the Commission please.

MR. SPURRIER: 1Is there anyone who wishes to cross
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examine Mr. Bagwell?
MR. STAHL: Yes.
CROSS EXAMINATION

By: MR. STAHL:

Q Mr. Bagwell, as I understood your testimony, you feel
from a geological standpoint with the facts as you now know them
that there is no reason for delineation of the west boundary,
excuse me, the east boundary of the Jalco pool, is that right?

A I see no reason from the facts available to me to draw
a line separating it from the Langmat area to the east.

Q Mr. Bagwell, do you think it conceivable that other
geologists with the same qualifications which you appear to
poséess might differ with that opinion?

A I think on any subject you will have differences of
opinion.

Q That is generally conceded.

MR. ADAIR: That is the reason we are here today.
MR. STAHL: I am aware of that, Mr. Adair.

Q In other words, it is your opinion that the line de-
lineating the division between the Jalco and Langmat Pools was
incorrectly drawn by the Commission, is that correct?

A That is correct.

Q If that line were drawn in conformity with your opinior
would you be satisfied as a geologist?

A Mr., Stahl, my study has been limited to our area alone,

and with the sole purpose of deciding whether or not that line
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was correct. I have made no conclusions as to where a line
should be drawn.

Q Let me ask it this way. In the area where you have
leases, if the line was redrawn in conformance with your opinior
would you be satisfied. As I understand ite-

MR. ADAIR: (Interrupting) He said he had no opinion
as to where the line should be drawn. He has just stated that.
I object to the question.

Q The witness can answer the question, go ahead.

A Personally, I wouldn't draw a line.

Q@ Do you have a recommendation as such, whether the line
should be shifted, or whether the Jalco or Langmat should be
made one pool or anything at all?

A No, I have no recommendation.

Q It is just wrong the way it is now?

A That is what I believe.

Q Mr. Bagwell, how long have you been employed with Texac
Pacific Coal and 0il?

A I stated four years.

Q Sir? A Four years.

Q I am sorry, I missed that earlier. During that time,
to your knowledge has any information or data or facts such as
you put in, ever been introduced by Texas Pacific before this
Commission?

A I am afraid I can't answer that question because I am

not familiar with any previous proceedings here,
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Q But to your knowledge there .has not been?

A I just don't know either way. 1 am sorry.

Q To your knowledge has Texas Pacific Coal and 0Oil ever
been denied the right to put in information like this?

A Texas Pacific offered their help when this attempt to
draw this line first came up.

Q@ That was with respect to the Committee, was it not?

A Yes, sir,

Q@ To your knowledge, has Texas Pacific ever been denied
the right to put in evidence like this or similar to this in a
case before this Commission?

A  Well, as I said Mr. Stahl, I am not familiar with pre-
vious proceedings over here. 1 just dont't know.

MR. STAHL; I think the record will show upon examina-
tion that Texas Pacific has not been so denied. That is all
the questions I have.

MR. SPURRIER: Any one else? Mr. Kellahin.

MR. KELLAHIN: Jason Kellahin representing Continental
0il Company.

By: MR. KELLAHIN:

Q Mr. Bagwell, you testified that there is no difference
in your opinion in stratigraphy'between the two pools, did I
understand that question?

A  Would you repeat that, please?

Q Is it your testimony there is no appreciable difference

of the stratigraphy of the two pools, the formation of the Yates
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and Seven Rivers?

A In the stratigraphy, no, there is no major difference.

Q Is there any difference in the pay zones between the
two pools?

MR. ADAIR: Just for the purpose of the record, I know
that Mr. Kellahin is fair enough, he doesn't want the witness tc
be misled. You are speaking of the Jalco and Langmat vertical
interval?

MR. KELLAHIN: Yes, sir, thank you, Mr. Adair.

MR. ADAIR: I probably caused the witness to forget you
question. So, would you restate it?

Q@ Would you read the question back, please?

(Question read)

Q@ As clarified by Mr. Adair.

A No major differences with the exception of possible
isolated areas, I would think.

Q@ There is, as a matter of fact, a decided difference in
the sulphur content of the gas produced on the two sides of this
line, is there not?

A I think in both areas you can have strong variations ir
sulphur content.

Q You mean that you have a high sulphur content and low
sulphur content on say, the entire area of the Langmat Pool?

A Yes, sir,

Q And also in the Jalco. Isn't it true however, that the

variations follows fairly close to the line which has been drawn
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as delineating the two pools?

A I am afraid I cant't answer that question.

Q@ Have you made any study of that qﬁestion?

A No, sir. My knowledge, my study has been limited to
the geology and not in respect to the sulphur content of the
gas.

Q@ Can you explain then, why if there is no difference in
stratigraphy there is a difference in sulphur content?

A Well sir, I made a feeble attempt at that awhile ago.
I would think that over the area that we are calling the reef
reflection, the ridge on the western edge, you would find more
dolamites than vou would in the area to the east which is the
Lagunal area, and I associate the sulphur with the dolamite.

Q The production from one side is from the sand and the
other side from the dolamites, is that correct?

A No, sir,

Q What is the difference in the productive zones then?

A It is a gradiational change as you move eastward acrose
the reef reflection into the Trough area I think you find an
increasing amount of sand in a Lagunal area, the Trough area.

Q@ That is a rather sharp gradiation in through that area,
is it not?

A I wouldn't say it was too sharp, no, sir.

Q Isnt't it possible that there is a difference in the
sulphur content in one side than on the other due to a barrier

in there? 1Is it possible?

-78-



MR. ADAIR: Would you repeat that question? Did you
say put a barrier in there?

Q@ No, sir, I said there is a variation in the sulphur
content on one side as against the other due to a barrier.

A No, sir, I wouldnt't think so.

Q@ You say that is impossible?

A No, sir, I dontt say it is impossible. I donft think
SO.

Q If it isn't impossible, it would be possible, wouldn't
it?

A I am not a lawyer.

Q@ Mr. Bagwell, referring to the Exhibits which have been
offered showing the cross section, what is the difference betwee
those wells upon the Exhibit. That is in relation to the line
that has been drawn within each pool?

A The horizontal scale is three hundred feet to the inch.

Q Rather than go up and measure it, could you tell us
what the linear distance on the ground would be?

A VWell sir, different cross sections, we have different
distances.

Q Could you give us a rough estimate on the average?

A I think our average cross section up there covers
approximately four quarter sections.

Q@ Four quarter sections on each Exhibit?

MR. ADAIR: He said average.

A I think that is an average.
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Q@ Average? | A Yes, sir.
MR. KELLAHIN: That is all.
MR. SPURRIER: Anyone else? Mr. Macey.
By: MR. MACEY:

Q@ You testified that in your opinion the gas, particularly
in Texas Pacific Coal and 0il Company area, was gas cap gas.
What do you mean by gas cap gas?

MR. ADAIR: I believe for the purpose of the record he
testified in the Jalco area that it was gas cap gas.

MR. MACEY: Okay.

A My definition of gas cap gas is gas that is in contact
with the o0il column.

Q If you produced that gas and ultimately drain the Jalco
area regervoir of gas, what will happen to the o0il?

A More than likely be drawn up behind the gas as it is
produced.

Q Is that generally accepted as good practice in the oil
industry?

MR. ADAIR: As Mr. Macey well knows, Mr. Bagwell did
not qualify as a petroleum emgineer. I don't believe your ques-
tions, Mr. Macey, are geological questions. They are more in
the nature of a petroleum engineering question.

MR. MACEY: Maybe your question was more in the nature
of petroleum engineer question as far as gas cap gas is concern-
ed. If he can qualify to testify whether it is gas cap gas or

not, he should be acquainted with the engineering characteristics
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of the reservoir to know it is gas cap gas.
MR. ADAIR: To know it is in contact with the o0il column
That was his definition. Excuse me, go ahead with your question.

@ I am not quite sure he answered my question, the last

question. You might repeat it for him.
(Question read)

A I don't believe I am qualified as an expert to answer
that question, I think that would be more of an engineering pro-
blem.

Q Does the gas cap gas in a reservoir always have to be
in direct contact under every lease or location with the oil
column?

A I should think you would have certain areas where it
would not be localized.

Q Therefore, wouldn't it stand to reason that if you
drained the gas out of that particular areé that you would get
movement of oil up structure? A Yes, sir.

MR. MACEY: That is all.

MR. SPURRIER: Anyone else?

MR. STANLEY: I would like to ask the gentleman a ques-
tion.

By: MR. STANLEY:

Q Continuing with Mr, Macey's testimony, I would like to
ask you a question in this respect, if you voided the gas cap
and moved the oil up structure, would that be wise?

MR. ADAIR: If the Commission please, I object to that
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on the ground among many many others that that is beyond the
scope of proper cross examination. The witness has testified
to nothing with respect to waste on direction. examination.

MR. SPURRIER: This is a good chance for him to start.
If he has an opinion, I would like to know what it is.

MR. ADAIR: We object further, if the Commission please
I particula -1y do not want to get into in this case because we
feel it has no proper place in it, the question of waste.

MR. SPURRIER: I remember distinctly that you mentioned
waste.

MR. ADAIR: Mentioned that there was no evidence of was
if the Commission please.

MR. SPURRIER: That is right.

MR. ADAIR: The same as there is no testimony in waste
insofar as the direct examination was concerned therefore, it is
not proper cross examination. The Commission has so ruled when
we had the other witness on the stand.

MR. SPURRIER: Does anyone else have a question?

MR. KELLAHIN: I have a couple more questions.

By: MR. KELLAHIN:

Q Mr. Bagwell, you testified that the formation is con-
tinuous across the line of separation which has been drawn for
the purposes of delineating those two pools. Are the pay zone:
continuous?

A Yes, sir, I think generally speaking they are with

possibly local exemptions.
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Q With possible what?

A  With possibly local exemptions.

Q In connection with your studies, Mr. Bagwell, did you
consider radiocactive logs, bottomhole pressures, fluid samples
and the other items which were outlined by Mr. Adair as factors
which should be concerned in such a study?

A I considered the radioactivity logs, sample logs and
other data which we had available to us. I didn't go into
bottomhole pressure or bottomhole samples.

Q Do you consider your work was more comprehensive than
the seven monthst'study made by the Committee formed for that
purpose? A

MR. ADAIR: There is no testimony in the record as to
what the result of the four months! study was. What they came
up with. The only testimony--

MR. KELLAHIN: I really think there is testimony--

MR. ADAIR: (Interrupting) I assume you refer to the
Federal Unit study that was presented at the April 1951 hearing.

MR. KELLAHIN: That is right.

MR. ADAIR: As far as that is concerned, the evidence
of that study has already been hashed and rehashed. There cer-
tainly were né cross sections introduced in that except one
generalized cross section.

Q@ Would you answer the question, please?

A Yes, sir, I have not attempted to do the extei sive worl

that they did. I merely attempted to show that the formations
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were continuous across the line and production is continuocus a-
cross the line.

MR. KELLAHIN: That is all, thank you.
By: MR. MACEY:

Q Are you familiar at all with the study which was made
by the so-called Federal Unit Committee in Case 245, I believe
it 1s?

A  Not other than what I read in the transcript of the
case.

Q@ Do you kappen to know whether or not at the conclusion
of that study, whether Texas Pacific Coal and 0il Company was
invited to inspect the results of that Committee before they
presented the evidence here, the results of their study?

A No, sir, I do not.

Q You say that you have read the transcript of Case 245
fairly thoroughly?

A I read it and in the transcript it says that other
engineers were invited to attend, but not necessarily to parti-
cipate.

Q@ Do you have a copy of the transcript in front of you
or available to you? About two-thirds of the way down on page
14, Mr. Adair made a comment, would you like to read that for
the benefit of the Commission?

A "Eugene Adair, representing Texas Pacific Coal and Cil
Company. I might state to the Commission that at this time we

have no quarrel whatsoever with the results shown by Continenta:
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However, we would like for the record, to ask a few questions.
Mr. Forbes, this comprehensive study that you have just completec
was necessarily based, was it not, upon such information as you
had available to you at that time? MR. FORBES: That is right.
MR. ADAIR: And as future drilling and future development opera-
tions are conducted in the area, you will have available to you
additional information which may require the Commission to re-
vise the pools, the pool gas pool lines. MR. FORBES: That is
right. MR. ADAIR: I will refer you to the northern portion of
Township 22 South, Range 36 East where you will observe that gas
pool one, the line separating gas pool one from gas pool two to
the east coming through that Township splits several of Texas
Pacific Coal and 0il Company's leases. Is that not correct? MR.
DAILEY: It does, the basic lease. It doesn't within any one
section. It does some of your basic leases where they extend
across more than one section. MR. ADAIR: Now, as an additional
drilling is done along that line and additional information be-
comes available, it may require that line separating those two
pools be shifted some one way or another. MR. FORBES: That is
right., This is the best we can draw from our information. MR.
ADATIR: At the present time? MR. FORBES: At the present time.
MR. ADAIR: It is not intended to be a permanent line? MR.
FORBES: It is unless you can furnish additional information.
MR. ADAIR: Additional information will change the line if ne-
cessary? MR. FORBES: If it warrants it. MR. ADAIR: So, then.

it is not intended to be a permanent line delineating the ges
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pools. MR. FORBES: No."
MR. ADAIR: How far do you want him to go?
MR. MACEY: He is going to finish right now.

A "MR. ADAIR: That is all I have."

MR. ADAIR: This is additional information we are fur-
nishing you today, if the Commission pleases.

Q Mr. Bagwell, returning to what Mr, Adair says, and I
will quote, "I might state to the Commission we have no quarrel
whatsoever with the results shown by Continental,"” I might ask
you if there has been any additional drilling in there to change
Continentalts question and how much additional drilling had been
done in the area?

A I am afraid I don't know exactly what wells have or hav.
not been drilled since that time other than a few of Texas Pa-
cific's wells which I am particularly familiar with. As far as
completion dates on the others, I am not too familiar with then.

Q@ Do you know of any additional drilling in the area of
Texas Pacific's leases that resulted in any conclusions differen
from any other wells that were drilled prior to this study on
Texas Pacific's leases that would change the picture that was
presented?

A No, sir, I don't know of anything that would change ary
thing that was already there.

MR. MACEY: That is all I have.
MR. SPURRIER: Anyone else? Mr. Hinkle.
MR. HINKLE: Clarence Hinkle representing the Humble.
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By: MR, HINKLE:

Q I believe you testified that the Jalco field was a
natural gas cap field, is that right? A Yes, sir.

Q@ Is the gas cap there a natural condition of that field,
or is it caused by drilling operations that have progressed so
far or what? Is it just a natural condition of that field?

MR. ADAIR:; If the Commission pleases, the witness has
testified in his opinion that originally Seven Rivers and Yates
were separate reservoirs in there.

MR, HINKLE: He has testified it was gas capped. I
want to know if it was a natural condition in that field.

MR. ADAIR: It is gas capped.

A I think it is a condition that may exist due to de-
velopment and connection by well bore.

Q But if it was there before any development took place,
you would call it a gas capped field?

A I don't believe I stated that. I think I said that
originally I believe that the Yates and Seven Rivers and Queens
were separate formations.

Q But they are so-called gas capped formations, are they
not. As I understand your testimony, you said that in the Jalcc
field here that the gas produced was gas cap gas, is that right:

A At the present time I think it is.

Q You think that the gas is combustible vapor composed
chiefly of hydro carbons? A Yes, sir.

Q@ It is natural gas then, is it, of the definition of the
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Conservation Commission?

MR. ADAIR: Wait, just a minute. The Rules are going
to speak for themselves there. What Rule are you referring to?

MR. HINKLE: Rule 35.

MR. ADAIR: Defining.

MR. HINKLE: Natural gas and gas.

MR. ADAIR: Just a minute, Mr. Hinkle. Will you read
that to Mr. Hinkle, please. It has been read into the record
once before.

MR. HINKLE: What is that?

MR. ADAIR: It has been read before.

MR. HINKLE: I am just asking if it comes under that
definition, the gas cap in the Jalco field.

MR. ADAIR: If it is gas cap gas it is casinghead gas.

MR, HINKLE: I will ask you this question, don't you
think that the gas cap gas as defined in the other rule is also
included in this definition of natural gas, Rule 357

MR. ADAIR: If the witness is qualified to answer that
question, I have no objection to him answering it.

MR. HINKLE: I would like for him to answer,

A Would you repeat it so I can be sure I understand it?

Q I asked you if the gas produced from the gas cap or the
gas produced in the Jalco field was combustible vapor composed
chiefly of hydro carbon? A Yes, sir.

Q@ And you also testified that it was a natural condition
at least at the present time, or that it was gas capped at the

present time?
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A Yes, at the present time.

Q@ So under the statement of that testimony, doesn't it
come under the definition of the Commission Rule 35 as being
natural gas?

MR. ADAIR: I object to that question on the ground it
calls for a legal conclusion and that the Rules themselves pro-
vide that gas cap gas is casinghead gas. Natural gas is natural
gas produced from an oil pool.

MR. HINKLE: Our position is that the definition in 35
is inclusive of gas cap gas in the other definition. The other
serves the purpose in cases where the Act and Regulations and
Rules refer to gas cap. Where it refers to natural gas as pro-
vided in the Act, the Act provides for the proration of natural
gas, this definition would prevail.

MR. SPURRIER: Anyone else? Mr, Stahl.

By: MR. STAHL:

Q Mr. Bagwell, is there any information available to you
that was not available to other parties who had previously worke
out information similar to this?

A Probably information that came about through activities
later on.

Q Was any of the information that you used information
made available from drilling subsequent to the date of the re-
port and the date of Mr. Forbes testimony?

A Yes, sir.

Q Were any of those Texas Pacific wells?

A Yes, sir.
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Q Are any of those Texas Pacific wells on the cross sec-
tions that you introduced?

A Yes, I believe they are.

Q Did you not also testify, Mr. Bagwell, that originally,
in your opinion, that these reservoirs to-wit: The Yates, Seven
Rivers, and Queens were three separate and distinct reservoirs
with no communication, and when they were layed down by nature
was there communication vertically between those three reser-
voirs? A I dontt think so.

Q@ What reservoir did you say it was, in your opinion, gas
cap gas, 1 have forgotten? ‘ A Which reservoir?

Q Yes, sir.

MR. ADAIR: I object to the question as calling for a
conclusion. You mean what area?

MR. STAHL: Yes.

MR. ADAIR: That is the subject matter of the hearing
whether or not it is a common reservoir.

MR. STAHL: What I mean, Mr. Adair, I believe the wit-
ness--

MR. ADAIR: It was the Jalco area.

MR. STAHL: Did not the witness testify there was gas
cap in the Yates, Seven Rivers?

MR. ADAIR: It was in the Jalco.

In what formation was the gas cap gas?

Yates, Seven Rivers.

That was not gas cap gas when it was originally layed
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down was it? Were they not three separate reservoirs?

A Yes, sir, I believe I already said that I believed they
were.,

Q Did you not define gas cap gas as gas that is in con-
tact with the o0il column? A 1 did.

Q How did this gas in the Yates, Seven Rivers come in
contact with the 0il column if it was not originally in contact?
A I would think through development of the area and

through the well bores, many hundreds of well bores.

Q@ In other words, the motion of vertical movement is
through the well bores, and not through the structures as such?

A Right.

Q As a hypothetical matter, if there is a full 640 acres
anywhere in the Jalco Pool which has not been pierced by a drill
immediately underlying that 640 acres, you would not have gas
cap gas then by your definition?

A I don't believe anybody could answer that question.
Nobody knows.

Q@ Do you have an opinion?

A For what it is worth. You stated that if there had
been no well bores in this 640 acres?

Q@ Yes, sir.

A And the formations were originally separated?

Q Yes, sir,

A That the gas in there now would not be gas cap gas?

Q As you defined it as being in contact with the oil
column,
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A  No way that you could classify gas cap gas unless it
was in contact with the o0il column.
Q@ What do you think it would be if it wasn't gas cap gas?

MR. ADAIR: Mr., Stahl, do you have any specific area
on the Exhibit from which he testified?

MR. STAHL: No, it was a hypothetical question address-
ed to an expert witness.

MR. ADAIR: The point I am asking, the reason I am ask-
ing for the purpose of objecting to the question, unless it is
related in some way or another to the Jalco hearing on consider-
ation here today--

MR. STAHL: (Interrupting) No, sir, I did not nave any
particular 640 acre tract. I understand that you object.

MR. ADAIR: Yes, sir.

MR. STAHL: Upon what ground?

MR. ADAIR: It has no relation to this hearing. It is
not germaine, it is not proper cross examination in that it was
not gone into, the feature of it, on the original examination.

MR. STAHL: He was qualified as an expert. That was a
hypothetical question addressed to an expert.

MR. ADAIR: I believe we qualified him as an expert,
please, in this area.

MR. SPURRIER: I think the counsel is entitled to an
answer if the witness can give it, let him give it.

A All right, sir, in the case that you mentioned under

my definition, it would not be gas cap gas, but this, I don't
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think this condition exists in the area we are talking about.
Q Do you have an opinion as to what type of gas it would
be either under the Rules of the Commission or your own as a
qualified expert geologist?
A It would be simply a dry gas reservoir,
MR. STAHL; That is all.
MR. SPURRIER: Anyone else? Mr, Macey.
By: MR. MACEY:

Q@ In the Jalco Pool it is defined as producing on the
Yates and all but the lower hundred feet of the Seven Rivers anr
the Langmat definition is exactly the same, am I corrsct?

A That is right.

Q If they were two Separate reservoirs, what could cause
two separate reservoirs?

A I would think an area in which you encountered no pro-
duction between the two of them.

Q Would that definitely haw to be the case?

A  Geologically speaking as far as I am concerned, I thin:
it would.

Q Would the area of no production have to be of any part
cular size, width?

A I think it would have to extend the full length of the
area which you are trying to divide, any other case I would cal
it an intra-field not productive area, probably due to a local
condition of permeability or what have you.

Q You say that it would have to extend the full length o:
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the field. How about the width of the field, how wide would it
have to be?

A If it was too wide it wouldn't be any field.

Q But how narrow could it be and still provide a barrier

A I would say one well, one well wide.

Q Well now, that is, how wide is a well bore? I want
you to get this, I want to know, you mean one location wide or
one--

MR. ADAIR: For the purpose of making an objection, Mr
Macey, does your question relate to any area on the map identi-
fied as Exhibit 437

MR. MACEY: You are going to have to say that again.

MR. ADAIR: Does the question that you asked Mr. Bagwe.
relate to any area on the map known as Texas Pacific Exhibit--

MR. MACEY: (Interrupting) No, I don't haVve any area
in mind. I am asking an expert geological question of an ex-
pert witness.

MR. ADAIR: He is qualified to answer that.

A In my opinion that one dry hole, not necessarily the
40 acres or whatever it is on, would be enough to divide them.

Q In going over the top of a reef so-called, I can't re-
member the exact terminology you used, you described it as go-
ing over the top of the reef into the Lagunal area, wouldn't it
be possible for a narrow permeability barrier to exist in there
somewhere?

A It would be possible, but 1 wouldn't say probable,
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Q Do you know of any reason to show that it doesnft
exist?

A We don't have any dry holes in the Jalco and Langmat
or along this line.

Q If you had differential pressures on either side of
the line and differential sulphur content, would it tend to
point out a barrier between them?

A The pressures I don't know anything about., I wouldn't
say it necessarily did on the sulphur content.

Q In order to determine whether a permeability barrier
was there the well bore would have to permeate the pericability
barrier, would it not? A Yes, sir.

MR. MACEY: That is all I have.
MR. SPURRIER: Anyone else? Mr, Dailey?

By: MR, DAILEY: Homer Dailey, Continental 0il Company.

Q@ I would like to ask one question. Did you testify
that the gas cap was not there originally before the drilling
started in the area? In other words, you testified that the
gas is gas cap gas in Yates and Seven Rivers? I believe Mr.
Stahl asked a question about it being gas cap gas initially
which I would take to mean the time that the initial drilling
started in the area.

A No, sir, I believe originally the formations were
separate and the gas in the upper portions of the Yates were
probably not in contact with the oil column.

MR. DAILEY: That is all.
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MR. SPURRIER: Anyone else? If not, the witness may
be excused.
(Witness excused.)
MR. SPURRIER: We will stand in recess until 9:00
ofclock in the motning at the City Hall.
(Whereupon, the hearing was recessed until 9:00 a.m.

January 22, 1954, in City Commission Room of the City Hall,
Santa Fe, New Mexico.)
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Morning Session, January 22, 1954, held at City Hall.

MR. SPURRIER: The meeting will come to order, please.
I might warn you now that 12 ofclock sharp this hearing will be
over for this month, if necessary we will continue it but Mr.
Walker has a previous engagement that he has to meet at 12 o!
clock.

MR. GIRAND: If the Commission please, my name is W.
D. Girand and I am with the Me-Tex Supply Company. We have the
Case on motion for rehearing in Case Number 584, which admitted-
ly follows the present case. At this time we would like to move
for a continuance of this Case until the February or March hear-
ing which ever meets the convenience of the Commission. It is
apparent that we would not be able to complete our Case within
the time alloted by the Commission today.

MR. SPURRIER: Is there objections to counsel's motions

MR. SMITH: If it please the Commission--

MR. SPURRIER: Just a minute, Mr., Smith, let us con-
tinue the Case 58, to the February hearing. Now, Mr. Smith.

MR. SMITH: Are we ready to proceed with the Case?

MR. SPURRIER: Case 582.

MR. SMITH: I would like to recall Mr. Bagwell.

(Mr. Bagwell recalled as a witness.)

By: MR. SMITH:

Q Mr. Bagwell, during the course of your testimony yes: -
day, I left the hearing after your testimony rather with a some

what clouded mind as to the exact status of these reservoirs.,
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I believe that your testimony intimated or stated that you
thought the three different zones were all separated in their
initial stage, am I correct? A That is correct.

Q And that the migration of gas has been caused by well
bores all together, is that correct?

A Yes, I think most of it has.

Q Do you have an opinion or not as to whether or not
there has been gas capped gas in each of these reservoirs?

A  You mean originally, Mr., Smith?

Q@ Originally.

A Generally, I would say no, but there are possibly some
locale exceptions.

Q Isn't it a fact that there are gas wells completed as
such in the Queens formation? A Yes, sir.

Q 1Isn't the Queens the lower formation?

A Beneath the Seven Rivers,

Q The Yates is on top of the Seven Rivers. How much
interval is there between the Yates and the Seven Rivers?

A The yates is approximately 250 to 300 feet thick.

Q 250 to 300 feet thick, you say?

A Yes, sir.

Q@ Is it directly on top of the Seven Rivers or is ther:
an impenetrable mass lying between the base of the Yates and '
top of the Seven Rivers?

A The Yates lies directly on the Seven Rivers.

Q@ Well, is there communication between the two?
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A I think through, probably through well bores and de-
velopment that there is.

Q That is what confused me, Mr. Bagwell, it occurrs to
me that if a producing zone lies directly on top of another
producing zone and without anything between them that there
must be communication wouldn;t that normally follow?

A There are probably, within the Yates and Seven Rivers
certain dense layers which would probably separate them,

Q Is that continuous condition that would lie throughout
the entire field?

A  Yes, sir, I would think so.

Q Then, if I follow your statement here, there are dense
sections, tight sections as the saying goes at the top of the
Seven Rivers or at the base of the Yates?

A I don't know whether there is one directly at that con-
tact or not, Mr. Smith.

Q I beg your pardon.

A I do not know whether there is one directly at the con-
tact between the Yates and Seven Rivers.

Q I don't follow you. You mean the dense section?

A This dense section that you are talking about, I dont:
know whether it is right at the contact between the Yates and
Seven Rivers or not.

Q You having stated there is a dense section there, dce:
it have any porosity? A A dense sectior"

Q The dense parts, do they have any porosity?
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A I would say they had relatively smaller amounts in less
dense sections.

Q Do they have any permeability?

A I would say they had less than relatively --

Q (Interrupting) But there is certain porosity and per-
meability existing in even the dense sections, isn't that right:

A Probably very small amounts, yes, sir.

Q@ Isn't it a fact that gas will filter through almost
insignificant porosities as distinguished from oil which re-
quires a much higher porosity in order to get the movement throu
the sands?

MR. ADAIR: I would, s to properly answer that ques-
tion, Mr. Smith, I think you ought to relate it to time.

MR. SMITH: I don't think, Mr. Adair, time is a factor.
Let the witness answer the question. He knows the answer.

A I think what you said is true.

Q That leaves us then with this situation, you say it
is dense enough that there couldn't be communication and yet
you turn right around now and say there is a possibility. I
presume I am drawing that inference from your testimony that
there could have been filtering of this gas through the o
speckastrata . as distinguished from going up the well bore alio.

A Yes, sir, I thiﬁk in those dense sections that we are
talking about the gas probably could filter through them but
relatively.

Q That being the case then, so far as gas is concerned
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there would be communication# between the Seven Rivers and the
Yates?

A I would think it would be in lesser amounts than with-
in the Yates or the Seven Rivers,

Q In other words, we are talking now ift terms of relative
1y there would be communication but you dontt think it amounts
to a great deal, is that it?

A That is about it.

Q All right, now. Since we are talking in terms of
relatively and we are talking about the fact this is less, what
do you consider to be greater? We have to have both ends of
our formula together here, you see?

A I would think it would be greater within zones that
have more porosity and permeability and are not separated by
any dense sections.

Q Have you examined corings from these various wells that

Texas Pacific Coal and Oil Company has drilled?

A No cores,
Q No corings? A No.
Q You have seen samples, though? A Yes.

Q You have a personal knowledge then of the magnitude
of the porosity and permeability as it goes up and down the
respective bores, is that right? A Yes, sir.

Q Let's move on, we are going kind of slow here. Let?:
move down from the Yates and the Seven Rivers on down into the

Queens. The Queens is the zone from which you get most of the
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oil, isnt't that right?

A I would say from the Seven Rivers and Queen.

Q@ As I understand it, the bottom one hundred feet of the
Seven Rivers is considered to be in the o0il pool and the entire
Queens is considered to be in the oil pool, is that right?

MR. ADAIR: Just a minute. There is no testimony
with respect to that in the record.

MR.SMITH: We are having some now.

MR. ADAIR: Are you asking that question?

MR. SMITH: Yes, I am.

A Would you restate this, please?

Q Let me ask you this., So far as the oil production is
concerned, the bottom one hundred feet of the Seven Rivers is
considered to be in the oil pool and the Queens, all of the
Queens in those portions where there have been completions of
oil wells as such?

A I understood that it was the entire Seven Rivers énd
the Queens in the oil designations.

Q@ In the o0il designations, the entire Seven Rivers.
Well, what is your opinion as a geologist as to how much gas
represented on the volumetric basis on a percentage wise basis
also is there in the Seven Rivers with respect to the amount
of oil that would be in the Seven Rivers?

A I think in most areas, it would be a very high ratin»

Q Fairly high ratio? A Gas - oil.

Q You say high ratio, you mean gas to o0il?
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A Yes, sir,

,Q In the Queens, I presume there would be relatively
low ratio in most of the area?

A In most of the area.

Q@ The question I am leading up to is, then there is
communication between the Seven Rivers and the Queens, vertical
communication?

A Possibly in some places but I wouldn't say some over
all.

Q In .gomie of therdzess there would be communication?

A Yes.,

Q@ That condition is quite often found in most oil re-
servoirs where you have stringer production and they are still
recorded to be one continuous reservoir?

A If you had stringer production, I assume by stringers,
there would be no communication between stringers.

Q Certain separate zones but from a geological stand-
point you still consider it to be one reservoir? What I am
getting to with dense zones here and there you sometimes have
impeding of the flow of the oil but it is possible for the oi’
to percolate around and gradually get up and perhaps possibly
be produced? A Yes, sir.

Q Then, is it your opinion in view of the testimony t»:=:
you have given this morning that all three zones can be con-
sidered to be one reservoir?

MR. ADAIR: By three zones, you mean the Yates, Seven

-103-



Rivers and Queens.
MR. SMITH: I am talking about all three, the Yates,
Séven Rivers and Queens,
A At the present time in most places, I think that is,
you could say that.
Q All right, Mr. Bagwell,
MR. SMITH: Do you have thds ogerdag map showing the
36 mile strip?
MR.ADAIR: Yes, sir,
Q Now, Mr. Bagwell, in order to refresh my recollection
a little bit since I am a little hazy, the area in g¥eeny . re-
presents what? |
A I believe that is the Eunice Monument Pool.
Q That is the Eunice Monument Pool?
A Yes, sir.
Q@ Does it have production from all three of the zones
we have been discussing this morning?
A I believe the designations on that is Seven Rivers,
Queens, Grayburg and San Andres.
Q Well, there is no communications between the Grayburg
and San Andres and the Queens though, is there?
A Mr. Smith, I am not too familiar with that pool.
Q That is quite all right. Which area is the Jalco Perl
is that the one in blue here?
A I believe that is the Cooper Jal.

Q It is the Cooper Jal Pool. Where does the Jalco gas
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Pool lie on this map? A We have that-~

Q That is on another map here?

MR. ADAIR: Do you want to put that up on top of it,
you can see it that way.
MR, SMITH: All right.
Q@ Which area -~ which Exhibit is this?
MR. ADAIR: 34.

Q@ On Exhibit 34, which area now represents the Jalco
Pool or field?

A That is the area that is colored in pink or lavender
whichever it is,

Q That roughly corresponds as this overlay portrays
with the boundaries of the Cooper-Jal Pool which is an oil fielc
or oil pool, is that right?

A Roughly, yes, sir, it overlays it.

Q Isn't it a fact that the oil wells in this area which
is roughly 36 miles long are located on the east and west sides
respectively and not in the middle?

A Will you repeat that, please?

Q@ Isn't the oil production encountered on the west side
of this entire area that has been under consideration and whic!
is colored on this Exhibit 347

A Most of it, yes. There are local exeeptions.

Q Isntt there also oil production on the east side of
the same colored area on Exhibit 347

A Do you mean east of the yellow shaded area?
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Q Well, yes, it is not clear over here but isn't the
oil production running clear down thropgh here which is roughly
down through the middle of the yellow?

A  There is oil production in there.

Q That is right. All right, now, Mr, Bagwell, if it is
a physical fact that this actually all of these zones in this
entire area have communications and it could be considered to
be one field, if the gas reserves as contrasted with the oil -
reserves are on a much higher or er of magnitude, wouldn't it
be better to call this a gas field with an oil rim than to call
it an oil field with a gas cap?

A Mr. Smith, you have stumped me, your phrases there.

Q Oh, my phrases? A Yes, sir.

Q@ Well, I gave you a hypothetical question. Let's get
back to the one here. 1In your opinion, as a geologist and
assuming from your testimony which is indicated that there is
communication throughout the entire area that this is one con-
tinuous productive area, isn't the percentage of gas as con-
trasted with the percentage of oil in that area of sufficient
order of magnitude that would cause this to be classified as =
gas field with an oil rim rather than an oil field with a gas
cap?

A Mr. Smith, I think that since we do have a relativel-—
large gas column as compared with our oil column, I would be
more inclined to call it an oil field with a gas cap.

Q@ Well, in order to explore that statement of yours a
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little bit it would be necessary for me to know a little bit
more about your ideas as to the order of magnitudes of the gas
and the oil. Do you have an opinion with respect to that ﬁat-
tef?

A I think originally there was approximately eight hun-
dred feet of gas column and probably around one hundred fifty
feet of oil column which had been distinguished by development
in the well bore. |

Q You are talking now,of course, in general terms. 1Is
that an average throughout the entire field or does that take
into consideration the fact that in the center part of the
colored area you wouldntt have any oil prdéuction, you have the
gas production from the Queens?

A Would you restate that please?/

Q Considering the fact that you have gas production from
the Queens down the middle of this colored area still where you
wouldnft have any oil column at all did you take that into con-
sideration in arriving at your one hundred fifty feet of oil
column as cohtrasted with eight hundred feet of gas column?

MR, ADAIR: I have forgotten the question now.
MR. SMITH: I don't think the witness has.
MR, ADAIR: Would you read the question back?
(Question read)
A Yes, sir, I think I took that into consideration.
Q In other words, it is your testimony that the resp::-

tive percentage of volumetric displacement in this combined
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reservoir is on the order of one hundred fifty to eight hundred?
A Yes, sir, in the leagth of the respective columns.
MR. SMITH: I have no further questions.
MR. SPURRIER: Anyone else? Mr. Rhodes.
By: MR. RHODES:

Q@ I would like to ask one question, have you noticed
any tendency in any of the producing formations here, shall we
say thin down as they go over what you call your reef reflectio:
that is, is there any thimipgout at the apex on this formation
or on this so-called structure?

A Yes, sir, I believe in some cases there is slight
thinning.

Q A slight ghimsing? A Yes, sir.

MR. RHODES: That is all.
By: MR. MACEY:

Q Mr. Bagwell, are you familiar with Bulletin 18 of the
State Bureau of Mines and Mineral Resources, have you ever
examined that book?

A Not entirely. Certain portions of it.

Q Have you read the portion in the book pertaining to
the South Eunice Pool?

A South Eunice? Yes, sir, I believe I have.

Q I believe you testified that originally in this aree
around your Texas Pacific Coal and 0il Company wells and the
Jalco Pool area also in general that there was not a gas cap

in the pool, that it was an o0il pool. I am referring to three
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questions which were asked you yesterday afternoon, two by Mr.
Stahl and one by Mr. Dailey of Continental 0il Company which
I believe is in the record.

A Would you restate it for me?

Q My question was this, I was under the opinion that
yesterday you stated that the area around your leases in the
South Eunice Pool originally was an oil pool. It was an oil
reservoir and that by drilling through it and by communication
of well bores in the area the gas migrated up structure so to
speak?

A As best I remember I think I said that originally I
believed that the formations were separated, and that through
development and by connections with well bores that they are
now interconnected. _

Q What did the formations contain originally before they
were ever tapped by any well?

A I think it was probably gas in the Yates and at leas®
up Seven Rivers. |

Q@ In other words, it is your opinion that the pool ori.-.
ginally was gas in all of the Yates and in the upper Seven R:.-
vers, By upper Sevea Rivers how much of the total Seven Riv:ii:

A That I am just afraid I can't answer.

Q Have you examined any cores on any of the wells driille
on your leases? A No, sir.

Q Have you examined the completion records of any of the

- wells drilled on your leases? A Yes, sir.
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Q Have you examined the completion records of the first
well that your company drilled in Sections 6, 22, 36, mainly
your State A, Account One, Number one?

A Not the entire completion record. I was mainly con-
cerned with the upper portion of the Yates and Seven Rivers.

Q Where is that well located structurally on the trend
that runs roughly north and south through the area?

A May I use this map to indicate?

Q Yes, sir,

MR. MACE¥: .. We ask that the witness speak a little
louder, please. I am sorry I would like to correct the locé-
tion. The well is located in 21. I am referring to the Texas
Pacific Coal and Oil Company Number One well located in the
south west quarter of 21, 23, 36,

A No, sir, that well is in Section 22.

Q Where is that well located roughly on the structure?

A On the structure? As shown by the Yates contour that
well is on the eastward flanit of what we have been referring ¢
as the reef reflection that is the lower eastern flangy.

Q How far off the apex of that structure and how fa~
below that structure is that well located from the standpoint
of your contour map?

A It is approximately one half mile east of the apex
of the reef reflection and you asked me how much lower struc-
turally?

Q Structurally, it is?
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A I will have to count that. Approximately one hundred
twenty-five feet lower.

Q What was the total depth of that well and what for-
mation is it completed in?

A Total dépth was five thousand and ninety-five feet,
and it was plugged back to 3620. I believe that would be the
Yates and Seven Rivers.

Q Was it completed wholly within, was it completed with-
in the bottom one hundred feet of the Seven Rivers or withirn
the top one hundred feet? I am not trying to pin you down to
the foot, I want to know approximately.

A May I refer to our cross section we put on as an Ex-
hibit yesterday?

Q Yes.

A According to our cross section the well was plugged
back approximately sevenby feet above the top of the Queens, the
Queen being as I remember pretty hard to define in that area.

Q What was the initial potential of that well and when
was it completed?

A Completed for seven million cubic feet and the date
I do not remember,

Q Wasn't it one of the earliest wells that you drillzd
in the area since it is your Number One well?

A Yes, sir.

Q It was probably the first well wasn®t it or you pro-

bably wouldn't have numbered it Number One?
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A 1I..euppose so, I wasn't around at that time.

Q If that well was completed within seventy feet of the
base of the Seven Rivers for seven million cubic feet of gas,
doesn't it stand to reason that at the time that well was com-
pleted that there was a solid ‘gas column from within seventy
feet of the contact between the Seven Rivers and the top »f
the Yates?

A Let me, on that completion data say a few more words.’
Our casing, seven inch casing was set down at 4234 which would
be below the Queen. Then, we plugged back to, I will have to
correct that, plug back to 3668 so, our portion of Seven River
which is one hundred feet above the Queen, in fact one huncred
approximately one hundred sixty feet above the Queen is not
open, it is shut off by casing and the casing shelved with
nitro glycerin, it was shot with nitro. The lower most shot
being 3560.

Q Let me get this straight. You shot the casing with
nitro glycerin? A Yes, sir.

Q Aren't you referring to the fact that the well wan
originally drilled to a total depth and then re-completed &rd
plugged back and the pipe run and that the hole was originally
shot in open hole sections and completed as a seventeep millin.
foot gas well before it was completed and the pipe set in ther

and the hole re-completed? You certainly wouldntt shut mitrc--
glycerin off in the pipe. You might do it to plug the well

but you certainly wouldn't do it to complete the well?
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A  Mr, Macey, I am not too familiar with the completion

work on that well.
MR.MACEY:*r veiw of that, I would like the Commission to take
notice of its records on that particular well and to note the
total depth of the well at the time it was originally conplzacor
and to alsc note the fact that the well was completed as &
seventeen million foot gas well, considerably below the crest
of the apex of the structure and that there was a solid gas
column above the total depth of that well or the plug back
depth of the well at the time it was re-completed. That .«
all.

MR. SPURRIER: Anyone else?

MR. SMITH: I have one or two other questions.

By: MR. SMITH:

Q Isn't it a fact that on the west side of the Jalco
Pool there is a very active water drive?

A Yes, sir, I think there is.

Q Isn't the effect of that active water drive to move
the oil up structure as the gas is withdrawn?

A Yes, sir.

Q@ There is a possibility since there are some wells
completed in that area that in that zone that are both gas wel.
and oil wells, there is a possibility that some of the gas
wells may eventually become oil wells?

A That is correct.

Q@ And this migration could move across lease lines =
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assume. There is no impenetrable barrier with respect to that
matter?
A Ne, sir, I dontt think so.
MR. SMITH: That is all.
MR. SPURRIER: Any one else? Mr. Rhodes.
By: MR. RHODES:

Q What would you say is a major source of reservoi:r
energy in this reservoir?

MR. ADAIR: I object to that if the Commission please
That is not proper c¢ross examination. The question is no3
within the scope of the direct examination.

Q Let me ask another one then. Would you say the rc-
servoir was dipping more steeply on the west flank. than on
the east of the structure?

A Are you referring now to the reef reflection or the
entire area?

Q Let's take the structure as a whole, both to the
west of the reef reflection and over in your Lagunal area.
Would you say that your structure is dipping more steeply t-
the west of the apex than to the east?

A Yes, sir.

MR. RHODES: That is all.

MR. SPURRIER: Any one else?

MR. FOSTER: May I be permitted to ask the witness
some questions?

MR. SPURRIER: Yes, sir.
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By: MR. FOSTER:

Q Mr. Bagwell, you are familiar with the State-wide
Rule 106, are you not?

A Not by number.

Q Well, the Rule provides that when you drill an oil
well or gas well through separate producing formations that is
not interconnected that you should seal those formations cff
in order to prevent communications between separate zones. Dic
the Texas Pacific Company observe that Rule in completing its
well?

MR, ADAIR: If the Commission please, in order to be
a little more specific. Please ask the witness what well you
are referring to and the date it was drilled and give the Com-
mission the date of the Rules as you refer to them,

MR. FOSTER: I dontt know of any Rule that was pasced
I don't know when you drilled your well but I know you drillec
some wells. The witness has testified that these formations
are all separate., The Rules require for you to seal off thesz
separate formations when you drill through them so as to pre-
vent intercommunication.

MR. ADAIR: I object to the question. It is not with
in the scope of the call of this hearing.

MR. SPURRIER: We think it is, Mr. Adair. The witnes:
will answer the question. Refer to your well files, if you
wish. You are talking about the Jalco Pool, aren't you?

MR. FOSTER: Yes, I am talking about the area that is
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under consideration here?
A Yes, I think we have shown on our cross section that
our pipe was set above some of these producing formations.

MR. FOSTER: That is all.

MR. SPURRIER: Any one else? If no further questionc
the witness may be excused.

(Witness excused.)

MR. SPURRIER: Do you have another witness, Mr. Adair

MR. ADAIR: I have some more evidence, if the Cormis-
sion please. At this time, I would like to offer in evidenrce
the testimony and the Exhibits which were offered by Mr. Stan-
ley at the hearing the day before yesterday. We offer as Ex-
hibit 54, a copy of the transcript of testimony of Mr. Stanley
That is the testimony if the Commission please, where Mr. Stan-
ley showed that the take-off residue gas in Texas was directly
effecting the take-off gas well gas in New Mexico. We offer
as Exhibit 55.

MR. STAHL: If the Commission please. Excuse me,
Gene. Would it be possible to have the reporter read Mr., Ste:
ley's testimony at this time? Some of us were not at the nomi
nations hearing.

MR, SPURRIER: It is not available, Mr, Stahl,

MR. ADAIR: We offer as Exhibit 55, the circle per-
centage platt prepared and introduced by Mr. Stanley and we
offer as our Exhibit 56 the graph prepared and introduced by
Mr. Stanley.
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MR. RUSSELL: 1If the Commission please, we would like
to tender into evidence at this time our Exhibits Numbers One
through 56 including the subject numbers thereto.

MR. SPURRIER: 1Is there objection to anyone of thzse
Exhibits?

MR. KELLAHIN: I assume that my running objections
as regards the Langmat Pool will be entered into the recoxd as
regards the introduction of these Exhibits in behalf of Same-
dan 0il Corporation?

MR. SMITH: Since Mr. Stanle&'s testimony is now a
part of the record and I inquired yesterday as to whether or
not he would be available for further questioning, I would lik
to know at this time, Mr. Adair, if Mr. Stanley could answer
one or two guestions, would it interfere with your order of
proof?

MR. ADAIR: I would like to complete my case. You
can put it on in rebuttal if you wish, if that is satisfactory
with the Commission.

MR. SMITH: I prefer to consider my interrogation as
cross examination rather than rebuttal. It is a highly techni
cal point.

MR. ADAIR: 1If the Commission please, this completer
the presentation of evidence by the applicant at this time sub
ject, of coursejfothe right to offer rebuttal testimony and to
make a final legal argument at the conclusion of the entire

hearing. I am sure that the question has arisen in the minds
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of some of the members of the Commission as to why we are here.
Why we asked for a rehearing, since the evidence in this Case
shows that for January at least, the allowables set by the
Commission are higher than the minimum take provisions of our
El Paso contract which is in evidence, That is the questicn
that I am sure is in your minds as certainly legitimate ques-
tion and I should like to try to answer it at this time. In
other words, how are we hurt?

If the Commission please, the Statutes of the State
of New Mexico require that in any application for rehearing,
from an order of the Commission,must be filed within twenty
days after the date of that order. As the evidence shows we
have a contract covering our gas in this area which goes for
some sixteen years yet. It is impossible, of course, to de-
termine in twenty days the effect within which we must file
our motion for rehearing. The effect of the Commission's or-
der on our contract during the twenty year period or during
the sixteen year period.

If we wait to determine the extent to which we may
suffer property damage to our property rights and - Lgorre-
lative rights and our contract rights, it would then be too
late to appeal to the Commission or from the Commission on the
order entered. That situation, I think, was highlighted at
the hearing Wednesday, when upon application by one of the
operators for an unorthodox unit, he was met by the objection

that his request for an unorthodox unit came as a collateral
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attack upon the Commissiont's order establishing orthodox units.

Right off the reel, of course, we are hurt by the
loss as the evidence shows by the loss of three units of allow
able. That by reason of the Commissionts adoption of the
orthodox unit that ip has adopted. To restore that reducticn
or to restore the production thét we have lost and to restore
us to the status that existed prior to January 1, 1954 when
proration took effect would require the drilling of three
additional wells at a cost of some hundred and twenty thousand
dollars.

In our opinion the drilling .of those wells would be
unnecessary, they would be unnecessary wells in that the acrea.
that we had attributed to our present wells and which we have
lost would be reasonably drained by the wells or by our pres-
ent wells. That, in itself, we think is sufficiant injury to
us to Jjustify us coming before the Commission. Of course, you
may say that the Commission can grant exceptions and restore
that to us but before the Commission could grant us exceptiorns
our time for appeal would have passed.

The main thing, however, that worries us are the
possible abrogations of our minimum take provisions of our
contract somewhere during the sixteen year period based upon
nominations by the purchaser. That is his nominations or the
allowable being set at a figure lower than our minimum take
provision. Mr. Stanley'!'s testimony showed the effect of takes

in other States upon takes of New Mexico gas well gas. That
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did not come as any surprise to us, because as the Commissionts
records will show El1 Paso's takes of our gas in 1953 as com=-
pared with 1952 from wells in this area were some thirty per-
cent less and had that same percentage carried on over into
this year, we would have already been below the minimum take
provisions of our contract.

Still an equally jimportant provision of our contact,
bear in mind that the testimony shows that these contracts are
common to some one hundred and three wells in the Jalco field
alone, - is the obligation of the purchaser to take or pay
for low pressure gas. That is gas above one hundred pounds
pressure but below the pressure of El Pasots pipeline. Un-
less the producers can go to the market with their low pressur
gas, those wells will be shut in.

We fear that those provisions of our contract which
are also take or pay for provisions maybe in time or could be
abrogated by the Commissionts orders and gas prorations.

Finally, as the evidence shows we have quite a number
of o0il wells in the area. The Commission's records will show
that we have some four hundred barrels per day production.
Some of those wells as the records will show are producing oil
from formations up in the gas pool vertical interval. Some
of our wells are producing gas below the gas pool interval.
Some of our wells and it was proper under the Rules of desig-
nation are open, both above andbelow the gas pool interval

designations.
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We don't know how the Commission in time will classi-
fy or reclassify those wells. We do know that if we wait to
see our time to appéel here would have passed. I hope that I
have partially at least answered some of the questions that I
am sure are in the minds of the Commission. We are suffering
immediate damage and the loss of gas units. We feel that Jan-
uary is not a proper month being a winter month and historical’
a high take month on all gas transportation facilities, that
January allowable alone or February allowable alone is not the
proper criterion upon which to determine what is going to be
done in the future.

In that connection, I might point out to the Commis-
sion that setting an allowable that is a permissive thing.
They are not required to take that allowable. What they actua.
take is going to determine whether we are hurt or not and
whether the State of New Mexico is hurt or not. That is all
I have, thank you.

MR. SMITH: You have no more evidence, Mr. Adair, not
at this time?

MR. ADAIR: Not at this time.

MR. SMITH: Mr. Stanley, could you comé around now?

MR. SPURRIER: We will take a short recess, Mr, Smith

(Recess)

MR. SPURRIER: Before you start, Mr. Smith, Mr. Rus-
sell reminds me that I did not accept the Exhibits and he want

to make a comment about them.
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MR. RUSSELL: 1If the Commission please, in addition
to the Exhibits which we have offered, we have offered all of
the transcripts at the pertinent hearings. I believe two of
those transcripts refer to Exhibits which were before the
Commission at those hearings and would like to request that
those Exhibits be made a part of the transcript under that
number so there will be a complete record in the matter.

MR, SPURRIER: Without objections they will be ad-
mitted.

MR. KELLAHIN: I would like my original objection and
I would like to have it noted the Exhibits insofar as they re-
late to the Langmat Pool go beyond the scope of the hearing
that Samedan is without notice and hearing for opportunity to
be heard in this case.

MR. RUSSELL: If the Commission please, I would like
to repeat that boundary line is as mueh Jalco as it is Lang-
mats. Any Exhibit that shows the boundary line, if it include
Langmat as well as Jalco would necessarily be pertinent to our
Case.

MR. SPURRIER: We will duly note the objections and
the Exhibits will be admitted. Now, Mr. Smith.

MR. ADAIR: One moment, please, if it please the.
Commission, I want to correct a statement that I dont't know
whether I stated it incorrectly or not a minute ago. I stated
that E1 Paso's takes of Texas Pacific's gas in 1953 from gas

wells in this area were some thirty percent less than in 1952.
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If T did not make it 'clear, I meant that their average takes
per one hundred sixty acre units were that much less. The to-
tal gas takes were close to the same. We had more wells on
the line in 1953 than we had in 1952.

MR. SPURRIER: Mr. Smith.

(Mr. Stanley recalled as a witness.)
By: MR. SMITH:

Q@ Mr. Stanley, you are employed by the Commission here,
I believe? A Yes, sir.

Q@ As an engineer. You know of course after being pre-
sent that the testimony offered at the hearing on Wednesday
with respect to gas allowables has now been adopted and made
a part of this record? A Yes.

Q I believe you have been present during the testimony
that has been given by Mr. Bagwell too, have you not?

A Yes, sir.

Q@ So, you are familiar with what he had to say?

A Yes, sir.

Q Mr. Bagwell gave an estimate as to the order of magni-
tude of the gas with respect to the oil which I believe was
one hundred fifty to eight hundred or roughly fifteen percent?

A Yes, sir.

Q What is your opinion with respect to that matter?

MR, RUSSELL: If the Commission please, I would like
to object to that question, that it is beyond the scope of

the direct examination of Mr. Stanley and Mr. Smith has made
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the point that he wishes this to be cross examination. There
was no reference to that.

MR. SMITH: May it please the Commission the highly
technical point that he is urging might be proper in a Court
but in Commission hearings, I think that the Commission could
very well let the point ride.

He is not objecting to the question
being answered. He is objecting to whether he is my witness
or his witness. Is that your point, Mr. Russell?

MR. RUSSELL: I object to the question first. It is
outside the scape of direct examination,

MR. SMITH: Unfortunately we dont't have the testimony
here so we cantt determine that matter right now.

MR. SPURRIER: The Commission would like to hear Mr.
Stanley's answer.

Q Well, I will ask the question of you--

MR, RUSSELL: I object to it as a question on cross
examination and request that he maké him his witness for re-
buttal purposes.

MR. SMITH: Which comes back to the point I made a-
while ago. I don't think it is of any great consequence as
far as the Commission is concerned.

Q Will you answer the question?

A Can I elaborate a little, Mr. Smith. I think that
primarily the Yates and Seven Rivers formation is a gas for-
mation with the exception of local geology as we have previous-

ly testified before this Commission and a good example is the



Falby-Yates Pool. We do have an occasional oil trap within
the Yates and Seven Rivers formations. However, as a whole,
I would classify the two formations principally as a gas pool.

Q With respect to the Queens and the fact that Mr. Bag-
well has testified that there is communication in all three,
would you lump all three together and classify them as a gas
field?

A I think there is communication between the Yates,
Seven Rivers and Queens, therefore in that statement I have
classified all three pools. In order to better understand the
problem, I think that if we would go back to the history of
the drilling in this field, back in 1928, I think when the
field was first discovered, the operators themselves drilled
for o0il and not for gas and that has been true, the oil has
been voided, there is communication between all three zones
and since a greater space has been voided, I think by the oil
that is produced, we are primarily going to end up as a gas
reservoir in all three formations.

Q With respect to the matters which have been injected
in this pool which indicate a rather tangled situation from
an engineering standpoint and from a legal standpoint so far
as contracts are concerned, would it be a recommendation to
the Commission to make further inquiry and studies into the
best manner in which this problem should be handled?

A I recommend that that study be made for classificatic

MR. SMITH: That is all.
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By: MR. MACEY:

.Q In connection with your testimony which you made
yesterday morning, you prepared an Exhibit more or less of a
pie~-shaped Exhibit showing the percentages of gas taken by the
El Paso Natural Gas Company by residue gas, dry gas in Texas,
residue gas and dry gas in New Mexico, is that correct?

A That is right.

Q I would like you to briefly go over this again be-
cause Governor Mechem was not aé the hearing on Wednesday.
Give him the.percentage of total Texas residue that was taken
by E1 Paso during 19537

A Mr, Macey, in conjunction with that graph,—could I
have the other graph?

Q Yes, sir.,

A I would like to put it up here on the board, please.

Q First of all, I would like you to with reference to
this Exhibit, the round Exhibit in relationship to the graph
I would like you to explaiﬁ to the Commission what this per-
centage represents? A All right.

Q@ I am referring to the total Texas residue percentage.

MR. SPURRIER: Has that Exhibit got a number?

A Yes, sir, it has.

MR. ADAIR: In this particular case, the circle Ex-
hibit is Number 55.
A Well now, first of all during this discussion we were

primarily concerned with E1 Paso Natural Gas Company's operati:
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in the Jal area. In that Jal area and the figures furnished
to me, E1 Paso Natural gas for the year 1953 had taken some
four hundred and seventy four million nine hundred sixty two
million feet of gas. This area had served southeastern New
Mexico principally Lea County and they also transmitted gas
across the line from Texas into their Jal plants and, of
course, treated that gas <+~ compressed it and prepared it
for the western markets. I attempted in this respect to draw
this pie-shaped affair as Mr. Macey called it, to show you the
relative percentage of the various sources of gas that E1 Paso
takes., The total Texas residue gas which is the white area

is 54.6 percent. The Lea County residue is 21.4 percent. The
Lea County dry gas is 14.8 percent. Texas dry gas is insigni-
ficant in the fact that it is only l.4 percent and the Dumas
dry gas is 7.8 percent. Now, then I have tried to relate thic
percentage into a graph form by months for the year of 1953
showing how this gas is taken by months.

I tried to bring up the point that the total residue
gas from Texas is dependent upon the oil producing daiss of
Texas and "whenever the 0il producing days are many, the
residue gas in Texas will rise and we are at the mercy of the
oil producing dagsg in the State of Texas and E1 Paso Natural
Gas Company having to have a flexibility of operaeions is ver:
fortunate that they do have and are tied into huge dry gas
reserves in Lea County because as the residue gas take is .

large, our dry gas production of course is low.
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They use this dry gas source of production in the
State of New Mexico as a cushion for their operations and the
flexibility that is required. You can see that our dry gas
curte here in New Mexico fluctuates seasonally in one sense.
It also fluctuates by the residue gas take in the State of
Texas. Now, during last Janaury and February, I brought out
the point that they were running approximately eight million
cubic feet of gas during that period, the curbedecreased some
in the summer months which was also due to demand and due to
the residue gas take in Texas and now has a tendency to in-
crease starting with October through November, December. I
am sure that it will be high during this month of January.

Q Mr. Stanley, in connection with what Mr. Adair said
in his closing statement he referred to a minimum purchase
contract, minmimum take requirements of their contract with E1l
Paso. Now, as the residue gas volume goes up our dry gas goer
down, is that correct? ‘ A That is correc’

Q Now, you also noted the residue gas trend in New
Mexico looks fairly even?

A Yes, sir, it is a fairly stable curweand also broughi
up the fact, the fact that I brought up to ask the Commission
to adopt a non-flare order, the Phillips gas plant in the
City Limits of Hobbs, I think it should be distinguished,it
is wasteful. We are now enjoining a great network of pipe~
lines system being introduced into the State, I think that th-

non-flare order should be adopted by the Commission.
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Q If the Commission were to adopt into its allocation:
formula a minimum allowable on a well. That is if the mini-
mum allowable as set by these contracts as Mr. Adair testi=-
fied or stated, I should say, they were approximately 85 per-
cent of the wells in the pool operated under that contract
if the Commission were to establish a minimum formula of ap-
proximately five hundred fifty thousand which I believe is
what the contract says. It is a take or pay proposition. If
we absolutely require E1l Paso Natural to take that gas and
their demands reach the stage where they could not take that
gas, wouldnt't they have to flare some residue gas and take
the dry gas?

A I see no other alternative.

'Q Wouldn't that be waste?

A It would be waste.

Q Therefore, is it your opinion, that a minimum take
requirement even though it be in effect right at the present
time in contracts is not part of a prorationing system of gas
in New Mexico?

A Under the present Rules and Regulations, I would say
Mr. Macey, unless they were changed. Under the present sys-
tem,

Q Do you know of any way you could put in a minimum
allowable and be absolutely sure there wouldn't be any waste
involved?

A I don't know. I don't know.
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MR. MACEY: That is all the questions I have with

reference to these two Exhibits.
A I might say off the record on this Phillips gas line

plant.

(Off the record.)

MR. SPURRIER: Does anyone else have a question of
Mr. Stanley? Mr. Kellg..
By: MR. KELI¥?Y,

Q Mr. Stanley, in answering Mr. Macey's question in
which he said that if the minimum take provision of five hun-
dred fifty thousand a day was placed into anerder and El Paso
found that they would have to either one, reduce their dry
gas take below the minimum take provision or ' two. flare
casinghead gas, you answered that if they went to flare casing
head gas that would constitute waste, did you not?

A Yes, sir.

Q@ In your opinion, if El Paso cut their dry gas take tc
below the five hundred fifty thousand per day, letts say down
to fifty thousand feet per day which would return to the
operator a very small sum of money? A Yes, sir.

Q@  And would not allow the operator to pay our his in-
vestment in the dry gas well, would you not think that would
constitute economical waste as far as dry gas wells are con-
cerned?

A I think so. I always have believed that an operator
should get his fair return of money on any investment that he
makes.
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Q Therefore the Commission should take into consideratior
economical waste in allocating dry gas?
A Yes, sir, I think that is true.
MR. KELLY: Thank you.
By: MR. MACEY:

Q In connection with what Mr. Kelly has just said. You
have made a study of El Paso's take during the past year of the
Permian Basin, have you not?

4 No, in this particular area. I am not familiar with
all their operations but I am familiar somewhat with their
operations in the Jal area.

Q Are you familiar with the producing .figures of gas
wells in the Jalco Pool, for example?

A  Somewhat, yes, sir.

Q Do you know of any instances where their average take
on a good gas well, I am talking about an average gas well in
the pool, is capable of meeting the maximum requirements of
take, do you know of any instances where the production went
down to fifty thousand cubic feet per day on the average?

A No, sir, I believe that El1 Paso has always taken
considerably more gas than that.

Q Do you know of any reason why they should cut down to
that extreme fifty thousand?

A No, sir, of course, what could actually happen would
be that there would be a large demand for oil, that if the Stat
of Texas adopted say thirty day producing at any timeyt1 woudd

o
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perhaps during the summer months some of the gas wells may be
shut in under those extreme conditions.
Q In the winter months they come back on, would they not’
A Yes, sir.

MR. KELLY: In that connection, if it please the Com-
mission, I did not say that the El1 Paso ever got down to fifty
thousand.,

MR. MACEY: I didn't say they did.

MR. KELLY: They could get down to fifty thousand as
shown by a graph placed in the record and I believe by the El
Paso Natural Gas Company in one of the cases that Mr. Adair
referred to E1 Paso, showed their total take by years, over a
period of years, they showed that total take increasing by
years but they also showed on the same graph that their percen-
tage take of dry gas by years was a decreasing factor. I am
afraid if you would project that curwte of dry gas into the fu-
ture then, it is possible that the take of dry gas would get
below the economical limit that is necessary for the producer
to have in order to go out and develop dry gas reserves in New
Mexico. I believe that gas is in the record.

MR. SPURRIER: Mr. Stahl.

By: MR. STAHL:
Q@ Mr. Stanley? A Yes, sir.

Q@ You testified if the Commission set a minimum allowabl
of five hundred fifty thousand MCF per day that in instances

where E1 Paso could not take that much they would have to flare
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residue gas. You said that would be waste, do I recall your
testimony rorrectly?

A Yes, sir, Mr. Stahl, I believe that any gas that is
burned and not utilized could be sold as waste.

Q@ Mr, Stanley, is it within your knowledge that Southern
Union and Permian Basin Pipeline Company are both taking dry
gas out of Lea County, New Mexico at this time under purchase
contracts with various operators? A Yes, sir.

Q If those purchase contracts provide a minimum take of
less than five hundred fifty thousand, if the Southern Union or
the Permian contracts or any of them provided for a minimum
take or pay of less than five hundred fifty thousand, in your
opinion if the Commission went to setting a minimum allowable
would they not have to set the minimum allowable for Lea County
or for a particular pool at the lowest of any of the contracts
of the three companies?

A  Well, Mr. Stahl, I think that that question, I would
rather not answer because I am not familiar enough with con-
tracts and other related matters pertaining to the contracts.

I think that would be administrative or perhaps a legal techni-

cality.
MR. STAHL: Thank you.
MR. SPURRIER: Any one else? Mr. Woodruff.
L — MR. WOODRUFF: I would like to make a statement.

. I am Norman Woodruff with El1 Paso Natural Gas Company.

Since our general type of contract utilized in Lea County has
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been mentioned also submitted in the previous hearing as dis-
cussed yesterday by Mr. Adair. I would like to point out that
in the normal type contract which I believe also is typical of
Mr. Adair's contract or the one with Texas Pacific in Article
11, respective thereof that said minimum average shall be avera
ged over each calendar year. Or the applicable portion there-
of that the well is or could be connected to buyer system for
only a part of the calendar year under consideration. I be-
lieve this portion of the contract provides that E1l Paso fluc-
tuates their takes from dry gas wells during the year so long
as the average during the year is at least the miniﬁum prescri-~
bed in the contract. Further, not being entirely familiar with
the graph mentioned by Mr. Kelly indicating percentages of take
from the various sources that supply El1 Paso Natural Gas Compan
from the Permian Basin area, I can only draw a conclusion.

However, he referred to the graph as indicating a per-
centage of take from the various areas. Since El1 Paso's de-
mand has increased considerably and has increased considerably
in recent years a percentage could very well decrease without
meaning that the total volume taken is also decreasing. I be-
lieve that probably our records would show on production that
there has been no essential overall decline in the take of gas
on an average for the year out of the Lea County area in re-
cent years. Thank you.

MR. SPURRIER: Anyone else have a question of Mr.
Stanley?
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MR. MACEY: I want to ask Mr. Stanley some questions
not relating to these graphs but I think in as much as Mr.
Stanley is Mr. Smith's witness and he brought him in here to
testify in relation--

MR. SMITH: (Interrupting) I would like to object to
the statement he is my witness. He is the Commission's witness

MR. MACEY: He was brought to the stand at your re-
quest, is that correct?

MR.SMITH: That is correct.

MR. SPURRIER: Do I understand you want to bring Mr.
Stanley on as your witness for direct examination?

MR. MACEY: That is right.

DIRECT EXAMINATION

By: MR. MACEY:

Q Mr. Stanley, are you a graduate petroleum engineer?

A Yes, sir, I am,

Q Have you drilled wells, operated wells in the Jalco or
Cooper-~Jal Pool area?

A Yes, sir, I drilled wells, was in charge of the drill-
ing operations and completion of a number of wells in the gen-
eral area for Anderson Pritchard 0Oil Corporation.

Q@ Mr., Stanley, are you familiar with the general reser-
voir conditions in the Jalco and Cooper-Jal Pools?

A I have a working knowledge of the working conditions
in the Jalco Pool.

Q Is it not a fact that a great number of the wells pro-
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ducing in the Jalco and Cooper-Jal Pools produce large volumes
of water?

A Yes, sir, on the west side they do produce larger
volumes of water.

Q Mr. Stanley, in connection with the production of the
gas in the pool you stated that you thought that the entire re-
servoir was connected, is that correct?

A I do.

Q You think that there is gas producing in the top of
the upper portions of the structural area and oil on the flarigs,
is that correct? A That is correct.

Q All right now, if the gas is pulled off of the top of
the structure in excess amounts what will happén to the o0il?

A It will get a greater encroachment of water from the
west side as we void the spaces now occuppied by oil and gas.

Q You think that the excessive production of gas would
tend to decrease the ultimate production of the o0il?

A I think that it would.

Q In order to clear the record, will you state what the
productive zones as defined by this Commission are in the
Cooper-Jal Pool?

A In the Cooper-Jal 0il Pool?

Yes, sir.
Yates, Seven Rivers and Queens.

Are you sure about that?

> O » O

No, not the Queens, excuse me.
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Q@ Isn't it a fact that there are local areas where the
Queen is productive within the defined limits of the Cooper-
Jal Pool?

A I believe that it is.

Q@ There are a few local conditions that might be conside

A Yes.

Q When you are talking about that area, you are talking
about all three zones, is that correct?

A That is correct.

Q@ Are you familiar with the sum of the production fig-
ures on leases in the South Euniée Jalco Pool area. I say both
of them because there is a question as to whether there is or
isn't a pool? A Yes, sif.

Q I want you to look at these figures at the bottom of
this sheet and tell the Commission the approximate monthly pro-
duction of this well and identify the well?

A All right. Mr. Macey has special reference to the
City Service 0il Company, their Claussen leases located in
Section 6, 18 and 20 in Township 22 South; Range 36 East. These
figures as I read are for 1953 and are indicated as dry gas
production. There are four wells listed here ClauwasenNumber
One, ClaussenA Number One, the ClaussenA Number 3 and the

Claussn B Number 6. Now, on the ClaussenOne in viewing these
figures and I assume they are indicated as MCF, are they not,
Mr. Macey?

MR. MACEY: That is right.
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A During the entire year their average monthly production
as I scan these figures is approximately ninety million, ex-
cuse me, correction, approximately ninety thousand MCF per
month for the year on the Number One well., On the A-Number
One, they increased considerably in the average monthly pro-
duction for the Clausen A Number One is in the general neighbor.
hood of approximately two hundred thousand MCF per month. That
is also true of the A Number 3 and the Clausen B Number 6 will
average, well its average is so variable that I would rather
not read it into the record unless I had a calculator to figure
it.

Q All right now, Mr. Stanley, immediately above that
tabulation you will find some Texas Pacific Coal and 0il Com-
pany wells. A All right.

Q Is there any well listed in that tabulation in 8ee-

tion B?

A Yes, ®wir there is a State A Account Number Two Well
Number L41.

Q I want you to go to the wall and refer to those two
sections and tell me if that well doesn't offset the City Ser-
vice wells that you just talked about?

A All right. Yes, sir, now Sections 5, 42, 36 is
indicated by the information furnished to me by Mr. Macgy are
the Texas Pacific Coal and 0il State Account Number Two Well
Number 41 does offset the City Service Clausen wells in questic

Q All right, are there not also wells in Section 7
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operated by Texas Pacific which are south offset to the Clausen
lease in Section 6 and offsets in Section 18.

A Yes, sir, that is correct.

Q Would you read for the Commission's benefit the total
production for the year 1953 from the Number 41 well?

A  The total production in MCF for the Téxas Pacific Coal
and 0il Company State A Account Well Number 41 is five-hundrec
seventy-one thousand-nine hundred-seventy-nine MCF.

Q@ You show a production record of eleven months, is that
correct? A That is correct

Q@ Approximately & how much a month is .thad account?

A Well, now that average is variable.

Q Just divide by 1l.

A  Approximately fifty thousand MCF per month.

Q@ They are directly offsetting some wells that produce
considerable volume of gas greater than that?

MR. RUSSELL: It appears that this line of testimony
is going into a question of pofrelatize rightg. s. That ques-
tion is not before the Commission on this rehearing. Any evi-
dence with reference to correlative . rights that may be
brought out cannot be properly considered by the Commission in
support of the original order.

MR. MACEY: I haven't mentioned the word corrsilstiver
rights. I might state I don't intend to mention them

MR. RUSSELL: Nor refer to them.

MR. MACEY: With reference to these wells, I am not
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going to refer to the word correlative rights.

MR. SMITH: 1I believe the application of Texas and
Pacific sets forth that one of the messons for - rehearing is
that there is no evideﬂce as to carrelative rights, . .

MR. RUSSELL: If the Co&gission please, that is per-
fectly correct. We take the position at this rehearing this
Commission cannot receive into evidence or éonsider any testi-
mony or evidence on waste or correlgtiwe wightis' - other thar
what was in the official record of the hearings on which the
order was based., It is a general principle of administrative
law that they cannot consider anything outside of the record.
Anything new that is or may be offered at this time is irrele-
vant.

MR. MACEY: Mr. Russell, was your testimony as to the
structure or anything else in the record of the previous hear-
ing?

MR. RUSSELL: That is in support of our case, not in
support of the Commission's order. That was entered sometime
ago. We are attempting to in effect erase the line not make
it.

MR. SPURRIER: The witness may proceed. What is the
source of these figures, Mr. Stanley?

A  They are all 0il Conservation Commission figures.
Official records requested by the different companies that are
required to file these forms.

MR. SPURRIER: Very well.
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A Getting back to the question in averaging the Texas
Pacific well in question. I said that the approximate average
was fifty thousand to one or fifty thousand MCF per month as
compared for some two hundred thousand for the offset wells of
City Service,

Q Mr. Stanley, in connection with the Commissiont's de-
finitions of waste, I am going to hand you this for the sake of
brevity and let you read this underscored portions.

A I am reading from the Statutes of the State of New
Mexico, Section Two, paragraph A, Underground Waste. "As thos-
words are generally understood in the oil and gas business an:
in any event to embrace the inefficient excessive or improper

use or dissipation of the reservoir .v-.. energy including
gas energy and water drive of any pool and so forth."

Q First of all, you think it is the improper use :

of reservoir energy for one operator to produce, approx:
mately four times the amount of gas that his offset does?

MR, RUSSELL: I would like to renew my objections.

Any of that testimony is immaterial to this hearing. There is
no evidence that that was before the Commission at the other
hearings on which the order was based and can't be considered
at this time. In our Case in chief we entered certain Exhibit
which was primarily for the purpose of showing the improper de.
lineation of the pools. We opened that question. That is
subject to rebuttal at this hearing. We offered no evidence
of any nature of waste or - ecorrelative rights  and it is
improper for anyone else to introduce them at this hearing.
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It can serve no purpose. I would like to renew my objections
to this or any other testimony to that effect.

MR. SPURRIER: The objection is overruled.

MR. RUSSELL: May I have a continuing objection to
all questions or testimony relative to waste and gorrelatiwve
rights. v

MR. SPURRIER: Certainly.

Q Now, Mr. Stanley, in connection with the Clausen well:
you are not particularly saying that they are being produced a
excessive rates, are you, is that correct?

A No. We are just comparing production with offset
operators.

Q@ You dontt know if they are producing excessively or
not? You would have to make a further study?

A Would have to make a further study of reservoir
characteristics of the two wells, their capability, the effect.
of water which might be prevalent in that area. I think for
the record that City Service in some instances on the Clausen
leases is now troubled with water.

Q If you had a gas column and you were moving water up
structure, wouldn't the oil come before the water?

A Yes, sir, it should unless you had c¢oning and
included the oil entirely from the well bore by excessive pro-
duction and not the proper use of reservoir energy.

Q@ If you got the water pulled into the well that woﬁld

be an evidence of coning, is that torreet?
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That is correct.

Is that wasteful?

> D >

Yes, sir, it sure is.

Q Is there any evidence that there is water production
from these gas wells on the Clausen lease?

A  There is.

MR. SPURRIER: Let's have your attemtion up here.

A There is.

Q Mr. Stanley, getting on to another subject. You
served as secretary to the Committee which was appointed by thr
Commission to devise the gas rules which resulted in the stand.
by rules, is that correct? A That is correct.

Q At the same time as that Committee was formed, were
there not two Committees formed, one to study the pool rules
and one to study the delineation of the pools, alsb?

A That is correct. I think that Mr. Hill and the Com-
mittee itself as a part of their work and in the administratior
felt that that was necessary and appointed two separate Com-
mittees to study each problem separately.

Q@ Was each company that was represented of the ten re-
presentatives, was each of them a member put on each committee:

A Yes, to the best of my knowledge.

Q Texas Pacific was on that Committee, were they not?

A I believe they were.

Q They were given thé opportunity to serve on the pool
delineations Committee to the best of your knowledge, is that
correct?
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A That is correct. _

Q Do you know of anything that they put into the min-
utes of the meeting pertaining to the delineation of the Jal-
co Pool at the time that the Committee was working on the Rule.
and delineations?

A I recall that they did not.

MR. MACEY: That is all I have.

MR. SPURRIER: Anyone else?

MR. RUSSELL: If the Commission please, I would like
to ask if we ihaybe permitted to cross examine Mr. Stanley with
out waiving our objections as to the immateriality and rele-
vancy of his testimony and save our objections?

MR. SPURRIER: Certainly. We will take a five minute
recess,

(Recess)

MR. SPURRIER: The meeting will come to order, please
Mr. Russell.

MR. ADAIR: Someone else can have him first if they
want him,

MR. SPURRIER: Does anyone desire to question Mr.
Stanley?

MR. ADAIR: I have one question if the Commission
please.

By: MR. ADAIR:

@ Do you know whether or not the City Service Clausen

wells, whether or not they are presently producing gas, that i:

-1hf-



since the first of the year?

A I don't know whether they are or not, Mr, Adair. I
do know that they produced gas during the year, 1953.

Q Would you say they were classified as gas wells?

A Yes, sir.

Q Then, why do they not appear on the gas proration
schedule?

A Well, am I right on that? Mr. Adair, may I relate
on that?

Q@ Yes, give the facts to the Commission.

A  Those particular wells in question are connected, I
believe, to the United Carbon Company and there was some dis-
cussion before this Commission that United Carbon Company wan-
ted to exclude those particular wells of City Service from the
proration schedule until such time as the Commission could de-
cide upon their disposition and inform all the parties in ques
tion. I do think I may be wrong, I do think that the Commis-
sion has finally disposed of this Case, have you not? Here
is a letter dated January 19, 1954, you want me to read it in-
to the record?

MR. ADAIR: I would like to see it first. I have no
objections to your reading it into the record or you can state
to the Commission what is in it.

A I never have read the letter myself. I would assume
that both letters are identical, are they not? One is address

ed to United Carbon Company and the other is addressed to City
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Service 0il Corporation or 0il Company. I believe these
letters are not alike.

Q I didn't read this one.

MR. MASBEY: If the Commission please. H. B, Magdey
with the City Service 0il Company. I think that due to the
date on this directive and its relative connection with this
particular case that we will object to those being entered as
evidence.

MR. ADAIR: We ame not offering them in evidence. If
it was considered that we were offering them in evidence we
will withdraw the offer and let someone else tender them, if
they do want them.

MR. MACEY: Those letters are a matter of Commission®:
records., Those are jgst copies of the letters. I think the
Commission can take recognition of any of its records and re-
ports at any time. I think it vital to this case. I don't
think it is a reflection on anybody.

MR. SPURRIER: Read the letter, Mr. Stanley.

A %"This letter is written by the 0il Conservation Com-
mission, Santa Fe, New Mexico signed by W. B. Macey, Chief
Engineer, directed to City Bervice 0il Company, Hobbs, New
Mexico, and also copies to go to United Carbon Company, In-
corporated, Eunice, New Mexico, the 0il Conservation Commissio
at Hobbs, New Mexico and Fletcher A, Catron, attorney in Santa
Fe, New Mexico., City Service 0il Company, Hobbs, New Mexico,

Gentleman; Reference is made to our discussion of December,
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1953 pertaining to the use of gas from your Clausen, Clausen

B and Clausen B leases in Sections 6, 18, and 20 of Township
22 South, Range 36 East, Lea County, New Mexico by the United
Carbon Company. An examination of our records reveals that

the following wells are producing from the Jalco Gas Pool and
‘must be produced and prorated in accordance with the Rules and
Regulations governing the Jalco Gas Pool. Clausen Well Number
One in the north west quarter of the southeast quarter of Sec-
tion 6, Township 22 South, Range 36 East. Clausen A Well Num-
ber One-A in the northeast quarter of the northeast quarter of
Section 18, Township 22 South, Range 36 East, Clausen A Well
Number 3-A northeast quarter of the southeast quarter of Sec-
tion 18, Township 22,South, Range 36 East, and the Clausen B
Well Number 6-B in the southwest quarter of the northwest quar-
ter of Section 20, Township 22 South, Range 36 East. Two
wells operated by City Service and located in the Clausen lease
are not producing from the productive limits of the Jalco Pool
and are therefore not subject to proration at this time. Pleac
bear in mind that there is a possibility that these wells may
be prorated in the future. These wells are as follows: Clause
Number 4 in the southeast wuarter of the southeast quarter of
Section 6, Township 22 South, Range 36 East and Clausen Numbef
8 in the northeast quarter of the northeast quarter of Section
6, Township 22 South, Range 36 East. The reason that these
two wells are not considered as producing from the Jalco Pool

is because our records reveal that.they produce from a zone in
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a lower Seven Rivers and the Jalco Gas Pool is defined as
being productive from the Yates and all-but the lower hundred
feet of the Seven Rivers.' The Number Four Clausen is produc-
ing from a fifty foot Section 2500 to 3589 in parenthesis the
top of the zone 3500 being eighty nine feet above the base of
the Seven Rivers. The Number A Clausen is producing from a
22 foot interval."

ParantBesis  "3502 to 3542 being 98 feet above the base
of the Seven Rivers. Your January production will be consider
ed as being produced against your allowable assigned. Please
furnish our Hobbs office the required plats and well informa-
tion as required by Order Number R-368-A, We are instructing
the proration department to assign the allowable on these four
wells effective January 1, 1954. We are enclosing a copy of
a letter being sent to the United Carbon Company. Very truly
yours and as previously mentioned signed by W. B. Macey, Chief
Engineer.,” 1 believe that the other letter is different. I
don't know. You want me to read it into the record?

MR. SPURRIER: Yes.

A This letter is addressed to United Carbon Company,
Eunice, New Mexico.

Q Pardon me, Mr. Stanley, in the interest to save time,
the reference in the letter to the wells is the same as in the
other letter. The only change ig in the heading of the origi-
nal letter and the last two paragraphs, I believe.

A I will read the last two paragraphs of this letter
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addressed to United Carbon Company. "Therefore it will be
necessary for you to nominate your requirements of gas from
these wells and if your requirements are such that you will
have to obtain additional gas , you will have to make other
arrangements to obtain this gas from another source. We rea=
lize that this will seriously curtail your operations but this
situation has created very serious inequities and must be cor-
rected. For your information we are enclosing a copy of a lette:
which we are sending to the City Service 0il Company pertain-
ing to this matter. Very truly yours, W. B. Macey, Chief Engi
neer,%

MR. ADAIR: What is the vertical interval, Mr., Stanle
of the producing horizons in the Jalco Gas Pool as delineated
by the Commission?

A The Yates and all of the Seven Rivers but the last
one hundred feet.

Q In your opinion based upon your studies or is not the
Jalco Gas Pool improperly delineated from the vertical stand-
point?

A Mr. Adair, I have accepted these delineations by thc
recommendation of the people that worked on this particular
problem. I, myself, have not studied the situation and th»r-~-
fore cannot answer your question.

Q Do you know of any permeability barrier that existr
throughout the Jalco Pool at exactly one hundred feet above

the base of the Seven Rivers?

-149-



A I haven't studied that question.

Q@ Still you were competent apparently to say that you
thought that the Seven Rivers and the Yates formations and
Queens were all one reservoir? A Yes, sir. .

Q@ Then, if they are all one reservoir then the pool is
improperly delineated, isnt't that correct?‘

A  From the vertical limits. I would like to go along
with Mr., Smith in thinking that I would like to study and I
“may . change my thinking personally.

Q If you testified that the Yates, Seven Rivers and
all constitute a single reservoir? A Yes.

Q To the extent at least that a pool delineated within
that reservoir it is not a common source of supply, is it?

A That is right, if they are all classified as one
producing zone in actuality that would be right.

MR. ADAIR: That is all I have,
MR. SPURRIER: Anyone else? Mr, Macey.
By: MR. MACEY:

Q Mr., Stanley, do you think it is possible for anybody
to absolutely and positively define the exact limits of an oi
or gas pool or an oil and gas pool?

A  Well now, if you have special reference to these gv:
pools that are located in this particular area as shown on %i.
Exhibit on the board it would be a very difficult thing to do

Q Are you aware of provision in the Statute and I am
referring to Section 10, paragraph 12, I would like you to rea
that.
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A  "To determine the limits of any pool or pools pro-
ducing crude petroleum or natural gas or both and from time to
time to redetermine such limits."

Q@ Don't you think that that is broad enough that the
Commission has the power to determine a pool limit and dew
lineate it as such and to redetermine it if the facts are pre-
sented in the proper case at the proper time?

A Yes, sir.

MR. SPURRIER: Anyone else? If not the witness may
be excused.

(Witness excused.)

MR. SPURRIER: Mr, Adair, the Commission would like
to know if you have a witness that can testify as to the sourc
of energy in the Jalco Pool?

MR. ADAIR: I don't have a witness, no, sir, I do not
Not properly qualified to testify as to the source of energy
within the areal extent of the Jalco Pool, I do not. I don't
believe, if the Commission please, that is within the scope
of the call of this hearing.

MR. SPURRIER: Now, we might come to that point. In
your application for rehearing you mentioned the Commission’e
authority in Section 2-A, you also say in B of 2-B that is
that the Commission is without authority to prorate gas fo: in
sole purpose of protecting -correlative rights,. <. So, you
have mentioned - <correlative righss 5 and there is no evidenc

in the record to indicate the abuse of <correlative rightss .-
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There is no evidence in the record, that was paragraph C, this
is paragraph D. There is no evidence in the record to estab-
lish that there is waste from the gas wells of the Jalco Pool.
There is no evidence that waste will be prevented. Do I under
stand since'you have objected to testimony on waste and core
relative rights that the only paragraph that you are really
talking about or that you are bringing forward in this case

is paragraph H which says, "Finding of fact Number f in Order -
Number R-368-A is a finding that the Commission has not prior
to the undertaking of proration of gas evaluated and delineate:
the actual productive limits of the Jalco Gas Pool which is

a prerequisite of such order." In other words, your only
point in this rehearing is the delineation of the pool?

-MR. RUSSELL: NO& sir, Mr, Spurrier, the entire mat-
ter insofar as the application for rehearing is concerned is
based upon the authority of the Commission to issue a proratic
order under the facts which were before the Commission at the
time that the Order was entered.

That is the question of law. That the Commission is
without authority to issue proration for the sole purpose of
protecting -correlative rights. That is a matter of lai.
All of our points that we have brought out in the applicatior
for a hearing in substance, we will say is this partly, tho*
there was not substantial evidence before the Commission at tr
time that the Order was entered to show that any of the con-

ditions preceeding to the entry of such an order was there.
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We have not brought out any evidence on correlative
rights or waste. We say the Commission had to have at the time
they entered the Order substantial evidence on those points be-
fore they could enter the Order and it would be unnecessary and a
useless thing to put in anything at this time since it could not
be considered by the Commission in support of an order previously
entered, that is our position in our application.

MR. HINKLE: If the Commission please--

MR. SPURRIER: Mr. Hinkle.

MR.HINKLE: Clarence Hinkle representing Humble Oil and
Refining Company. Before the Commission makes any ruling on Mr.
Russellts motion as to the matters that can bé taken up at the
hearing. I would like to call the Commission®s attention to the
provisions of the Rule 1212, which provides for the filing of
motions for rehearing within 20 days, the Commission shall grant
or refuse any such application in whole or in part. As I under-
stand the order of the Commission in granting this hearing was,
you didn’t exclude it as just part it was in whole. You didn't
exclude it as "The Commission shall grant or refuse any such appli-
cation in whole or in part within 10 days after the same is filed
and failure to act thereon within such period shall be deemed a
refusal thereof and a final disposition of such application. In
the event the rehearing is granted, the Commission may enter sucu

new order or decision after rehear.ing as may be re-
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quired under the circumstances, It is our position that since
the rehearing has been granted that all concerned have a right
to introduce any evidence they want to germaine to the sub-
ject matter and that the Commission may consider any evidence,
any new evidence that is introduced at the rehearing.

In other words, it is a complete new hearing de ﬁovo
I think the Commission has a right to make a new order on the
evidence introduced at the hearing or, well as any other evi-
dence at any other hearing.

MR. RUSSELL: In answer to Mr. Hinkle, in referring
to the fact that our application for a rehearing has been
granted in its entirety, that is true. I would also like to
point out to the Commission that when we make up an applicatio.
for rehearing, it is necessary that we put in such an appli-
cation everything that we can possibly think of that may come
out and have a bearing on our Case at the time of such re-
hearing. Because if we do not specifically point it up in our
application then, we have waiﬁed such a right to bring it up
at the hearing, itself. We have listed all of the various
factors which we think are important and which we feel we have
covered and a majority of them will probably be covered in uu:
argument of the law. I would like to state our position ins.
far as the evidence is concerned which we did not open up or
our case in chief. That it is a generally recognized principl
of law that an administrative agency cannot enter orders basea

on its own information without sufficient information or recor:
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having been introduced into evidence. They cannot act on
their own information. Any information upon which an adminis-
trative agency bases its order must be introduced at the hear-
ing on which that order was made after notice to all intereste:
parties so that they can attend, offer rebuttal and cross ex-
amine witnesses. Any records which the Commission may have in
its office on which they are contemplating bhasing a portion of
their order, those records should be at the hearing. They
should be introduced in evidence. All interésted parties
should know what is before them,

We are in the position that at the hearings on which
the orders are based the record of those hearings, transcript,
Exhibits is the sole basis to determine whether or not the
Commission acted in an arbitrary matter or whether it was rea-
sonable, We take the position that our case in chief brought
out no evidence as to either waste or cerreclative rights, .-
We say that the record on which the order was based contains
no evidence of waste, or injury to correlative rights.

We have introduced the records, the transcripts of
all of those hearings. They are the records which must be
examined to determine whether those facts were presedt and if
there was substantial evidence to support them at the time th:
the order was entered in this rehearing théy cannot consider
matters concerning them for the reason that this hearing is
primarily establishing the record of the previous one, deter-

mining whether or not there is sufficient evidence on which

-155-



the order was based and if not then the order is not good and
we would ask, of course, that it be revoked. That is our
position and I think it is proper.

MR. WOODWARD: If the Commission please, Mr. Woodward
of Amarada. I am not aware of the well established rule of
administrative law which precludes an administrative body from
considering new matters on a rehearing., However, I think that
is beside the point inasmuch -as Section 19 as read specifically
permits the Commission to enter a new order, Now, as I under-
stand the Texas Pacific's contentions, it is that the only
alternative that the Commission has now before it is to sustair
its previous order or revoke it entirely.

It may not consider new evidence or new information.
It may not correct whatever mistake it made. ‘I submit that the
destroys 90 percent of the value of the rehearing. If a re-
hearing is not for the purpose of allowing an administrative
body to correct its mistakes, I don't know what it is for.
| MR. SPURRIER: Is there anyone else? Mr. Foster.

MR, FOSTER: We have got some testimony we would like
to introduce.

MR. SPURRIER: Have you completed your case?

MR. ADAIR: Yes, except for rebuttal.

MR, MACEY: I would like to introduce as Exhibits the
lettere which Mr. Stanley read and also the records of the Com-
mission to which he referred.

MR. SPURRIER: Did you all hear Mr. Macey®*s offer of

evidence?
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(Marked Exhibits One,".2,
"3 for identification.)

MR, SPURRIER: Mr, Macey intends to introduce or does
introduce or offer in evidence the two letters which Mr. Stan-
ley wrote the one addressed to City Service and one for United
Carbon and also the production figures on thé Clausen wells.
Is there objections?

MR. MACEY: I believe I was objected and overruled.

MR. SPURRIER: That is right.

MR. MACEY: I would like also at this time to intro-
duce all of the company's production records on the Jalco Pool

MR. SPURRIER: 1Is there objection?

MR. RUSSELL: I object to them on the grounds they
are not material at this hearing. They can'ﬁ be considered
by the Commission at this hearing as a basis of substantial
finding on which the other order was based. Same objection
as to the testimony.

MR. SPURRIER: Your objection is noted and the eviden
will be admitted.

MR. MACEY: If the Commission please, as far as we
are concerned on the objection if all the production figures
of the Jalco Pool are introduced, we have no objections but .-
do object to entering only a part of the production figures
from the Jalco Pool,

MR. SPURRIER: Now, Mr. Foster. Let me have your

-157~-



attention in view of the time element, we will necessarily
have to continue this case to the regular February hearing.
MR. RUSSELL: If the Commission please before it is
closed, I would like to renew at this time my motion to suspenc
Order Number R-368-A pending the rehearing.
MR. SPURRIER: Motion is denied,

REPORTER'S CERTIFICATE

I, ADA DEARNLEY, Court Reporter, do hereby certify
that the foregoing and attached transcript of proceedings in
Case No. 582, Rehearing, taken before the 0il Conservation
Commission on January 21 and 22, 1954, contains a true and
correct record of said proceedings to the best of my know-
ledge, skill; and ability.

DATED at Albuquerque, New Mexico, this 30th day

of January, 1954. (/{fiZ;ZLL/) i

-158-



Febru

ary

g‘ul.

17

o rnt
1ERE Y

18,

D._:Feuu .LL.J
CONSERVATICH CUMMISSION

TATZ ¢F NOW ELICO

. 0t lnvale- o

NIw MEXICC

aT 3alTa I3,

TRadsCAIFT OF FLOCEEDINGS

SYOATf =
Cnuu Ue D 2

(Reheariag Continued)

1 5541

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHONES 7-9645 AND B-9846
ALBUQUERQUE, NEW MEXICO




B

i Congervation Commission 7:00 A.H,
ry 17, 1954
AR N

Hew laxic

% Y s
JSew Mexdco
™ e x
Febru

- o e e £ kR

e e A

i N A ~ LY. z‘sT,&(}x‘f
’ e S—

v ULl Co.

1
Skelly 641 To. Tulse, Oklahonma

Bartlesville, Uklée.

i

y « [~ v i34 <

lea e Zante Fe ¢ ite Mo
s ~ B % PRy E- T4 b ] -

de Us GADLO Guifl eli Corp. Midland, Texas

Sun il Midland, Texas

Lynn Stanclingd 011 Pur. Tulsga, Uklahoma
i oen > -y - b & ot T % ® by . B LY
e Le Shommekar Stanoling Uil Midland p LCXES

Seorgs SONT Hobbs, K. Mex.

He S mendis Tide “ster Asscc, Hiobbsg, M. Mex.

Tide aaltaer A880C. Houston, Texas

Homer oillev Continental Uil . worth, Texas
e we anber Stanoclind ULl #idlend, Texas

1
fhilliips Pet. Co. Hartlesville, Ukla.

hiliips Fet. (o Barvlesville, Gkla.

®

He Le dupbon dagnolia vet. ¥idland, Texas
“eth Tlazel Sinclair Crude Cil Hoswall, N. Max.

$. R. Laennon Magnolis ret. Midland, Texas.

i Shelil Uil Midliand, Texas .

1 b e 3 g'ﬁ,; "g

tradoh Shell Cil Hobbs, N. Hex.

Conpeo Fort worth, Texas

ADA DEARNLEY & ASHOCIATES

SGURT REPOR

ROGM --3.106, EL CCRTEZ 3L.DG.
PH S5 7-9648 AND 3-25486
ALEUOSERCQUE. NEW MEXICO




RECRESENI18G

LOCATION

£
N
&
o
H
o
?;:s .
(23
ey
WOy
po
(%3
Lo
it
(4

Ve We dlankin
N. G.
;E, We Nagbor
Alan C. Hoberts
Ted Wilson

Aoss Fadule

Hoss L., /Malone, Jr.

Co &, 1011
¥ Te Lyon
‘J. B, Luttrell
G, E. Trumble

HMartin o, How

ADA DEARNLEY & ASSOCIATES

Gonoco
The Texas Co,.
The Uhic Cil Co.

The Chic Uil Co.

Mid. Cont. Pet. Corp. Midland, Texas

Cities Service 01l
balport Uil Corp.
The Texas Co.

The Texss To.

~

The Texas Co.
€80 Co.

The Texas Co.
Continental 01l
Shell 01l Co.
Cities Service Oil
Citiesg Service
Magnolia

Gulf

Buffalo Uil Co,
elly (il Co.

v
el

Shell Cil To.
Continental 0il Co.
Thell CGil Co.
Samedan

Sun Uil Ce.
Staneolind

Gulf 0il Corp.,

COURT REPORTERS

ROOM 105-106. ELL CORTEZ BLDG.
PHONES 7-29645 AND S5-9546
ALBUQUERQUE. NEW MEXICO

Fort Worth, Tex.
Housgton, Texas
Houston, Texas

Midland, Texas

Hobbs, N. Mes.
Dallasg, Texas
Fort Worth, Texas
Fort wWorth, Texas
Midland, Texas
Hogwell, N. Mex.
Fort YWorth, Texas
Wichita Falls, Tes
Hobbs, N. Mex.

Midland, Texas
Hoswell, N. Mex.
ballas, Texas
dogwell, N. Mex. !

Artesia

Bunice N. Mex,
Midland, Texas
Fort Worth, Texas
Midland, Texas
Midland, Texas
Dallas, Texas.

Ft. Worth, Texas ‘

|

~ F%. #orth, Texas




R

E:gf:s REPRESENTING LOCATION ]
gasan Kellahin Attorney Santa Fe, N. Mex.

He Be 1o Hatls

¥m., B. Predsrici

I
|
-
|
|
i
i
|
1
1
|

A. R. Sallou

L. C. Galloway

F. Norman voodruff

Ae Wa Allen

Gulf 0il Corp.
Stanelind-Shell
Sun Cil €.
Gulf Oil
Mapnolis
Szmedan

Skelly Uil Co.
Samedan

A .
Amerada

1 Pasc Nabural

%1 Paso Naturel

Tl
L

81 Paso Natural

£l Faso Natural Gas
Gulf Uil Corp.

Gulfl il Corp.

El Yasc ﬁétural Gas

&1 Paaso Natural Gas

t=

Paso Hatural

T
‘...‘J

a

raso Hetural

i
[

Paso Hatural

i
b

13

1 Paso Natural

varren Pet. Corp.

T ‘ﬂ a
ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROCM 105-106, EL CORTEZ BLDG.
PHONES 7-8645 AND 5-9546
ALLBUQUERQUE. NEW MEXICO

3=

rren- Cetroleunm

Ft. Worth, Texas

Santa Fe, N. Mex.
Dallas, Texas
Ft. Worth, Texas
Dallas, Texas

Tulsa, Cklahoma

Hobbsg, N. Mex.
Hobbs, N. Mex.
Honument, H. Mex.
Artesia

Tulsa, Oklahoma
Farmington, N. Mex.
Farmington, H. Mex.
Houston, Texas
Jal, N. Mex.

Hobbs, N. Mex.

Ft, ¥Worth, Texas
Farmington, N. Me%.
Farmington, N. Mex.
Rogwell, HN. Mex. j
Farmington, N. Me&.
Jal, N. Mex. |
Farmington, N. ﬁegs
Farmington, N. M%x.
Tulsa Cklahoma i

|

~Tulse Oklahoma



REPRESENTING

LOCATION

Q. B. Davis

ég. M, ¥lisderkshr
iﬁudley Co Phillips
FFrank Le Poulsen
ig‘ H. Floyd

‘A' s OTrhLar Jro

L

Hubbard

7y
»

‘W
'S. J. Ctanley
Clarence Hinkle
' Ce S Heel, Jr.
Re Se ilawey

' He 8. Chirigtie

Re Te. Montgomery

Elden H. Foster
‘Tn ﬁp E&ﬁﬁ!}.
‘Jack K. Campbell

Merle 3. Rogers

o~

lEo A. &”&Z

<

' Co Fo Bedford

)

' Je He Vickery

Ees M. Zinght

de e House

Jo H. Dunleavy
0. P §icéla, Jr.

A, F. Holland

Southern Union

‘Southern Union

Sinclair Cil & Gas
Sinclair 041 % Gas
Sinclair 03l & Gas
U. Go C. |
Humble

¢. C. C,

Humble (il & Ref.
Humble

Humble

Amerada

U. Ce Co

United Carbon
United Carbon
United Carbon

El Fasc Natural

H. M. G, C.o Gs
Stanoclind 0il & Gas
Atlantic fefining
Stanolind 0il & Gas
Humble 01l

Skelly 01l
hillips Pet. Co.

Lowery Uil

Dallas, Texas
Dallas, Texas

Tulsa, Cklahoma

Ft. Worth, Texas
foswell, N. Mex.
Hobbs, N. Mex.
Houston

Hobbs

Roswell, N. Mex,
Midland, Texas
Midland, Texas
Tulsa, Oklahoma
Artesia, N. Mex.

Pittsburgh,

Santa Fe, N. Mex.!
Roswell, N. Mex.
Jal, H. Mex.

Santa Fe, N. Mex.
Ft. ¥orth, Texas
Midland, Texas

Hogwell, N. Mex.

Midland, Texas

|
t
'

Hobbsg, N. Mex.
Bartlesville, Okla.

Albuquerque, N. M,

Cdohn . Kelly Independent Roswell, N. Mex.
g, J. ébendschan 0B. Cu Ce-  _ Aztec, New Mexicol

ADA DEARNLEY & ASSOCIATES

COURT REPORTERS

ROOM 1085-106, EL CGRTEZ BLDG.
PHONES 7-9645 AMND 8.9548
ALBUCUERQUE. NEW MEXICOC



HEPREGLNT LNG

LOCATIOR

|
BiEE
N

Emery C. Arnold
%ay E. Segifert
e Le Lewls

M. H. Culfender

Albart Gackle

Faste? Morrell

Dan G. Howard
1

! .

* Eo S{:{lhl

Paul S. Johnson

{
i
i

Faerge we selinger

Charlegs C. Harlan, Jr.

0, C. Co
Foster Horrell
Amerada
imerada
Phillipg wobn
Gackle 0il Co.

Independsnt

Warran ret. Corp.

Permian Basin P. L.
Permian Bagin P. L.
Trinity Production

Skelly Gil Co.

Aztec, New Mexico
Hoswell, New Mexic
Midland, Texas
Tulsa, Oklahoma
Bartlesville, Ukla,
Ft, Worth, Texas
Roswell, N. HMex.
Tulsa, Oklzhoma
Umaha, Nebragka
Omaha, Nebraska.
Hobbs, N. Mex.

Tulsa, Uklahoma

ADA DEARNLEY & ASSOCIATES

COURT REPCRTERS

RGCGOM 105-106, EL CORTEZ BLDG.
PHONES 7-9645 AND B.9546
ALBUQUERQUE. NEW MEXICO

4



| BEFORE THE

| UIL CONSERVATIOHN COMMISSION

f Santa Fe, NHew Mexico
February 17, 1954

IN THs HATT=Z OF:

Notice i1s hereby given by the State of New Mexico, } Case No,
through its Oil Conservation Commission, that Texas ) 582
Paeific Conl and (il Company, upen proper petition, | Rehearing
has requested & rehearing in Case 582 (relating to g Continued
rules and regulations for the Jalco Gas Pool, lea
. County, New HMexico); that in said petition, petition-)
 er asks recision of Urders R-368 and R-36€-A entered ;
. in Case 582 under dates of September 28, 1953, and
. Hovember 10, 1953§ respectively; that the Gamaissian,;

)
)
)
)

- by its Urder No. R-368-B, has granted sald rehearing

and set it for 9 a.m. on Januarg 2l , 1954, at Mabry
Hall, Sgate Jzpitol, Santa Fe, New Mexico, at which
zimed?étitianar and other interasted parties will be
neard.

BEFORE
He He Spurrier, Secretary, Uil Congervation Commission
8, Hs {Johnny) Walker, Commismioner of Public Lands
Honorable Edwin L. Mechem, Governor |

{liotice of publication read in Case Ho. 582.)
Mi, XKELLAHIN: I am Jason Kellshin, representing Samedan 01l
| Uorporation. Rather than interrupt the case as it proceeds, I would

1ike to reaffirm our objections in connection with the boundaries

in this case for the reasons previougly stated. I would like o
have the objection show to any testimony --
}il. SPURRIER: (Interrupting) As far as the Jalco Fool?

¥R, XSLLAHIN: ¥%here it has & common boundary. May I have Q

ruling on the objections, please, or are you arguing the object-

ions, sir?
Mh, RUSSELL: No.
Mit, SPURRIER: The record will show that Mr, KXellahin's

moticn is @ continuing motion throughout the case. MNr. Rusnell.?

|
|
Wi, RUSSELL: Mr. Commissioner, I would like to get a clarie

- _
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CQOURT REPORTERS
RCOM 105-106, EL CCRTEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE, NEW MEXICO

i3



i Texas Pacifiets Exhibit Number 57, which is the Commission®s Gas

e 1
fication of & statement, or an offer, by Mr. Macey, which appears

in the transcript on Page 157. As it appears in the transcript, it
reads as follows: "Hr, Macey, I would like also, at this time, to
introduce &ll of the company's production records on the Jalco
Pool®. we ghauld think that probably should be Commissionts.

MR.MACEY: I believe yom are right. The intent was to
intreduce all of the Commigsion's production records on the Jalco
pool, and we offerred thsm in evidence. I believe they were in-
troduced.

Mr. AUSEBELL: It is my question whether the company
should be Commission, and if the tramscript could be changad
accordingly. At this time, I would like to offer into evidence

Frorationing Schedule, for the menth of February.
¥R. SPURRIERY Without objection it will be admitted. Tie

record will be changed +to show that should be "Commisgsion".
M. HUSSELL: The applicant rasts.

Hil. SPURRIER: Anyone slse have testimony to presant in |
thig case? ‘

HR. FOSTER: If 1t is permissible, Phillips would like to
introduce some testimony at this time, |

M. SPURRIER: It is.

Mi. FOSTER: If the Commission pleass, I would like to |
state tihat Phillips Petroleum Company's holdings in the areas in i
controversy here are relatively speaking, small. We are not hera%
to particularly join issue with the Texas Pacific in this matt:er,i

but the Texas Facific has a controversy with the Commission, andv%e

| runltiat o our best rt-these conservation
—feel that ivis o me%%:v! o SIRUNE 13
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i
|

| erders, That is the reason we are hers., %e want Lo present some
testimony iare, designed to show that these orders protect correla-
 tive rights, and that they were necessary in order to prevent waste
in the gas pool,.

He E}GRI;&%

called ae o witnees, having been first duly srorn, testified as
follows:

DIHECT &

By M. FOSTaR:
3 %3ill you state your name to the Commission and reporter?
He Ds Grimm, )
< whers do you reside?
4 Bartlesvills, Uklahoms.
You are smployed by Phillips Petroleum Company?

A That is corrsct.

«hat capacity?
i I am Assistant Manager of Heservoir and Reserve Division
in the Zconomics Department.
dhat is your professional training?

v

4 1 am a graduate engineer, Bachelor of Science Degree in

Petreleun Zngineering from the Missouri School of Mines.
& what year?
3 1937.

Have vou pracbiced your profagsion since the tinme of your

l
graduation? - |

4"’1 g’?’ﬁg 3ir 3 .
| 5 And how long with Phillips Petroleum Company?
L_?NAJL;mlzg@ﬁm%_&ﬁxﬁzgﬁﬁiﬁﬁ ‘ , '
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air?
A Approximately.

aporoximately 17 years. What are your duties asg an emw

ployes of Phililips Fetroleum Company, and in the capacity that you

have statad?

4 My duties are to supervise the sstimate of reserves, rates
. ef production, reservolr work for the Economice Depurtment for ugi
- by the management of our Company in their future building and
jpkmm

‘%« And in the discharge of your dutles to Phiilips Pstroleum
Company, have you had occagion to study the Eumont, Arrow a&nd Jalco
and Langmat Gas rools in Lea County, New Mexico?

Yas, sir,

For what purpose was that study made?

4 Vell, originally I had charge of this particular area as

a digtrict engineer of the Economlcs Depsrtment for the reservoir

i and oll work. Since that time, I worked both for owr company and
f with other companies in studying the area, mainly in counection

 with 51 Faso Natural Gas Company's building of their first line

to the West Coast, and subsequent snlargements, and since that
time with Permian Basin Pipeline Company when they made their
original applicstion before the Fedaral Power Commiasgion for a 1
gertificate of convenience and necesaity to build their line from
thig area up to6 the Panhandle area, ,
'y Over how long a period h&ve your studies continued in
these gaa pools? | ;
Between 12 and 13 ysars. |

L Have you made a recent study of the pools for the purposs
ADA DEARNLEY & ASSOCIATES
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i what ccrsage vattern has the pool generally been developed?

of testifying in this case?
& Tes, sir.
. Firsgt of all, I would like tc¢ submit to the Commission,
the witness has been qualified %o testify in this case.
¥R, SPURRIBER: His qualifications will be accepted,
% Firgt, would you detail for us, Mr. Grimm, the general

develovment patterm in the pools that we are talking about? On

4 4ell, the acreage pattern on the gas pool, as it is pre-
gently designated is on 160 acre pattern. However, the pools are
being developad in the main in recomplsting wells which have been
developed upon a 40 acre for oil production, |

Generally, the development for gas wells in the pools
that 1 have mentioned here has been on 160 acre pattern, is that
correct?

& That is right.

Have you made any study for the purpcse of determining

what is the efficient drainage area of a gas well in these pools?.

4 I have made such a study on these pools and many other |

pools in the past ten, twelve ysars. 5

3 Yould you tell us what, in your opinion, is the efficient

and economic drainage area of & gas well in the Eumont, Arrow and

Langmat and Jalco pools? |
MR. RUSSELL: If the Commission please, I would like to

object to any evidence presented by Judge Foster's witness, with

reference to the Bumont pool, as being oukside the écepe of thig |

|
hearing, and alsc the Langmat pool, other than as the common |
, j

boundary is concernadapa DEARNLEY & ASSOCIATES
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Miie SPURAIEK: Let the witness anagwer the question.
2 wiil you answer the guestion, Hr. Grimm?
4 In wmy oplnion, any wsll within the boundaries of these
poole, csi economically drain as much as G40 acres, Lf not more.
v would you say that the pattarn, as fixed by the Commig-
sion at Lo0 acres, is fair and equitable pattern, as far as these
flelds are concernsd?
Yes, sir.
3 You would say that although, in your opinion, you would
gay that a well might drain considerably more acreage than that?
&  Thav is right.
< ¥You know it will drain that much, don't you?
4 Yes, gir.
3 You know that probably it will drain in excess of that
acres;al

Yes, sir.

o rercentagewise with a percentage of the pool, as far ag

the gag walls are concsrned, is developed on a2 pattvern of 160
! acres?
| i Betwean 25 and 35 percent,
Fercentagewise, as far as the oll wells are concerned,
what overcsent of the pools are developed on a 40 acre pattern?
In ny opinion, ssgentially 100 percent,
0 Easentially 100 percent? & Yes, sir.

2 Is it a fact that most of these wells, or a good many af%

thege wells in these different pools, the oll wells are now neari#g

2 depletion gtage?

i

|
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. anob percentugewise would you say?
& L don't have that figurs,
You don't have that figwre?
A Ho, aire.
fow snow 1t 1s a largsr percent?
A Tes, slr.

Thoss Wwells that are belng depleted, the oll wells, it
is mafe to assume that they will be, in the future, convertsd to
gag wellg, 1s it not?

4 I think a large percentage of them will be reconverted
to zas wells. I don't lkmow that sach one will be, because they
are on 40 acrs spacing, the gas wells are at present given 160

acre spacing, I can sgee no need for all four oil wells on 160

acre tract being reconverted into gas wells.
7 But there will bs some reconversion of those wellg?
A  Zes, sir.

g énd some ©f them on 40 acrea?

i Yes, sir.

3 Is that trus?

5 Yes, sir.

7 A good many of these oil wells in the area have braden-
head, do they not?
A Yes, sir. ‘
4 And they ars now producing oil, or gas, through the braden-
'head, is that right?
| 4 Yes, sir.

S0 that essentially, you have there in the area that we ;

- 3 Lakiing 22 AD§ DEARNLEY & Assﬁmrss ' EL
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 are gas pools. Have you any opinion on that controversial sube

- whether an area is esa&nzially a gas pool or whether it is asaaﬁw

- tially an oil vool?

- particuiarly on that subject?

“ﬁhﬂ%ﬁﬁﬁ"f%ti&%?ﬁ

that are ?rcduaint Zas t%rough the bradanhe&d, that are located
on 40 scre unitse’?
Yes5, sir.
And some éf those will remain that way, in your judgment!
A Yes, sgir.

" §

4 How, thers has been a zood deal of testimony here in
this record, Mr. Grimm, about whether the Jalco and the Langmat

pools particularly, whether they are oil pools or whether they

ject?
4 Inomy opinion, they are essentially gas pools.

How do you determine, in your own thinking, at least,

ey

& The relative volume of the total reservoir, whlich is
iﬁitzﬂlly, or presently, filled with either oil or gas, should
datermine thav,.

2 And what is the situation in the Jaleco and Langmat area,

& By far, the majority of the resgervoir is filled with gas+
;  And in yowr opinien, has the Commission properly clagsi-

fled the various pools there as gas pools, rather than as oil

ponle?
A Tes, sgire. ;
Another controversial metter is the divigion lins batweeﬁ
the Jalco and the Langmat pools 1 want to direct your attention |

over therz to the map at the egbreme laft, and will you iﬁentify

. .
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bottom. Put 4 one on it 8o we will know what it is,.

& {witness complies.)
f i Directing your attention there to Phillips Fetroleum
| Company?s ixhibit Number 1, will you tall us what that map repre-
gents? what isg it?

4 This map represents the areain scutheast Lez County, New
Maxico, which embracses the Zumont, Arrow, Langmat and Jalco Gas

l
' Poels, along with the considerable portion of the oil producing

area within the same general area.
i % I am wondering ~- GO ahead.

i dn the map are placed the cutlinea of the three or the

|
|

}fnur gaés pools mentioned, ag well as the January, 1854 acreage,

%3113&33@@ to gas wells by the New Mexico Conservation Commission.
SIn addition, the wells which are classified as gas wells, on the
ZJanuarys 1954 Gas ¢froration Schedule, are also designated., In

;&dditien,ther& has been a comparigon made between the avarage ,
. !

production of these wells for the first eleven months of 1953, with

- the projected allowable for the {irst six months of 1954 as sghown
'on the January, 1954 Gas Proration Schedule. The wells which are |
‘prcject@é t¢ have mors allowsble per month, for the first six %
months of 1954, than their average production during eleven monthd

of 1553, sre colored in red. That is the wells or the acreage E

i

which is listed as supporting these wells. 1 am sorry, 1 balievai

I misspoks myself. The wells are coleored in blue, il they have more.
i

-

7 They are what you call your blue wells, down there in the
legend:
A That is right.

i
|
0 In addition to,Bhe ARESTIRRecthets i a figure on the map
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on each acreage tract, which gives ths increase in average pro-
ductlon per month. It is listed as plus some figure, which will

be in millions of cubic feet per month,

4  That is correct. The acreage colored in red shows the wells

and thelr tributory acreage, which are projected to have an allowals

less than their aversge production for the first eleven months of
1953+ In addition to those two colors, there is a color here,

. brown, with an indication of an "nw" which indicates that wells
that are on the schedule for the 1954 gas proration gchedule which
were not listed es producing through 1953,

2  what do the letters "nw" stand for, in your thinking?
4 In my own thinking they stana for new wells, insofar as

- the Commission is concerned. It doesn't necessarily mean that

. they are physically a new well. They may have been sitting there

for a long time. §
G It means wells that have obtained a connection to a pipe+
line sincs the institution of prorationing by the Commission? %
4  That is correct. ;
i Isn't that correct?
& Tes, sir,
¢  what other legend do you reflect there on the map?
4 I have in addition, a notation of an "ow" by & number ofé
wells that are placed on this map, which ia simply a notation of l

- wells which we have on our own recordsg - |
v (Interrupting) You mean Phillips Petroleum Company -- |

&  (Continuing) Phillips Petroleum Company, which showed |
- production during 1953 and not carried on the January, 1954, PP9~§

ﬁm 8¢ 8. ADA DEARNLEY & ASSOCIATES
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| about, wells which are now on the schedule of production of the

' that 1s on the gas schedule, that were not carried on any scheadulg

records of Phillips Petrolaum Company ghow they are producing

3

in other words, those "ow" wells are the ones that the }
|
|
i

zas wells, but the records of the Commission doesn't show what they
are?
A That is correct.
#hat does that "ow", in your thinking there, stand for?
4 1% can stand for either old wells, or oil wells. It may
be either one.
] It may be sither one?

fas, sir.

*
e

G In any evant, you found in the areas that we are talking
Commission since the institutien of proration, that were not carr%ed,

prior to the zdvent of prorationing?

& That is correct.

& Is that correct?

£ Yes, sir.

& Do you know whether thoge wells ware producing before

4

proration went intc effect here, or not? }
4 No, sir, I do not. |

&  You wouldn't know about that? I want to get back to thei

blue and the red colored acreage there on the map, which you

%explaiﬁﬁd that the blue wellg are the wells which are under pro-

ration sg insgtituted by the Commission now recelving more gas a1~\

lowable than they were receiving prior te the advent of proratioa{

ing. And the red colored acreage contsing wells that are now re-

Lrsﬁatviﬁg‘iéﬁéﬂg§§”EilﬁﬁﬁﬁgggﬁEgp&ﬁgggcﬁygg recelving prior t¢ the
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§ advent of J“@é&iicning. wh&guﬁaeéithat indicate to you, Mr. Grimm?
F & That indicates to me that under the sygtem of gas takes
é in effect in 1953, that correlative rights were not being protected.
% In other words, would you say ==

MH. RUSSELL: (Interrupting) If the Commission please,
to save my continuing to object, I would like to renew my objectian
to any evidence with reference to correlative rights as being im-
' material and outside the scope of thig hearing, and would like
to have a continuing objection to all such tegtimeny.

| Mi. FOSTER: I might explain to the Commission that
I

ds our position under the statute, that the Commission may pro-

;rata gas and absent waste for the purpose of protecting cor |
irelativa rights. That is, in other worda, you don't have to have
iwasts, I think you got it, however, but we will attempt to prove
'that too. But we glso think that you do not have to have waste

‘in order to be able to prorate gas in these fields, because you
1are authorized to prorate it for the purpose of protecting core
relative rights as well as for the purpose of preventing waste.
| #l. RUSSELL: The courts take the opposite position. |

MR, FUSTER: That 1s something that the Commission can't

gettls. It is a legal argument.

MR. SPURRIEK: Judge, can you have the witness explain
his statement ahout correlative rights?

MR, FOSTER: He didn't even get through.

MR. SPURRIZR: The record will show your continuing ob-

Jection, and the witness will proceed.
&  #i1ll you go ahead, Mr., Crimm? :
L. A In addition to the information shown on this ﬂk&ﬁ“ﬁhﬂﬁzg‘
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 tive rights, it also shows very clearly, & waste of underground

energy in that on these tracts of essentially the pame area, when |
5 one tract takes more gas than its lmmediately adjoining tract, it
meansg that it 1s lowering its bottom hole pressure more than the

| adjeining tract, or has a tendency to, which means it is producing

S ) o ) 7
that tis method of production during 1953 did not protect correlas

gas Irom a further point in the reservoir, and because of this,
it has a greater bottom hole pressure drop to the top of the well,
and it takes more energy than to pump the gas to its ultimate

market., 5o, &s welil as not protecting the correlative rights, it al-

80 ghows wastas.

(¢ would you say that the system of proration that has been
inaugurated by the Commission that correlative rights in these
fieldes are now being protected?

i Yes, sir.

& Would you say that under the present basis of proration |
by the Commission, that correlative rights were not protected ‘
under »ipeline proration that existed in the field in 19537 E

4  Thst is corract,

% why do you say that under the pipeline system of pro-
ration that exigted in thesge fielda,/ccrrelative rights wers not |
being protected? g

&  Decause, #s shown by this exhibit, that adjoining tracts,
were taking considerably different amounts of gas during 1953, anﬁ
if one owner owned 160 acres and got more than the man owning theE
adjoeining 160, then the adjoining 160 acres didn't have the

i
correiative rights protected; he was losing gas, and that is correct.

" This was the Cass, was it mot? - *
¢ Tals wag the el s DEFARNLEY & Assoc?:TEs
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4 Yeg, sire
o £o that undsr sipsline proration before the advent of proe-
ration by the Commission, there wag a wide variance in gas between
tracts of egual size?
A Tes, sir.
Y Guen you give us some of those ilngtances, just for purposes
of your axoression?
4  well, I have tc go to the next map to do it.
5 well, do that, and mark it Sxhibit Number Two.
{#itness complies.)
MR. RAUSSELL: If the CJommission please, while he is mark+
ing the map, may objections extand to all questions with regard
to washe alse, as being outside the scope of the re-hearing?

MR, SPURRIER: Your objection will be contained in the

record, Mr. dussell. Go ahead. |
7 Dirscting vour sttention there to Phillips Petrolsum 5
Company Number Ons, will you tell us what is reflected on that maf?
4 Humber Gne? |
w1 mean Number Two, |
A On Zxhibit Number Two, we have posted the monthly averagp
gas production for the wells in the Bumont, Arrow, Jalco and ‘
Langmat. gas peols for the first 11 months of 1953. The 12th uﬁnx%

¥

wag not availlable to us at the time thls exhibit was made. ¥e
nave piaced on this exhibit, immediately adjacent to ths well 'i
gymbol, the avearage monthly production in millions of cublc feet.
That map is designed to show that production on an unw

%

regulated basis just doesn't pretect anrrelativ& rights, isn't

* N
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' which didn't produce last year., It would be to the west, the gas

& That is right.

2 Can you point out some of the specific examples that are

| reflected on that exhibit?

4  Well, in the Southeast quarter of Section 3C, Township 21
South, hange 35 Bast had three wells producing during 1953, the
total monthly take off those three wells is approximately 28,000,0
a montt. The quarter section to the north had no gas wells, we ar
not listed as producing; the one to the west had one well produci
an average of 15.C per month, To the south was one that produced
6.5 to the east, nco wells; to the nurtheast, there wasg one well
of 3.% million & month,.

&  Going back over there to HExhibit Number One, how has the
order of the Commission putting in force proration, tended to
correct that sgituation that you have just pointed out? |

& In that particular quarter section, it doesn't have an

allowable, it 1sn't on a schedule as yst. The quarter section to

the north has 2 gas well which just appeared on the schedule, and

'well therz is on a 8C acre unit, and has had its allowable cut i

- some 4,000,000 a month. The one to the northeast is on an 80 acr@

‘unit, and has had its allowablae increaged 7,000,000 a month. To

the south there is an 30 acre unit which has had its zllowable in-

. creased 4.0 million a month. 1 assume that any time they want to}

:put that particular one on the proration schedule it would get §

5sﬂme, I believe, some ten million & month, I am not too sure what

the well would be: I think it would show on the schedule.

That tends Lo correct the inequities between withdrawals,

“Eetween wells under regylakad syphen.a2pd bnder & ﬁﬁn~f€gnj}ﬂnnr"*~4
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systen, doas It not?

z FrR e o 2 ° T
B Lt LB gﬁg»e‘:-&;§

| W can you give us one more example; I don't want to burden
| the reoury with them.

4 In the southwest quarter of Section 9, 23 South, 36 ﬁast+
| there wares two walls listed as producing during 1953, which pro-

duces z0me 20 millicon & month. To thas sagt there was one well

owned By the same opsrator that produced 16 million a monthe To

. the west thare was one well ihat produced 13 million s month. |
To the south, thers was no well! to the northk, there wag ons wallg
sroducing 18 million a months 7o the southwest, thers was one
well vroducing 5.2 nillion s month.

) fiw hag that been corrected; as refllected on Exhibit

Number une?

5 A As shown in Exhibit Humber Une, every one of the wells |

5 has had an increase in production, or an allowable over its last {

| year mroduction, and to the gouthsast thers 1s & new, Lwo new uni;a

heve besn added which, of courses, increased over nothing as far 5

as lagt vear is concerned. E
G Uf course, giving z well an increass in an allowable

dossn't maan it gets it, does it? ‘
A That iz right.

Iy gives it an opportunity to get 17

£

A Zaual opportunity.

Q  Tohat is all the Cormisaion can do, it can't make a well |
produce?

&  Yaa, sir.

. 7 & X 3 ;
L & That is-whst you mean by protesting correlative rights, -
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’ each &ne an eaaal chanca to produae the gas that is in place bana# h
the land on which the well is located?

i Yes, sir.

w Ig that what vyou have in mind?

& Tes.

3 Before I leave Sxhibit Une over there, those N, ¥. walls
tiat are in brown, that exhibit reflects that before prorztion
| went iuto effect, there were a large number of wells in these
fields that had no pipsline conncetion, does it not?

S ies, sir.

% And that immediately after proration want into affect
these wells waere connected to & pipe line?

4 1 agsume they wers connected to a pipe line, at least

they ware given an allowabla, and I don®t think they would have
asked for an allowable if they ﬁién'a have a market,

4 dell, are they shown on the schedula?

A Yes, sir.

Q@  Presumatively, as far ag you know, they are now preducini?

o
pey

That is right. ;

They were aot doing that belors? E
i

'

Thaet. is right.

« That, in your judgment, if the order did bring that abous,

ol

1

|
|
i

- would that tend to protect correlative rights? |
4 Yes, sir. |
% £till directing your attention there to Exhibit Number One,
there has been a lot of controversy hera sbout the dividing line ;

between the Jalco and the lLangmabl Pools, have you given that any i

i

LW e o .
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‘not there is any effective barrier between the Jalco Pogl, as

& Yes, sir.
‘ 2 #as that a subject of gtudy prior to this controvarsy
ihere betwaen the Commission and Texas Pacific, as far as you were
concernad?

A Yes, sir.

% And have you arrived at any conclusion as to whether or

delineatad by the Commission, and the Langmat Pool?
A In nmy opinion there is no barrier from & reserveir gtand-
point.
G From & reservoit standpoint, in your opinion, is the area

that comprizes the Jalco and the Langmat Poolg ons common source

of supply, or one common raserveir?

& Tes, sir.

~,

' I
- objection, however, to prorating them or separating them for pro«!

|
ration purposes, in your judgment, &t this time? j
|
i

A  Ho, sir.

Q¢  Would you say that the Commigsion, as a practical matter4

f has accomplished & beneficial use by separating the two pools forg

provation purposes?
4 In my opinion, yes, sir. : :
3 It is a fact, is it not, that the only way that aany cwne?
of the gas wall in the Jalce Poel and the Langmat Pool could |

possibly bs injured by the present line of demarcation between the

two pools would be for the allowable in the two pools to become

greatly disproportionate?

—————k Hell, 41f I understood the question, that is correct.

ADA DEARNLEY & ASSOCIATES
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& Do you have some flgures on what the allowable in the
Jalco Pool ig as it is presently gonstituted, &5 compared with the
pregent allowable in the Langmat Fool?

4 Yes, sir.

e  %ould you placse those in the records, please?

A You mean for February, or fer January?

@ well, for either menth, or if you have them, for both

months; we will be glad to have them both,

£ w2 have, 100 acre unit allowable as shown on the Feb
schedule for the Jalco Pool, 30,358,000 cubi fest; for the Langma
Fool, comparable allowabla is 40,357,000 cubic fest.

% 1s thesre enough difference in the two allowables, do you
think, to cause any interference with correlative rights between
the owners in the different pnols as they are now classified by
the Commission?

#  There might be right along the lina.

“ It might be close, but you don't think it hasg?

A Tes.

L But you don't think It has reached that point yet?
& No, sir. |
when it does reach that point, when the allowable in the?
two pools do become so disproportionate that correlative rights
are not beling protected, it would be your recommendation that thei
two pools be prorated as one pool, is that right?
& That is correct.

Is that right?

£

l
1
|
i

¢ It is & fact,Jamdinntils obhabcicprorating poola, that 1t
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! still 4is sort of a common practiee to divide them, just for con- ﬁ
; venilence purposes, for purposes of convenience?
| A That has been done many times.
} & The only way that anybody can get hurt there is for the
; allowables and the nominations in the two pools to become greatly
disproportioned?

4  That is right.

¢ Would it be your recommendation that for the praesent at
| least, that the pools, as delinsated by the Commigsion, be allowed

to remain as they are?

| A Yag, sir.

& Now, I want to direct your attention to the third map

which you have on the board, and if you would, identify that as
Phillips Petroleum Company'!s Exhibit Number Three.

(Witness complies.)

¢ ¥ill you just explain to the Commigsion what that map is)
please?l ‘
A  That map shows the pipeline connection of all gss wells |

§ on the January, 1954 gas proration schedule; that is it, I guaas.g
| |
|
g@s, sir. . ‘ w
let me ask you the purpose in preparing that map, Mr.

Q9 Wwell, that ig all it does show?

& X

- Orism, was to show that pipeline takes, if ratable as between
connsctions, between connections between the pipeline, wers not
ratable as between takaes in the field, is that right?

4 That is right.
| 4 Does that map show that? |
g Yes, s¥rv, T e
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mxplain Just how it does.

|
!
I 4L It showg that any one pipeline system has connsctions
scattersd all the way up and down the whole trend, and that if ;
sach pipeline system took rateably between the wells to which it

- was connected,

i On whatever bagis it might determine rateable take?

4 That ia correct. It thsy took reteably within their own
- Bystenm, this would still not be taking rateably with the ¢ther
 pipeline systems, and it would be probably that as they cross
individual lease linesg and individual gas unit lines, that you
would have non-rateable takes.

& Therefore, you would fail in protecting correlative righyas?
i Tesm, sir.

‘ % Do you regard it as necessary that the Commission institute
- some system of proration in these {ields in order to protect
. correlative rights?

A Yes, sir, |
% Turning to the juestion of waste, have you made any atud%,
. Mr, Grimm, for the purpose of determining whether any waste has |
é been committed in these &reas or nét? |
a4 1 nave,
Uver what period of time did your studies extend? ;
A we have made a continuing study of this whole gas sitnaaioa
| gince I first became sssociated with the Phillips Economic Degart%
ment back in 1941,
| % To your knowledge, over how long a period of time has
waste bean occurring in these fields?
L& Since the first well was drilled into, ?
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& And thet 1s evea continuing up vo thepresent time, isn't

=

& Yes, sir,
; o Have you made any charts or graphs for the purpose of
- illustreting waste that is occuwrring in these fields?
% 4 Yes, mir, I have a graph.
G Would you place that on the board?
Mi. SPURRIEA: Let's take a ghort recess.
{Hecess.)
Fie S? RAIBR: Mr., Fogter, you may proceaed.
& Hr. Grimm, will you identify the chart that you just
placed on the board there as Phillips fetroleum Company's Exhibit

Humber Four?

(vitnass complies.)
¢ will you explain to the Commission, and for the purpose

of the rscord, what is refllected on that chart?

A  ‘Thils chart shows in a graphiczl form the millionsg of
i cublec feat vented per month from four gasoline plants in Les sauﬁéy,
Hew Mexico, which are connsctzd to both casinghead and gas wells i
within the area of the Bumont, Jalco and Langmat fields. }

i
i

Q@ Az to the smount of gas being vented to thoge plants,
what doas the exhibit show?

A It shows it for each individual month. However, for ;
December of 1953, it shows that at the wWarren Honument Clant there

was gome 22 million cublc fest vented, for the fhillips Eunice

Plant, thers was 50, about 55 million cublc fleet. For the L1 ?asg

Jal Number Ons, thers was about 24 million cubic fest, and

~ Tor El Taso Jal Number, Tub. z2§§R§§E?‘E§‘Eﬂjﬂﬁxﬂr7ﬁxg
for E1 Paso Jal Humber, J¥igs, JRere ARB-HIRLO ' ic
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4 I would say in the order of seven to ten times.

Seven L0 ten tines greater?

o
s

s ies, sir.
| % in view od Lhst gitustion, is it yowr judgment that it 14
necessary o limit the prodution of gas from these wells in
erdey Lo prevent waste? 4 Yes, sir.
| Mil, FOSTER: If the Commission please, I would like to
| intreoduce the Exhibits 1; 2, 3 and 4, and the schedule that has
been referred to as part of Exhibit 4. :

“ile RUSSBELL: The applicant objects to the introduction

of thoss receords for the reason they are not within the scope of
this lsaring.

. SPURRIER: The Exhibits will be admitted.

iite FUSTER: I believe that ig all.

Hit, SPURZIEZA: Does anyone have a question of this
i wiﬁé&@s?

e ADALZ: If the Commission please, I have a ffew questions.

CROSS EXAMINATION

By ¥ii. sbaid:

5 #r. Grimm, I belleye that you testified that there was

no reagon whatsoever for draving the line that now separates the |
Jalce and Langmat Pools, as delineated by the Cormission? |
i testified thet from & reservoir standpolnt there was

0o Ireigdila

- In other words, there is no reasgon, from & reservoir
standpoint, thet 1s geological or snginesrwise, for drawing the
 line where it is? }
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& From & geological gtandpoint and [rom a reserveir stand-
point. FEngineering takes into account economics, and I didn't so
tastily.

From & reserveir and a2 geclogical standpoint, thare is no
reaso: fov delineasting the Jalco Fools sast line where it is
delinested? 4 That is correct.

Then o that extent, the Jalco Pool, as delinesatesd by
the Comendigsion, is not a separate common gource of supply, is it?

That is corract.

believe you testified that, in your opinion, one well

fouf

will drain st least &40 acras? & Yes, sir.
7 I that well happ t0 be located anywhere aiong the

sast lins of the Jalco Pool, but in tihe Langmat Pool, then that
well would drain across that line, would it not?

4 In all probabllity, ves, sir.
That would be true all up and down the 36 mils line separat-

i

ing the tws pools? A Tes, sir,
7 You sestified something with respect to correlative rights.
You tastified alse that the allowable for the month of February |

|
|
|
|
i
|

in the Langmat Pool was somewhere in the order of 40,000 HCF per
month?
& Yes, sir, thet is what the schadule reflects. |
The schedule was something in the order of 30,000 MCF
per sonth in the Jalco Pool? A That ie right.
3 In othar words, the Langmat ©ool allowable is in the
order of & third greater for February than that of the Jalco ?aal?

4 %hen compared to the Jalco Pool, yes, sir. |

ADA DEARNLEY & ASSCOCIATES
COURT REPORTERS
RCOM 105-106, EL CORTEZ BLDG.
PHONES 7-9645 AND 5.9546
ALEUGUERQUE. NEW MEX!CO



1 o
| 2 won't you think that cgﬂrelagive rights would be éiaﬁurb#d

along the entire langth of the 35 mile line, if the actual takes
of gas ware in accordance with the allouwsbles?
I think I so testified, yes, sir.
% will you refer to your Exhibit 1 and point ocut to the

Commission within the area delineated as the Jalco Pool, one single
ingtence where correlative rights were disturbed in 1953, and werg
sured sz a result of gas prorstioning?

kS From e

2 {Interrupting) wWithin the areal extent of the Jalco

Poecl, in gxhiblt 1, point out te the Conmission one singls instande,

if you plaase?
£ 1 can do it much betier on Exhibit 2, I can - here, I

dontt have the exact flgures on Exhibit 1 on the west halfl of

Section 17 -~ Yait a ooment, I havs to check my ownership on thas

one. walt 5 pooont, that is all owned by the same operator.

4 {iInterrupting) In the southwest quarter of Section 4,

. Township 23 South, Range 306 Bast, and in ths southeast quarter of

|
Saction 5, same townsghip and range, the allowable on the eastern i
guartar ”éﬁtigﬁ mentioned was increased {ive million, and the all&%»
able on tha western quartsr section, over its production in l?;},g
and on the western quarter section mentioned, wasg increasged |
twanty-aipsht million over 1953. How, I do not have the figures

of ths production, but the allowable would tend te corrsct in-
agultables withdrawals across those Lwo quarter sections.

2 If you don't have the actual production figures you dsn’#

t e

-— —
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kagw viasthar correlative rights vere disturbed in 19537

& In 1953, ves, sir, I have those fipures. 1 said that
the 1934 allowabls vhould have corrected it.

o L3 there anything about & gas allowable that regquires a
EBS purchagar O gas user to take the gZas?

4 Ho, gir.

Then how can you say that gas proration has corracted
any iunsquities that may have haretofor existed?

L Assume that he put in a aarket demand and he wanbts to
gatisly the market demand, he has to ake it according to what hig
allowable iz. ¥hether he does or not I can't say.

You are comparing actusl production in 1953 with what he
might taks in 19547

If na satisfies his markst demand.

3 To that axtent you are comparing apples and oranges,
aren't you? & I wouldn't say that.
i; it is not comparable?
4 DBip apples and little apples may be. :
% In one case you are speaking of production and the ather§
caps you are spesking of permissive? }
A4  Proposed production, that is correct.
iow de vou know that the same permissive take ~- Ha ceal@
still itake in 1953, anything he wanted to, couldn'i he? |
i Yas, sir, as long as he used it for legislative use. g
@ As long as he complled with the Commissions useg as Lo |

the benefits and the use of gas?

A That 18 correct. |
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Sn Par as you know has there been & market demand for

81l o iv ssbturael zag taken during 19533 from the Jalco Pool?

L B0, glre
U you Knowd A Yes, sir.

o lias thers been a market demand for it7

& b, gir, some of 1t was vastead.

& i don¥t have the records here, but I could find them.

i Tow 4o you kanow that some of 1t was wagted?

s Because 1 gaw 1o,

. Gives the commission thse axtent and tell us how gis o=
ration wuld corrsct it,

& i don%it have sgpacific leasss where it wasg wasted in 1953,
I drove up bhrough thers, 1 know that I saw it vented. In 1954,
I know Lhas 1t 1s still belng wasted in certain plsaces.

5o, Lo that extent, gas proration hasn't changed that?

S Ho, sir, it hasn't preventsd it at all.
souldn't & more direct way to take care of that waste
be for the Commisgsion to put inte effect, wls 4047 Are you |
familiar with Rule {047 4 He, sir.
1% deals with the equalization of the gas well gus,

deacyribaas 1t shall be used for certain benefits and uses. Did

you not tegtify on your direct examination hat, in your opinion, |
the sasinghead gas produced from the Jalco area was produced fronm|

!
the mama reserveir as the dry gas? 4 Yes, sir. ;

4 would it Follow then, that the eil produced from the

wells in the Jalco Pocl was produced f{rom the same reservoeir as
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: the dry za?
E fag, sir, uriing you mean the Jaleo Pool to bs the ares,
|
g not the verticsl sxtent.
§ ;I wm talking ehout The areal extenmt of the Jaloco Poole.
A {sg.
;I am talkine about the oil produced from the wells within
. that arssl axtant, A Yes, gir.
< You testified thot caginghemad gas wag produced from the
same resarvoir as the dry zas? v Yes.
% ZTou testify now that the ¢il was yroduced from the same
regarvolr as the dry gas? 4 Tes.
voes 1t follow then that it is &ll casinghead gas?
Ho, sir.
~ wherever the gas is in contact with the oil, is it |
cagdnzisad gas? 4 Ho, sir, only vhen produged.
I will zsk you the gquestion another way. Vvhere the gas
is in contact with oi1l, is it gascan gas?
L I can be,
Are yvou Familiar with the Commission rules and defini -
tiens, which provide that gascar ges is caginghead gas?
& Ho, sir,. |
5 'The Commisgsion, in several cases, ¥r. Grimm, hes zramted

CUEPELUTn -

anion Lo

I balieve possibly your company is one of them -

dually complete gas wells in the Yates fermation, ofl

welle in the Seven Rivers formation. Are you familiar with thoss
applications?
4 I am familiar that there are some. The individual cases,
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! 4 I am sorry, would you repeat that question, I lost it?

| & Y am talking about & Yates gus completion and the Seven
| 2

| Rivers oil completion. A Yas, sir.

complstion was coming from the same reservolr as the gas that is

sroduced from the Yates? I believe that is your testimony, ig it

not?

&L &

the Jaloo area, under youwr definitlon then, you have one
well groducing twe allowables from the same well bore, do you not?
f &

ing an allowzble of gas. If you call it two -

| gas, that

PESETVOLY

caginshesad gas produced with the oil, from the Seven Rivers oll

S

A
%

cres, I belisve that was your testimeny, was it not?

our definition, il any such dual completion exists

R

fme wall producing one allowable of oil and one well prod

ind the gas associsted with the oil, or the casinghead
is produced from the oil is still coming from the

ag the gag 1g7t

1 wanted to bs sure that it is your testimony that the |

i

4 Yes, sir.

T8 pne well willdrain 640 acres, Mr. Grimm, or at least

g

{28, E

o would you recommend to the Commission that they ra—éafiﬁé
~as undbs? & sir,
2 iut them on a begls of G40 acres?
Ho, gir. i
7 Doss the dralnace area of a well have aunything to do
the leaze lings or fence lines?
5 Ho, sir.

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL CORTEZ BLDG.
FHONES 7-9645 AND 5-8546
ALBUQUERQUE. NEW MEXICO

=3 G




-
¢ vo, that in prescribing the proper proration units, the
Commlssion, ifit is going to give consideration o the area that
ig drained by the welli, should be permitted, then, under its

definition of units to cross section lines, should it not

A i don't belisve I quite understogd that one -- 1f I might

& 18 a well will drain OO acres, at least, and forming
it, under the proration unit which the Commission ascribed
to that welil, should not the Cormission be permitted to crosas

section lines, if the operator owns acreage that 1s across the

.3

section linesY A T think s0, ves.

2 Your Exhibit 4 there, on the gas venting, do you know w&%t
percentage of that gos vented was gas well gas and what parcanhag%
wag casinghead gas?

4 I nave no way of knowing that. No, sgir. I know that they
processed both kinds. I assume it was co-ningled. !

v You have no way of knowing, even if you shut in all the

gas walls, some gas would still be vented?

o

i

|
fertainly, it would be minimized. Yes, I think they would
have %o vent some gas in the operation of the plant. |

|
{
'

That is necesgary in all plant operations?

&7

A Ysg, sir, !
. ADAXR: Thst is all.

RE-DIRECT EXAMINATION

|

i
{

|

& when were you last up through these fields here, for the

purpose of seeinz whether any gas was being vented?
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sould the gas belng vented Lhers, Ut you observed, have
anyshing o ao with zas prorstion?
Tes, s8ir, . would think 30.

L If it were casinghead pas?

Is it your contention here that casinghead gas ip subjscl
to paspororation?
& It is my contention that we haed an ordex that called

Jalec znd Langmat as gas well, and they could produce gas without |

imiting gas-0il ratio, as lomg as it was used for benefllcial usage.

i My noint is this, Mr. Grimm, zas proration did not prevent

vanbing of that gas, 4id 14?2

o, sir.

Mi. ADAIH: That is all.
By M. SRLLAHIH:

M. EELLAHIN: GDamedan, Conbinental,

You tegtified that vou found ne dilference between the
regervairsg, which would justify, froum a geclogical or reservoir
polnt oI view, the lines belween Lanemat and Jalco. 24id I under=

stand you correctly?

Yeg, sir, : :

. Did you find any discrepancies between the characteristigs

of Lhwe twe pools at any podnt?

Ho, sire. |
i

2id you find any differencs in the bottom-hole pressurs ;

m‘

1 the vicinity of that line, on on= side or the other, within th¢

b
. |

i
i
|
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& Jhere are some alipght differences, but no discrepancies
that would indleate tu me thoy were different reservoirs.

Could you agtablish a trend as to thome diiffarences? Air

k'3

they nlgiuer, for exemple, in the Langmat, or lower in the Jalce,
or vice versa?
a1 don't think so.
2id you find any difference in sulphwr content?

‘\

3 there 1s some difference in sulphur content over the pool

as a whole, bubt that is true, in many other gas ressrvoirs, {
M. SPURLIGR: Could you spezk up a lttle, Mr. Grimm?
T will trve
do you find any uniformity in that difference, as betwesn

Lhe Langmat and Jalco, ir. Grimm?

-
&
P
o

4 1L have not. I have not made a study specifically for

o

that, other than I have studled the difference in the content,
and {ind ne reason to believe that they Jjustify a difference in
the reservolr,

dov many wells have you examined as to bottom-hols

pregawre? . i

s21l, I don't know how many wells. I have either drawm
grr had drawn Eattc% hole pressure maps on this area, I believe,
on evary bottom hole prassure survey that has been made since
1941, on & number of wells, I didn't make a count of.

Hil. KELLAHINY That is all, thank you.

T

b e

i, OPUHRRIGR: Anyone algeV
(Gte BVAHL: Mr,. Stahl, Permian Bagin Fipeline,

% Just one or two questions. I belleve you testified that’
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durdns 1953 there wers csrtain ;geqn;tias existing i? the various
pools under discussion, 4id wou nei?

Tes, sir.

whasn Wag gas ororation put into effect?

s sanuary i, 1954,

o dr. Grimm, ss & practical mevter, will the institution
of gasproration as of January Iirst msan that all of the in-
sguities »nich exdsted prior Lo Januwary first be automatically
elimiunted as of January 2nd7

o, sir.

in other words, operators and pipslinecompanies, if they
oparace in conformance with she rules and regulations ss established
by ths Comsigeion, will tend, over & pericd of time, to eliminate
thnese insquities which did swxist, will they not?

A That is right.

Gut, it doss take some periocc of time?

-
Jes, sir.

S A TTY 1. % -
¥z, BTAHL: Thsat is all.

¥i. ZFURRIEH: Anyons siset

W Hr. Griﬁm, you tegtified as Lo the sllowsble in the
Jaleo and Langmatiool durdng the month of February?
Yes, alr.

Tou hrought out the point that the Langaat was &§gra:ima§aly

*

ons~tilrd greater during the month of February, the zssigned

allowablss, than the Jalco, is that correct?
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monsh

ware congidered as o unit?

o are you femlllar with what they were during the month of
January?

A 1 have a scheduls that I could =
+111 you give the Commlssion those figures?
imring the momth of Jamuary, 1954, 160 scres in the Jalco
Poal was ullowed 36,421,000 per month. 160 aeres in the Langmat
Fgol wag allowsd 30,852,000 sar momth.
“o, tBhat from the figzures that you Just read it ADpears
that the zllowables assigned te Langset, in relation to the Jalco

ware [reatar ong month and than the opposite was trus the next

4 That 1a correct.
1 Have you studisd our rules that have been devised in the
gZag puslsy
Yes, sir.
¢ Is there any concrete way to squalize them over a one

AR

E

B

» &3 between pools, unless 2ll of the nominations

1 don't beliove go. i

o But, you could squalise them over @ period of, say, mix |

months, couldn't yout

i 3 "}55; Si;?‘. :

!

wre wouldn't be any lpequities between pools,

i Fot over 2 six month serdod, thet is right.

YTou were guestioned by Hr. sdair, pertaining to dual !

cempletions. Do you see anything wrong with allowing a dual come
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- pletlon, silowing tis dry gas to b wouduced from the Yateg zone

oduced fronm Lhe

and the so-callod casinghead zasz and ¢il to be pr
Seven lvers sons? Do you ses anytidng wreng with thay?

& Ho, =mir, wmet asg long as the gquantities were comtrolled.

- Unregtriciesa production would tend to promote wasgte.

i 48 long as the gas was put o baneficisl use, is that

“ell, that is another lactor, but, asg between the two

o

gomplationg, ithae use of the gas, I don't think would nscessarily

w Mire UGrdmm, pertaining to proration undtbs, you testifisd

what & well would drain at lsast GLO acres, but from the practi-

cal svandoeint it is your recommendation that the proratinn unis

ghould be sn area of 160 acres, ig that correct?

1 believe 160 acres would be a practical proration unit
withisn thege fields, inamsmuch as a good part of the wells are
bradenhead completions and you already have those complsations
avallsble s seon as they are officially c¢lesaned up and put on
their schaduls.

Tou would wrevent scononic waste in some respscts by

»

avaying ot 100 seres, would you not?

2

o,
i
pot

beliove so, and would cost lsss noney.
don't you think there should be some control on whare a

wall iz located in that 160 acre ares, vhen you assign it 160

& L Leldsve that there should be rulings as to a regular

. |
locaticn on 160 acres, or, for that matter, on any unit. However,

e — ——— _— L

i
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! from neighboring wells on the othar sides

e e o e e T S e e e e e —— ————

I think it showld be left opan for exceptions to be grantad,
providing the surrounding cperators did not object.

3 By exceptions, you mean a unii greater than 1607

4 Both a unit greaterthan 140 and sxceptions to the spac-
ing of the well within the 100,

Do you think it protects corrslative rights to prorate,

if you sllowed an operator to have an allowable greater than léG,]
if the wall location were in such 2 pogition thet it would be |
eﬁﬁ§§a%%iy on one side of thz unls, in relatipnship to the other
81&5'3 1 beliave that the allowable could he 8¢ sat as Lo pro=-
tact correlative tights. It is probable that if 640 acre unit,
such as you ﬁa#eribaé, ware given four times the allowable of

160 acre unlt that it would probably rroduce gome of its gas from

neighboring acreages, and in turn be drained of some of its gas

& You testified also to the affect that the Jalco-Langmat
area was essentially a2 zas ressrvelr, is that corract?
~ Yes, sir.

1f thig Commlission were 0 allow unrestricted ﬁiﬂ&drawal§
of gas from that area, would that not tend t¢ reduce the total |
recovary of the oll on the oll rim of this reservolr?
~ Yos, gir, it would cauge il to migrabte up in the
regerveir, into the gas zome and wet the formation, the reservoir
walls, 25 1t wers, and be lost forever, as far as producing is
concerned.

L That would be vary wagteful, would it not?
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| o imv. Grimm, back to this exception on 160 acre unit, aren't
| there cascs where, 17 the Commisslon did not allow exceptions that
| 1t would result in the canfiacatian of proparty, that it wouldn't
| be economically feasible for some operator to go over to thas end
5 of the unit and drill a well, and 1f he wasn't allowed he would
~essantially less his property unlt, isu't that acrrect?

‘/ & Thet ig right.

W Mr. Grinm, voeu havg the Langmat and the Jalco, you consider

thenm & sommon regervoir, is thst corroct?

& YTes, sir.

§

what about the Quesns zone in that reservoeir?

& I belleve it is common with the otherse.

- Pools should be extended o include the Queen, is that correct?
A Yes, sir. \
what about the Zumont with relationship to the Langmat and

the Jalco? |

4 I balieve they are all one reservoir,

In other words, we have got one great big gas sheet thst

“

extends from the top of the Yates to the base of the Queen, is

that correct?
&  Yes, sir, oven lower in som: instances.
% Are you familiar with the pool delineation that the
ﬁaﬁmisaian set up in Casge 2457 Have you gtudied that at alil?
A Hot as a case mumber. I may be familiar with it. |

; Y Bubt that was t&e arder wh13y the ﬁammissian,set uy th@se,

—
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& You believe that the vertical limits of the Jalco and Langmat



poels, the Jalce and the Langmat and the Arrow and the Eumont.
Have vou studied the record or any of the test

those ooges?

b

I have not studied tha record or any of the testimony

e
o

of the record, that is right. I have seen some of the exhibits.
Goulu you specifically stabe which sxhibits you might
have gean,was 1t the map that ocutlinsd the »ool boundaries, by

any chance?

& I may have it here, I don't know. I did see the map &h&?
ined the npool boundaries. I don't -~ It seemg -~ I don't knou
it as & nnm%gr. I am sorry, I do not have any of those maps hered
In view of the circumstances, is it your recommendation

that the Commission re-define the vertical limits of the four
poals, which you have listed on the map, and combine them into one
eommon DO0LY

4 Pid you say vertlcal?

waell, I said vertical, inscfar as I was talking about th
Jalen snd Langmat. The Jalco and Langmat do not include the base
of the SDeven Hivers and Queens zone, as the Bumont does, I balie?é.
4 I6 you mean from & reservoeir standpoint, I think that th%t
would bhe the slmplest thing to do. From an administrative stsnﬁ-i
podnt, I hove no quaerrel with the way that they are presently |
delincated.
Do you see anything wrong with the way they are presently
delineated?
4 to, sir.

Ja you kaaw ef any reason gnyﬁ wnder their present d@l&ﬁ#
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J - ) !
\ o5 % » &
| eatlion, anyone will be deprived of any of their rights, or there

g would be any waste involved if we left it the way it is?
| £ I think, the only suggestion as to the way it is, I
think 1t vrobably should be breadened to include more area for

‘

aach of the pools, in order to be sure that there are no vacant

| areas witiin the reservoir that are not teken care of by at least
z one o the other of the pools. I think, as it is now delinesated,
i I think it can be very definitely ussd to prevent waste.

|

% HH. SPURRIVR: Are there any other questions of th

I

)wiinésa?

‘ MR, KELLY: I would like to ask the witness one ques-
tion.

By MR. KBLLY:

ot

e

i G What is your definition of s gas well?

| L Gas well 1s a well that penetrates a reservoir in which
ith@ reservoir fluid 1s in a gascous state and when it is produced
it produces only fluid which was in 2 gaseous state in the resﬁrvuir.

¥MR. KELLY: Thst is all.

MR, SPURRIEA: ¥We will take a recess for lunch and come

“bhack 2% 1:30,

‘u.)

{3ocn recess.) ; i

AFPTERNOQN B ES5SSICH

B

Mil. SPURRIER: The meeting will come to order, please.
~Judge Foster, do you have anything more?

Mi. FOSTER: Ho, sir, we are through.

¥, SFURRIEH: I mizght say thig, do you have anymore to

|

present, Mr. Adair? |
i |
e |
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Yi.s ADAIR: we may have a little more.
. 3PURRLIER: The Governor can't be here until later this
afterrosn. +e would like to hear the rest of the case. [ suggest

that wa pass or recess sase 582 until he can be baek.

wersaupon the taking of further testimony in Case 582 was

continuad,

BUBLING S28838K f
Toursday, February E&s 1G5 T = G230 AWM. |

oy

M. SPUHRIEHRS The neeting will come to order, plexgs. na&cra
we get lnto the hearing, I have an anncuncement or tws., Lne is a
~directive, wiich we dated February 1Uth and asked for operators in

s

the Tull and Alinebry Pools for well logs., Ye note in the ﬁirectike
that very fsw of the logs have veen submitted. The Commission
eeds Licse logs and we nead your ¢ooperation in getiing them in,
We lefr one thing off the directive and that was that they should
' be mailed to the Hobbs office. If they have been mailad to Santa
Fe we willi see that they get there, but it will save time and cone

| fusion to pall ther directly to the Hobbs Office. )

The Lirst case we want Lo consider this morning is ta geo bgck
i

the Jalce Gas Pool, Mr. Stahl. |

8
et e o e . . L
e STARL? 1f the {ommission please, I would like permission

-

- to maks i brlef statement becgause 1 have a plane to cateh av 10:00
this morning.

L. JPURRIER: Very well, |

|

Ve STAHL: In reviewing the transcri f th -hearing |
T&HL? n reviswing the t script of the re-hearing and

cdn listening 0 the testimony which has Deen presented, it appears

‘to Percian thal certain elements of dispute might have easily been

resolvad vy sope other method than by an order of the Commission
which nhen has the possibility of going on up through the Courts.
If I might briefly review the method by which these rules were
derived, iy might be of help to everyone.

i8 you will recsAREMN l%mdus#vffaiuaittes was asked to devzse
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& sei of msle proration rules for the proration of gas in the

four Couni area, That was Jdone, and as anyone whe knows, who

serve: on the Committee, there certainly was no agreement Letween

all cormpanies represented. it was thought by people serving on
the Committes that any rules, even though we knew that they were
probasly vague in some cases, probably incorreet in others, would

¥
w“

be of helip te the Committee in setting up proration, S50, 45 you

all know, those standby rules were written. Only one set of rules

- was writtsn, even though it was to apply to many diversions,; to

wits aine different zas pools, with different problems in each

pool. The Commission then put those rules into effect, effective

Januarv lst. It seems obvious, at least to Permian, from the
evidence that has been put in in this rehearing order, that there

are certain elements that need further definitien in the rules;

| that tis yulss, as they stand, are probably improper. They do

need sonme clarifiecation, So, it would seem to me that it would
save svervonets time and money, besides, we would know where we
stand rether than having to wait for the Supreme Lourt to tell us

where we stood, if the Commission would take it upon thamselves

|
i
|
|

i
l
!
I

- either to svpeint another industry committee to study certain of the

specific oroblems and come up with recommendations, or on their
own mction to sSet hearings to review sach of these problems and

postpone an order on the rehearing, as requested by T and Py, and

all others have an opportunity to review either what is the result

of the Committes work, or what may be the result of the Commission's

- gpening up certain of these matters on its own motion.

G

For example, we have listzned with a great deal of interest

1
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to the evicaence., ¥e feel that there are generally five areas of
dispuse at the present time. The first of these is with rsspect
to ths pool limits. Since thers is dispute about that, it would
appear Lhat the way te handle 1t would be to held 4 hearing, at

which time each interested perscn could come in and put on their

evidence with respect to whether the pool should be redefined or |
' not.s That appears to be one of the mairn elsments, It would saemf
| to me t3 be benefieial to the Commission at this time to get the

: thoughts «f 41l the expert witnesses, which could be made availabﬁe
on whers the pool limits should ba. The second area of dispute

at thisg time, as we see 1t, is whether an operator has the right

to multiple allowablies for one well. For example, 1f you have
480 acres in a particular section, and you have one well, whether

you wilil be permitted, providing that you can justify to the

! Commission, on the engineering evidencs that you will have three
allowables granted for that one well. A8 it is presently written‘
you are permitted to ask for an exception but there has been no
policy or no rule laid down, to date, by the Commission with re-

spect to knowing where you stand. 3o, it seems if the Commission

would properly qualify that right by saying that the operators
have to¢ show -~ demonstrate through engineering evidence that the
granting of a larger allowable, or a multiple allowable, is justi%
fiedes If they knew they had that right to start out with, we |
would eliminate the sscond area cof dispute.
‘ The third area, as we see it, is in the definition of a gﬁs
| well, as opposed to an oil well, particularly in those poels
which are primaril" gas poels, Dut ae ha?e a rim of oxl around

— — 1
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{

them. . uont®t think there iz any seriaus diapu%e among tﬁs vari-

1
|
|

ous eperators, it is simply a question of clarification. Again,
no one Knows exactly where they stand.

The fourth item, which is a corellary of the third, is that

the proration of oil wells in & gas arsa at this time, the effect

! is rather vague. If the operators knew that if they had an oil

é well 1o what is designed 4s & gas pool, and if they were going toi
2 be permlited Lo produce the oll upon the same basis as the gas is?
| produced {rom an off-setting gas well, it would go a long way to |
| resolving what appears to be a lot of objections.

The Fifth area of dispute, which seems to me relatively

minor, and easy t¢ take care of, is t¢ sliminate the necessity of

a hearing on an unorthedox location of an existing well, In other
| words, an ¢il well which is played out, which has not been 1ecateJ

properly under the gas rules where tha operator wants Lo re-com-

plete that as a gas well and get an allowable on it, even though
it does not conform to the Commissions spacing order with respect
te gas wells, since it is an existing well it seems to me only proe-

~ per that sowe procedure be set up, other than the necessity for

hearin: for classifying that as & gas well.
These five items, of course, present some problems, but i#
seems tu me we are net golng to solve the problems by taking this?
matter up through the Courts. If there is an area in which the |
' Commission and the Operators Can work to solve the problenms, ahoré
of litigation, it seems to me it would be to everybody's %enafit.;ﬁe~
; viewin: evidence that T.P. has put on their objections, their first ob-

jection dsals with the boundary line. They have put in evidence

S —
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litigation in vhis suit and still continue with proration,

Refiniwy

helf of

where
- ares that can be resclved short of the Courts. The first point

have ralised 18 whether their minimum take provisions in their

| Ts F» nas readily admitted that they have not been hurt and that

 tors ard interested parties do, that there is an area in which

.t the boundary line is lsproper. 1t seems to me it

8 a1l of us to find out whether the boundary line is ime
and ii it is to move it. Thelir second area is with re-
o the granting of the three unit allowable for one well

may have 480 acres which is contiguous., They have made

cion, which as yet has not been heard. Here again is an

t with &1 Paso would be abrogated by Commission action,

Iy seems to me, here again is something that can be resolved.
nes Desn taking more than the %50 a day minimum., 1t seems
uek tinmes as T, Pe 18 hurt they then have right to legal |
which fully protects their rights, even though the time
stioning the wvalidity of the proration order may huve passed.

Basin Pipeline Company feels as I feel, many of the opera-

cooperative action, and through re-writing the rules to

what your rights are a4 littls nore clearly, we can avoid

I thank you, and I will see vou next month,
M, BPUARIBKR:  Mr, Hinkle.

Mii, HINKLE: Clarence Hinkle, rzpresenting Humble Cil and |
o wompanys I would like to make & brief statement on be-

Huphble, We agree, in part, with whait ¥Mr. Stahl has pro-

'posged, but ix part disagree with him. We believe that the evi-

‘dence ubL on in this case clsarly ectablishes that gas pro-
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o o {
ration is necessary in order to prevent waste and protect correla-

tive rights. We want to comsend the Commission on their action
that they havs taken so far in inaugurating gas proratien in
southiern .ew Mexico., We think that the field rules that were
adoptad for these individual fields were probably the best that
could bz zotten up under the circumstances.

¥e feel, however, that ths Ccmmission, as well as most of the

oparators rsalize that these rules are going to have to be amended
from tims to time, 10 take care of inequalities as they bob up and
do exlst. This evidence has also shown that there is an honest
differsnce of opinion as far as the delineation of some of the
fields are concerned, We would like to suggest tc the Commission
that it appoint & technical committee to study the special field
rules that nave been adopted and to study or re-evaluate the
definition of the various gas pools in the light of proration,

- with possible revision of them to cover the sepurate reservoirs

as they existy for that committee to report bachk to the Commission

in ample time before the end of the present six months proration

. periecd, so¢ that the Commission may adopt additional rules or re-

vise the sresent rules to take care of the inequalities that may
exist; and to alsc possibly revise the delineation of the fields,
i I think tuat particularly applies to the Jalco and the lLangmat
: Fields, and those others where there may have been & lot of old
| wells drilieds It is & problem that is hard to cope with. The |
Commission has a hard job working out all of the inequalities.

i think, also, the Commission should consider in connection

; with entering 4 supplemental order or an amended order in this
g WEE ADA DEAaI;ﬁ EY & Assoc1A$Es
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units. Thare i ampls testimony in the record to show thal one
well wiil azsdequately drain 640 acres. I think the Commission
could soclve a lot of these problems, administratively, if they would
- amend your field rules in the Jalco case, which is pending, teo
' provice for & standard unit of OS540 acres. That would mean that
the £.5 would get an increased allowable, which would be sgual to

four times the allowable of 160, which has not been set ups It |

. would alss mean that the Commission could assign, administratively,

|
' 1
| without these hearings, acreags In each section to the different

wells and in reality accomplish the same thing that you are trying
to acoomplish by setting up the 160 acre units the hard wav. E

I think the rules should also be amended to provide that no
exception would be allowed to tre straight seetion, 640 standard
. urit, except whers consent of all interested parties is cobtained.
é That would tave care of the case that was put on here yesterday by

the Gull, You coulc make an exception of that kind after 4 heare

ing and afteryou showed the consent of all parties or showed that

" the progonent of the application swned all the acreage involved.

£

I think, by following that kind of procedure it would answer

95 pevcant of all the complaints and, 45 I say, it would eliminatd

the filing of a lot of these application for the approval of |
unorthodox units. In the end it woula accomplish the sams thing |
thatthe Commission is attempiing to accomplish Ly the 160 acre

tandard unit, which you have set up under this present order. ;
There are a2 lot of operators who have held back the filing of their
~applicacion for approval of communitizatlon agreements and une :

prthodox or non-gtandard units simply because they wanted to see which
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isgion was going to rule on this matter, Thare has
beer no order, as Mr. Stakl brought out, yet, approving an unerth

dox location. II you would amend the rules, as [ have suggested,

than I talni it would be clear what the problem is, and you could
immedicielr straighten out the whole matter. Then, by appointing
' this comuittee, by the end of this six months period, and having

the superisnce of this proration period, at least three or four

exist and how they should be remedied, the Commission would then
be in & pusition Lo revise the rules to take care of all the in-
equalities wnd possibly re-~define these fields as the T. P. has
suggesLet.,

Mo BMITH: Js K. Smith, Stanclind 01l &and Gas Company.

I wouid like Lo subscribe to the statements that Mr. Hinkle has

made. 1 think it ig 4 reasonable approach and a fair approach, an

there dre onz or twe other matters that present themselves, from

a tecinical standpoint, There has been svidence in the record

which would indiecate that gas may migrate from the Langmat Pool
~ovar into ths Jaleco Pool; and since the original call of the
docket <o this particular preceeding didn't contemplate the fact
that another purported field would be affected, there might be
some Guestion 48 to the jurisdiction of the Commiassion in this
particuliar procaedinge 1 think, however, there has been enough
- evidence in the record to establish thzt there are certain

disturvances of equality rights in the Jalco Pool which would

Justily thse Commission in holding the order open during a peried

cof time of review, as to whether or not the langmat Pool and the

- —— - ———

months L0 g0 by, Lo show what the insqualities are, and where they
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|
- Jales Fool o constitute a common source of supply.

I certainly heartily subscribe to what Mr, Hinkle says in

i raspent Lo making a4 complete review of this entire asrea ir order
to eBvacililsh whether or not the withdrawals have been in such a
pature 4s te protect correlative rights of all the parties in the

entire ares. I am not familiar with the present situation with

regpect to the sales of gas (o the Carbon Black Plant down there. |

i
-

. I recall there was sowe evidence in the record before that the

withdrawals in the sour gas end of the field vo the Carbon 3lack |
Plant, {rum the City Service lease wers in order of nine times thé
withdrawals of the gas from the T. P. lease. Of course, such a dige
proportionats withdrawal, completely unregulated would cause an
accelerated movement of gas across the entire area. I think those
are factors which the Commission must, of necessity, consider
under tne directionz of the Conservation Act.

¥its SPURRIER: Mr. Kelly?

M. KELLY: I would like to subscribe te Mr, Stahl's
- recommendation in that the Commission appeint a technical committee,

 providsa, of course, that it is represented by all segments of the

industry, including the independents, and alseo, I would like to
see the Committee study in particular the defining of the gas
‘weil. +% 1s my understanding that a neighboring State has a

statutory definition of a gas well as one being, as a weil that

;pradnces in excess of 100,000 cubic feet of gas per barrel of oil.ﬁ

I think, if some type of definition is put into our order, that

éthe cenfusion resulting after a man drills a well and wondering |

%u&ather he is golng to be put on the gas or oil proration schedule,

mivimizeds
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Cpractieally impossible to satisfy everybedy or tc write a perfect
order, or, as far as that gees, to put anything before any zroup
composed of as many diverse elements or interests as may be rep-
resentel in this situation., If you are going to wait until

i
eventually vou get some kind of an order that completely satisfies

every.aiy, this gas will have long since disappeared. We suggest
Lttt rou hold on to what you have now. Ve agree with the appointe
:meﬁ%s of summitiees to study the matter and improve it, but we do |
not Suigest that you discard & year's work and a vear's negotia-
tieon on the part of the operaters anc start afresh at this time.
Mii, SPUHRIZH: #Mr. Howe?
i, RUWE: Hartin A. Rowe, representing Sun Uil Company. e

concur Lu part with statements from practically all of those who

have preaceded me here this merning, but I think we bhave probably
S dissenved in part from practically all of them. Our thought is
- that there are probably some wrongs in the rules that have been

written, We concur in the idea that if those things are to be

corrected, that a new hearing would have to be called with proper

gcope of notice to cover it to carry out whatever the evidence

shows 1s nscessary., For example, if the evidence shows, as it apﬁe&ra

to me o have been shown by the evidence presented here yeséerdayé
that 540 acre unit was the one that could be sufficiently &raineé;
by one well, then il appears to me that the order should be written
following the evidence, but after a parliamentary hearing.

| Yow, 48 to the idea of appointing a technical committee to

_ e ——— ——— - i
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% Over what vperiod of time iz gas vented reflected on that
Exhibii Humber 47

A Por ths 12 months of ths year, 1953,

i 12 months of 1952, Have you also prepared a schedule that
ghows the operators and wells that are reflected in the chart there?

i Yes, sir. For each gasoline plant whose vented gas I
reflected on Phillips Exhibit 4, I have a gcheduls that shows, by

months, the number of casinghead wells connected, the number of

 dry gas wells connected, the total number of wells connected, the
| monthly gas processed in MCF, for casinghead, dry gas and total,
} and the total gas vented at the plant for the month. |
§ L Let me ask you this question., You have used the term
. Weaginghead gas” and "dry gas®.

&  Yes, sir.

For the benefit of the Commission and for the record,
will vou tz2ll us what you mean by those two terms? i
4  Casinghead gas is that gas that 1s produced from an unﬁs%-

ground reservolr with oll production and from the same well hore;%

'
b
I

ind what do you meaan by the term "dry gash? |

i Dry gas is gas produced from a well which is produced
without any oil, and is produced from a reservoir which contains |
only dry gas, or from that part of & reservoir which contains |

only dry guas. |

=

7y Now, the gZas that you defined here as cusinghead gas

is produced from the game common source of supply, or the same

. common reservolr as the gas that you have found as dry gas, is it
b |
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§  HNow, the oil wells that are in these areas, some of them

gas=-cil ratio limitations, do they not?
nt

»
)
£
ot
!—h
L]
+
pode
0

Lo

Eil
e

would you regard that gas thet is being vented in these

plants, inciuding the Phillips Plant, as belng wasteful?

A Tes, sir.
3 Do you think it ought to be stopped?
&~ Yes, gir,

% Do you think a proration, such as the Commission here ha?

promuigated, limiting ges well gas vroduction to market demand

will

it w

of w

prevent gas waste?
A& It will reduce waste and prevent waste. 1 do not believ
i1l completely abolish it.

2 It won't stop it? A That is right. :

ey,

¥ But, it will slow down & little, won't it?

e

Yes, sir,

QO  Bearing in mind that one cf the gtatutory definitions

T

astbe in this Stete is the production of gas in excess of the

|

reasonable market demand or the transportation facllities for ;

the

woul

handliing of the type of gas produced, what would you say, f

4 you say that the producing capacity of these gas wells in

these fields is in excess of the reasonable market demand for gas

in t

ares

he area, or the transportation facilities in the area?

4 In my opinion, the producing capacity of the gas in the é

o

is many times greater than the transportation facilities.

2 How much greater?
] |
e e e e - . e i
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iRt wWoodward?

s WONDEAZDT We thnink 1t 1 apparent tnat this is & problem

requirin; continuing studys However, it has veern under considera-

tlon ior nearly a year now, and these varlous orders do not pur-

port o bt the final orders or tihe last word, thev are probably ndt

the bHs:30 rede vhat could be written. There may be other methods |

that could have Deen vaken, but we think that recogniszing that

thiz is = transition of order inasmuch as it clearly contemplates |

further svudy of the alleecation factor that some real progress has

le in she course of 4 year. We would be reluctant, after
& year's conslderstion, probably long overdue, to discard what pr
888 1as Dpesn made,

S5 far as we can see, there are two problems presentsd by |
these fislise One, of course, being the proration or limitation |
On Production o mset market demand from the field as a whole. |
The secona 1s & problem ardsing fronm the fact that your well loca-

iens are Jargely established, vour wells have been dfill@& some |
| vears sz0 as oil walls and recompleted as gzus wells, and then yaal
 have uhan the problem of dedicating acreage to these various
existing wells. Now, much, much times and negotiation has been

Q spent in attsupting te work out means of satisfactorily dedicating

'asreage Lo these various existing wells,

We dor?t abject, in any way, to further study, in fact we
;thimk that the order as it stands now, clearly contemplates ita. }
We urgs the Commission to do s0. We ask them to hang on to what they
 have now and wodify and ilaprove what they have, rather than after

a ysar®s gtudy and alil this lengbhy negotiations to discaryg and
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further study the thing., I belisve that is probably ocur differing
point. e doutt the advisability of doing that. It occurs to us
that the Cosmissiorn has its own stafi to study these things. It |
has its own staff Lo study the svidence presented 4t these hear-
ings and that is the matter that the Coummlssion is to pass on

the evidance presented at these hearinga and not whiat the ldeas eﬁ

some cubside committes might have. In othar words, I can well see
i

z 4 3 % X "4 ¢ "1 i K Pk & s 1
| where it mizht be construed as an insult to this Commission teo -

suzgest ther get somebody else to do the work. 1 think that ths
Commission should pass upon the evidence presented at these hear-
ings and not have some commitiee take 3 vote as to what their

ideas zr2 on these marters. 5o, I would like to urge the Commissi

to oot appoint this technical commitiee or any other committee of

%—a

any kind, but if another hearding is necessary, to get oul a4 new
netice and do whatever is necessary based upon the evidence pre~

sented ot tLhe hearing.

Mi. BPURRIZR: Mr, Adgir? |

¥iLe ADALR: If the Commission please, Mr. Stahl came by

eariior ithis morning and asked if it would be all right with us
to interrupt our case in order to maks a statement, which, of :
course, it was all right with us. We don't object to the state-
ments that have been made, We would like to go ahead and eampleta
our record in vhis case. After we have done so, I would like at
that Lime bo answer scme of the matters that have been raised here
on ths floor,
. SPURRIER: Very well.

Hit. RUSSELLS 1 presumes that other interested parties are

e ———— . . S . }
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going oo ﬁffﬁf‘&ng u%é%iﬁ@? or evidence at thzs po;na, is that

correct?

Fiie FOSTERZ? Hre. Chalrman, I had one matter that I would
3

!
|

Yike o sall the fosmissien’s attention to before 1 saw that

we had concluded our case, I gould do that very briefly if I ma
b Y ¥

de 8u now. |
i, WALEKE,Z Proceed. ;
Mo, FOSTESs I have been looking over the February pro=-
ratien schedule. 1 would like te offer that part of the February |
oil proratlon scheduls that deals with the langley-Mattix 011 Pool
and tha Looper-Jal Pool in the record. 1 think it very well speakk
for isseli. You find that there are a number of wells there, incl&d»
| ing some owmed by Phillips, that are producing considerable
quantities of gas and very little oil, Perhaps one barrel or two

barrels, three barrel wells, you will find that type of well on

the scheduls, I would also like %o offer for the record, Order

iﬁumber 835, entered by this Commission on September 3, 1949, which
gdid away with gas-oil ratios in all of those fields where gas was
being put tc some lawful beneficial use, Now, we find ourselves
" this gituastion that we have a portion of the gas wells that are %
subject te regulation by way of restricting thelr production to
- reasonable market demand, as determined by the Commission. Right
across the property line you will have a well that is regulated
& an oll well, thav is producing very little oll, but at the
same time there is no regulatien at all in the limitvation on the
- gas productioan from that wall. And the gas from each of these welis
‘that I have mentioned, the one that 1s regulated and the one that
i_is being produced from the same common source of
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supply or common redervoir. How, there is nothing technical about
that. That is somethdng that just meets the eys, I just want teo
make it & part of this record, so that this Commission will have
it in the record. 1t seems to have been a theory develeoped here
that you just have 1o protect an appeal preof record here, or

this Commission dossn?t have anything to stand on. I don't share

that view with anybodye 1 don®t think that is necessary, I think
the Commlssion that knows something can take that inte Qﬁﬁ&ié@?ﬁtign§
whether they put it in the record or not, without an order. It

may be convenlent, it may be desirable to make all of these things

a matter of record, but certainly there must be some limitations

on the record that has to be made in any of these cases, pa?ticula§1y
in view of the statute. At least that leaves the door wide open
to everybody, if, as and when they get to the courthouss with
respect to introducing testimony lhere, rather than here,

: Urne or twoe other remarks before I close. It seems to me
%that ong of the things that the Commission must decide here, in
;a?der %o eliminate some of these con:iroversgies, if they can be

celimlirated, 1s whether or not you are zoing to administratively

jprcr&zs these areas as gas fields, or whather you are gZoing te
prorate them 28 oil fislds. The Commission, in this Order 835
that 1 pentioned, said in the order -- Whatever you based it en, 1
don't know, I wasn't here, I didn't hear any of the records, diﬁn’§
‘hear sny of the testisony, but you deciared, back in September of
1949, that these arsas that we are talking about were essentially
gas fielids. But, at the same time, without appearing to be criti-

cal ¢f the Commission, operators have gone about thelr separate
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ways, operating as an oil field where they had an oil well, gas
fielc where they had a zaus well, Well, honestly, the time must

4

come, Lf it hasa't already arrived when that sort of an aperatian‘
i8 goling to have to be eliminated, and you are golng to have to,
if vou are zoing to have effective vproration and conservation of
both 51l and gas in the areas, make up your minds which you are

goins 1o do and then adminisgter the field under whatever defini-

tion you say choose to glve 1t. |

e

i vhink the Commission has done an excellent job up to now and
1

I don?t think that -- I have a feeling, somehow or another, from |

all 7 have heard and listened to here in these hearings, in the

memuer,; wy company did, I represented them at times, and others

at coher times, that there are probably some operutors that Just

don?t want proration. If that is the case, as to those operators

it doesn?t make any difference what kind of an order vyou writs. If
5 you devise = perfect order, it still wouldnt?t sult them bLecause |
they just don¥t want proration for one reason or ancther, I am }
| nob criticising them for that, maybe they feel that their interest

' must have been served, but I just want to point it out as one of

the preulems that you have to contend with here in these matters, |
If you recall, at the very outset of this thing, I told you it ﬁaﬁ
going %o be a long, tiresome, tedious one and we are liable to
| lose cur patience, lose our perspectiive in these matters, and I
'caﬁ well understand how that can be, because I am getting pretty

dogegens tirsd of the fight itself. But, it is something that you

Ccan®t zive up on, you have to keep goling. We feel that we are

e - e I
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spending 2 lot of time, a lot of money and spending a lot of man-

|

power in these controversies here, sometimes all out of prapartien?
to what our actual interest in the matter 1s, It seems tc me thatg
| if you want proration, we want proration on some fair and equitable
bagis, in these areas 1t is being put to somewhat of a éiaadvantagk

here. Those who don'!t want it continually keep telling us to !
|

bring in something that will show that we are entitled to it.
A8 to this 640 acre spacing suggested, that was debated axtensivelg
in these advisory committee meetings. Phillips Petroleum Company,
|
at that time, took the position that one well in these fields
would appreciably and economically drain 640 acres. How, that 5
is still our position. We urge the adoption of that sort of a ;
| rule. Hany of the operators, however, felt that, due to the way
| the field had been developed, that it might be better to have a
% hundred and sixty acre units. Well, you got to give and take,
| you can®t always have your way, s8¢ in that instance we gave., We |
still believe that 640 acres would be the proper drainage area of
i & gas well. We are not going tc insist on that position to the
- extent of disrupting in any way the efforts of this Commission,
in accordance of the wishes of the lurge majority of the operators,
golng to count noses on the proposition, who have a smaller draine-
age unit, 1If you want to do it, I don't think it is going to make
- too much difference one wa or the other. 1 think that 640 acres
- would be a better approach, but if you want to leave it at 160, it
is all right with the Phillips Petroleum Company, as far as we are
- concernad. We pave made up our mind on that. |

I waat to take this opportunity of cemmending T. P. for their
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presentation of the facts in this case. I think every operator
has a right to come in to this Commission and make his henest good
faith intentions about anything that affects his property or his
property rights in the field without in the least being criticiszed

i

or condemned for doing it. I think s good strong dissenter some-
times is a good medicine. Certainly we have found it in T. P, 1

don't agrees with a lot of things they say, but 1 do agree with
some of the things they say. On those things, that I have agreed
with them, I don't agree that you get the end results that they
want to attribute to those things. For instance, I don®t think
at the present time that it makes a bit of difference whether vou
put & line between the Jalco and Langmat field, or over further
east, or move it further west. The Commission, of course, repre-

gents all sides and it bas a posgition in this matter, and one of

being able to efficlently and ecomomically administer these things.

| From the administrative point of view, I think you can leave the

f line where it is, at least unitl it becomes evident that somebody

| is belng hurt or injured by it. Xow, it 1s one thing to step on '

- the eat's tail and another thing to hurt it by doing it. Certainly
until somebody is actually hurt or injured by this order, their ‘
property rights are actually being taken away from them, 1 don't
see much reason for the Commission to be excorised by some of

- thesse contentions.

| i don't want to see us lose what we have already gained here
in these hearings and in these meetings, and in these records tha#

~ we have made. The Phillips Petroleum Company certainly would have

: no objection to the Commission appointing a small committee. I

- S . . R - e _— — e — e et
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~ite. 1 don't see any harm in coming from that approach. '

- of the vertical and areal limits of these fields, in all of these

T T T

think it should be small, you make it large and it gets to be
unwieldy, 2 small committee, if you wish, as suggested by Mr.
Hinkle of Humble to study these matters and make these recommenda-
tions. Of course, that becomes guite & responsibility when you
get on one of these committees. You have to spend a lot of time
and & lot of money, and & lot of manpower, but I think the iadustr%
owes that to the Commission. We have got a public duty te perfornm

in regard to these matters in ocur sservice to the Commission. That

is our viewpoint about it. You make the committee small and let |
them consider these matters and suggest changes, write out dafinit@
changes, proposed changes, have your hesarings on them, support

those by testimony and give everybody a chance to get his say in ah

I believe that aboul sums the position of Phililips Petroleum
re-
Cempany in this satter, I think we nesd someé real/examination

- fields in all of these areas. You may desire, from thes evidence

- you have heard, to re-define 2 proration umit, but above all,

until you get something better than what you have got, I think we

ought to string along under the orders that we are operating on.
If sowe operator is too unhappy about it, why, then, of course,
he has a perfect right to appeal, zo to the courthouse., HNobody's
feelings should get ruffled about that. That is the way we operate
and that is the way it ought to be, |
¥H., SPURRIER: We will take a short recess.
(Recess.}

MRi. SPURRIER: Mr. Kellahin?
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e KELLAHIN: Attcfneys far Texas and Pacific indicated
they wantad to procsed, I would like to inqure if ws would have
an opportunity to make a statement? Ie, testimony, just a state- |
nent .

BlRe RUSBELL: I1{ the Commission please, I would prefer
that they all wake their statements prior to our clesing statement,
if it is agreeable with the Commission.

MH. SPURKIER: Mr. Kellahin?

JIPPEL: Harry Dippel of Continental. I think that

ae

3

w&

everybody appreciates that the Commission has probably given more
time Lo this question than anybody has a right to expect. I thinkf
that it goss without saying that everybody has tried with all his
might and main to present his company®s or his own individual i

interests here in as favorable a light as they can be presented,

'wizhaat doing violence to the obligation that every operator owes
to himaslf and to this Commission as a public body, Certainly

;Cantina&tai 01l Company ls interested in seeing that its rights arp

épr@pe?l§ protected. We, as representatives of Continental have i
‘that ouligation, but I can't help but feel that all of the operators,
- when they come to a hear ing ofthis kind, are somewhat in the same %
‘position that & lawyer is in when he goes into Court, He is an i
officer of she Court and he owes that Court some obligations and |
;ha owes nimsell some, and unless he bears those things in mind he |
‘i$a't #oing to discharge his responaibility.

| We feel that perfection is certainly highly desirable at all |
timeg, sut human experience has long since taught us that it is

‘not very liksly of attainment. Continaental would like te say
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generally that it agrees with the stalement made by Mr. Woodward
represanting the Amerada. We feel that it would be unwise, if not
in fact fallacious for the Commission to, in effect, throw out

the window what has Deen accomplished thus far. There has been
an opportunity to observe results for only a very short period of

. time, about & month and a half. Certainly, we learn by trial and

error and we know that this is not a sufficiently long peried of

 time to really be able to evaluate the results. I think it has
" been clearly demonstrated by testimeny here that there has been

|
|
|
i
i
|

some improvement, that the change resulting from the adoption of
the rules that were adopted has been in the right direction. As |
long as progress is being made, that is about a1l that we can
expect, and Continantal feels that definitely progress has been

made, With respect to the suggestion -- I believe Mr. Woodward

made 1t, that they had no objection to appointing a committee to
| look into the matter of poel delineation, Continental has ne

. objection to appointing such a committee, but we suggest that it is
| very unlikely that such a committee would come in with recommenda-
' tiens that represented the unanimous opinion of everybody. I
| think that is Just as sure to follow as everything, but surely the

Commission remembers how difficult it was for previous committess

|
!

j te agree on very many substantial things. !
I would like to suggest that we all bear in mind what we

| certainly know 80 well, that anytime anybody feels that his

‘inter%sts are being Jjeopardized, or that he may already have sus-

' tained this injury, that this Copmission is always open to them.

??e fgsel in that connection then that if the matter of pool delinsam

1
“tions need any further special attention that that ought to be
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appreoached upon the basis of a new application for that purpose, ]

on behalf of somebody who wanus that, and then after propsr and
adequats notice, have & public hearing, at which everybody can
bring &«ll of the evidence and testiwony that they feel is justified,
| in the same manner as was done originally when the pools were de-

lineated as they are now. S0, we would urgently recommend that

the Commission keep what it has, amend the rules if the evidence

| that has been submit ted here at this hearing indicates that amead{

. ments are justified, and let's keep making progress. Let's dontt |

throw away what we have accomplished and try to start all over, i
MR, KELLAHIN: Jason Kellahin, representing Samedan (il

| Corporation. Samedan 01l Corporation subscribed to the atata&ent#

that were made by Hr. Woodward in benalf of Amerada and Mr. Dippel

| in behalf of Continental. I would alsoc like to further point out |

that the guestion of pool delineation has entered into this case and

I belisve that we have somewhat lost sight of the fact that the

. question was raised. At least, it i1s my belief that the question

' of poocl delineation was raised, not for the purpose of re-defining
; the pools, but to attack the proration order itself, it being

. essential that a pool be delineated before an order in that pool.
| In that connection, we would like to peint out that a Commission qid
j enter valid and final orders delineating the pools. Of course, E
; the rules can be changed, the statutes and the Commission pravidei
j for hearings for delineation and re~delinsation of pools. As a E
- peans of attacking the proration order entered in the Jalco |

? Pool, 1 do not think that the Texus Pacific position can be sus-
. tained because of the fact, on February 17, 1953, the Commission

e e ———— |
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entersd Jrder Kumber &«26# which delineated the pools. In that x

order, the case was continued to the April hearing and succesafulJy

| continusd 0 & number of hearings. The Texas Pacific agreed to tﬁe

delineation of the pool as shown by the record introduced in thisf
case., Further, on November 10, 1953 the Commission in Case 245 i
and 521 erntered its Order Kumber R-2044 which extended the bsunda%ies
of the pool {ollowing those successive continuations of Case 265.§
It is true that the gusstion in 521, the pool delineation, was within

| the call of the docket. HNo testimony was offered and no order
entered. The order entered on November 10, 1953, we submit was a
final order. The proper order is not to attack that order, but tg
call for a new hearing, if the question of pool delineation is to

be considersd by this Commission. We subscribe in general to the

| statements that have been made by the two companies and we would

| be glad to participate in any etudy, in the svent the Commission

M1, CAMPBELL: If the Commlssion please, I would like to

|
|
{ 8¢ dasires.
f
}

' make a statement on behalf of Leonard Uil Company of Hoswell. Th%

statement that I want to make involves the question of how to prul

- ceed if the Commission wishes to, in undertaking tc make changes ér
improvements in the existing ordersj with reference to delineatia#

: of pools, establishment of preration units and any other matters ?
. that the Commission feels need to be changed. In making this |
j statement, I do not wish to criticize anybody who has ever served
- on any of these industry committees. They spent a great deal of |
i time, and I am sure conscientious effort in trying to present to

the Commission, recommendations that they feel are proper. However,

I
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I feeli thav the Commission should proceed with caution in appointa
ing industry committees indiscriminately to recommend matters of
policy to ite Certainly, industry committees and the data such a

the oll industry has available should be available te any regula-

tory body ab any time, as a matter of fact, actual informatien.
Howevsar, tie staff of the Commission has the responsibilicy, based
upon the facts that are presented to i, to reach decisions of

|
|
policr, I == And this may surprise the Commission and Judge Fast%r,

1 agres with most of the things that he said this morning. How=- |

ever, 1 can not concur with his statement that the Commission shouyld
procesi without full recognition of their obligation as a regulat$ry
body to hesr evidence and to resach independent conclusions based
on that evidence,

I concur with Hr. Howe's atatement this morning that if
these a:rs matters which need to be threshed out, the Commission
should ¢a1) hearings and peoplie should come before the Commission
and prssent their evidence and testify, and the staff of the
Commission should then make its decision, If the staff of the
Commission is not adequate for that purpose, if it is not adequate
to correlats 41l the information, technical information that the

industry can make available to it, ther the staff should be en-

larged, but it should not, in any respect, and I don't think it
is good for the 3Jtate of New ¥exico or the industry to delegate
its aurnority to any industry committees when it comes to the
matter of basic policy, such as the establishment of the size of
proratisn units and the matters of those kind. Those are things

that shouls be heard before the ﬁeﬁmissien, and the Commission
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shoul saks 1ts indepsndent decision, \
§

oo
Y

palizve ther may be one of the difficulties we find curselvés

»

iias

with sume of the other people that made state=

i
i
|
i
|

ments, »o Lhe Commlission wants %o take a look at some of these

matterg, -1 vhey wani to leave the present orders, in fact, uﬁtil!
|

they can Lake @ look, that they call hsarings and give proper

i . . - K

| motlics and have people come before them and present evidence and |
|

hink vhe Commission has spent too much time

p

testilys - dontt

on thn matiers I don't think 1t can spend too much time on a

matter ol such conseguance, as the industry inm this 3tate and to

stat

&

tie paeopls 97 the

m

of Hew Mexico. I urge that you proceed |
|

with calilos in appolinting industry comnmittees to make reccmmendi«

tion and lnauigurete those without public hearing.

1
| |
s YWLDRKERY: J. He ¥lckery with Atlantic. Atlantic favq#s
the cuntinuel adoption without change, at this time, of t! !
preser tiy =atablished peol rules for the Jaleo Gas Pool, as set {
out i Jrder Re330. Atlantic is aware that changes in the orders |
may e secessary from time to time, and it is recommended that
these hanges, thay the consideration of these changes be cﬁnfined
to separaie nearings, covering only the specific portion of the i
rule bhat appear to be in need of revision at that time. E
iis SPURHILGH: Anyons else?

fols WOMNAKD:  IY the Commission please, 1 would like to

ruling is that those persons interested
in making o stavement are required to make that statement prior td

n ol the Texas Facific?s case? I submit that is

gular Lo comment on & case until it is compieted. Ve

— — e [ —ee
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would liszz o hear the rest of their present case. I am sure, if

they care to make any comments on staiements that are subsequently
made at the closing of their case they would have leave to do s0,.

| We would ilike to withhold any commeat on that matter until they

; have rgstad.

1
i Ttss

M, RUSSELL: I che Commission please, the case itself, |
insofur as the applicant ia concerned, has been closéﬁ. Then, |

.
we assume that all other interested parties withholds their presaﬂtu
ation, and then the applicant, in conformance with normal procedure,

would s given the privilege of closing the case for closing argument,

if therez is no further evidencs or testimony to be introduced by the
‘ apﬁli&&ni@

¥R, SPURRIZA: This will be your c¢lesing argument?
! ¥E, HUSSHLL: Closing argument is all.

¥R» WOODWARD: If the Commlssion please, it is a techni-

5

, cal matter, It is practieal to this extent that we think it will
? save Soms time, In order to make any sort of statement on the |
issues &1 hand, I think it would be necessary for us to ask

Texas FPacific that they clarify our understanding of their pasitién

on ceriain issues that they have raised in their application and
in their evidence. I feel sure that they will adequately clarify
their position on those matters when they have summed up their caéea

S far as making a final closing argument after they have summed |
up their case and siatements have been made, I am sure they will |

have lwave to do so. But, at this point they have simply stopped
giving evidance and have not drawn together or in any form of |

sumpation vutlined the contentions that they are making, and, while
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I think ti: recor aaegmte}.y a.,scfw‘ass tuoge, 1t would ceptainly

| save time, rather than a process of interrogation to clear up some

Celarifisd. wWe understand we will have an opportunity to sake our

Lo Texas rfucific certsin questions as to their stand, Is that

cagreesabls”?

clarils our understanding. I wonder 1f we are correct, or if it

- B ]
v ) 3 L3

of thess contingentis.

¥r, SPULRREIbRY Anyoune else have anything smore in the
patter Lefore Mre Hussell makes his closing argument? Mr. Husselll

Mite #UOIWARD: Before you start, I want to get this

staterante when he 1s finished,

Fio, JFURRIEHS Hr. Woodward, we are trying to get this
thing shut down as guickly as possible. I believe if you have a
statemaeni Lo make you should make it,

¥, WOUDWAHD:  Our guestions have been raised in the

interest of saving soms time, and if the Commission would prefer

that wse ek

4 our position clear at this time, we ask that we be

given «x opportunity to clarify our understanding by submitting

#E, SPURRIER: Go ahead,

8, WOODWALD: These questions are gimply designed to

is Texas Pacificts position that waste is actual preduction,
waste =i mas 1s actual production in excess of market demamnd and
uet sinply capacity to produce in excess of market demand, JIs

that Toxas Pacific's position here?

MH. RUSSELLs Well, if the Commission please, it seems

Ve me That we are beinz called upon to answer a gquestion that we

‘have obiectsd to in the testimony all the way Through.

N e _
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Yoo woUDWARDS I think the rscord will show that waste is

actua. production in excess of warket demand and not the aapacityi
{

to produce in excess ol market demand., I don't want to waste the |
time of as:ing She Complssion to go back over and read the record.
wa can?y lutelligently discuss the cass unless we know what it is

heres in crder to sstablish that fact, reading this record over

b

again i3 a greut waste of time, If, as our transeript indicates,

 that i3 the statement they have made, we would like to find out
if thet g still thelr position.

o s

M. =US3ELL:  That is our position,

sl WOODHATD:  AlL righte The second question concerns
notice ani hearing. As we understand ths Texas Pacific posi ition,
the orders in this cuse are not valid inasmuch as proper notice
and hearing was not given, Is that correct?

raws RUSSELLY 1 believe that is correct,

sie WOODWALD: 1 believe you so stated, at those show
:aauﬁﬁ SRR ringSe
fite aAUSEELLE: L bellesve s0,

Lo WOUDWARD: With respect 1o this question of pool deline

3

eaticn, is it Tewus Pacific's positlon that the accurate delinea-

% . . i
tion ol ths pool is 4 jurisdictional fact that the Commission must
find i order Lo anter a valid order? |

!

AUE3SELL:  That i3 correch.

Hit, WOODWAKD: Un the. last point, is it Texas Pacific's
positicr that the operation of this order m&y, at some future timey

Cimpair some iegal right that Texas Pacific enjoys under its cone
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- only empowered to prorate production of, or gas production for

- of market demand, and not the capacity to produce in exceus of

. that peroration in these fields is necessary, that the Commission

Taxas FPacific!s contention that waste 1s actual production in excess

#Hine RUSSELL: That 1s correct. ﬁ
M. WOODWAAD: With those matters cleared up, Amerada !

e . s |
would like vo stats that it is in sympathy with what the Jommission

Bs done ang nhas sought to do in these proration cases. Iy believds

is invested with the authority to deal with the problem and that

it hag sxercised its authority as a matter prescribed by law,

#o should also like to maske a atatement with respect to

. certals specific issues raised by Texas Pacific in this rd-hearing,

Assumiag, without conceding for the momsnt, that the Commission ig

the preveniion of waste, we think there is some evidence that
waste has occurred, is occurring, but there is definitely evidence
in the record of prospective waste to the extent of the field

potential substantially exceeding market demand., To paraphrase,

market iemand, we might point out that, as a practical matter,
the only wmste that the Commlssion can prevent is prospective

wasgte. There is nothing they can do about past waste. So, to

limit Lnes to a situavion where waste has occurred, seems a ratheg
futile Jester, unless there is an element of prospective waste f
involvad. The reasoning on this point is that the applicant, unléss
waste i3 actually being committed, the Commission is without power
to prorete production and waste not having been committed in the
daleo Foocli, the Cosmission did not have the authority to issue this

order. Ye nots that waste is specifically prohibited by the Act,

_ —— - .

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106. EL CORTEZ ELDG.
PHONES 7-9645 AND 5.9546
ALBUQUERQUE. NEW MEXICO

75w



O

If an ogeiavor obsys the law and is not producing in excess of mar&at
demanc, because he may not, a purchaser, under his entire production,
under their definition of the jurisdicilonal facts necessary for
the Comuizslon to 4ctv,; the Commission is without power, In other

words, .2 oLgys the law. He doesn®l commit waste, but hls propert;

e

is confliscated, ow, if thar is what the Act means, we think it

fis paLLr unconstitutional., We doni®t think the legisimture,

in proalbiting waste, intended 10 authorige confiscation, I think;
the legisisture made it perfectly clear in other sections of the |
Act, spaoillically setiing up standards by which gas production could
De promated through pocis. They specifically indicated that that

ntentioen and that the Commission was invested with

foedo

wag non Lhsiy
the necsssary powsr to properly distribute the production in such

field.

e, on the second yuestion of notice and hearing, we belleve

| the show cause order embodied every elsment of notice that the

Cemmimgion intended to conduct & hearing on the merits of preratie&

of the Jalco Fool on & specified date. The record shows that it

did have s hearing,; that ths Texas Pacific had an opporturnity to
and that it was, in fact, heard. On those facts we do

not thisk that Texas Pacific is in a position to complain about

the nebtice and hearing afforded, haviny appeared in that matter.

. Third, with respsct to the question of delineation, we ask
that tihe Zommission take notice of the fact, the exact outline of

an 0il aml zas pool can never be known without more profitless !

Cdrilling than anyone is willing to undertake, to date. If sxact

delineation, or approximate delineation was & prerequisition, if

— — - — i
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vhat was a jurisdictional faet, many pools would be nearly exhausted,
or nesriy axhausted before the Commission got jurisdiction of the

-

matter, we would 1ik

ke
&

to find sut, that poel is located in some

fake

P

three Itates, and there has been, by taree State authorities =- or

at least vhres Stat ves, posaibly four, there has been asome 60 fielﬂ
orders that have been reviewed by 13 appellate Courts. in each of
those cwses the Court notved that the exact outline of the pool was
not krown and that faet did not prevent any of the three ﬂcﬁmissifﬁs
fron having the necessary jurisdiction to prorate production in ;
these arsas,. :

doon the lasgy contention, it has also been contended that

Order :~30B«4 impairs the obligations of Texas Pacific?!s ¢ontract
with -1 Paso Hatural., We note that contract was expressly made |
| . . |
- subject to this Commission®s regulations in the fourth major clause

proviiaed Ly that contract. As we construe that contract, Texas

Pacific 1z under no otligation to deliver more gas, and El Paso

= 2

i8 under ne obligation to vake or pay for more gas than Texas

Pacilic zan lawfully produce under this order, notwithstanding |
minlpas and gaximum take provisions of their contract., We cannot |
agesars the reasoning that this contract is only subject to valid 5
orders, and the order is invalid because it impairs the abligatic&s
of applicant®s contract. This is tantamount to saying that applie
gantts contract is only subject to regulations which do not affac%
that contract. We see no obligation of that contract that is beiﬁg
igpalired or will be impaired, 4

in eonclusion, if thls Commlssion cannot actuuntil some opera-

s the law and commlts waste: if it camnct aet until the

@?ﬁ”?’Eﬁ@i‘it‘ﬂrantﬁ‘ra§ﬁi is knowny endif izs
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pewer 1weg not extend to zubjscts with respect to whieh private |

ek

persons nave previously contracted, then this Commission is one of

&

st AT ended debiate sociestles in the couniiyry.

iwe SFUEAITE:D Anyons else?

EET v k4

Fpl. SMITHI  de Eo amithe Jusdt one other fine tachnical

point, Aogdwerd lrguireo of Tewas Pacifle as to certein

matlers which alffected vneir pusition. I don?t think the guestion

»i 8 1o whether or uet they have any other items, or

et

e

&

Py
&

tiens, or are they going to confine thelir final closing

argure Lz 48t to the polints brought out by Mr. Woodward? |

Uur cleosing argument, as I rescall, does not
cover iy pednts which were not covered by our application for

rawhes i,

| suils JBETHEE This raises the additionmal technical question,

to tne point of Uylng our hands after they get

28 %o the effect thal the ordinary Court proceed

¥

apeniny statement; & second ¢lesing statenment

GOt Lo aew matter. In other words, they are

Lheir entire case in opening argwsent. 1 suggest,

0 save Lime, that Kr., Hussell here will

Start with on Lhs opening statement side of it

and, al o time, if anyons cobjects to new patter being inseréeatéé

that toey e given & chance to answer any new material beyend the

inguired into Ly Mr. Woodward.

it appears, the only way for pe te clarifly

T

this is w zive my closing argument, see what 1s new aud gLart over,

ALl I can sy i that my closing argument I &n sure does not
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cover anything that has not been covered,
Fiie SPURRIER: Are you ready, ¥Mr. fussell? |
Mile HUSSELL: 1 am ready. %

M. SPURHIER: Proceed,
Fii, AUSS84LL:  If the Commission plsase, I would like to
' state the position of the applicant, Tsxas Pacific {oal and Oil

3$ampﬁ§y with reference to the power of the Commission to enter an

order prorating gas. 1 think there are two conditions proceeding

i

- under new rules and statutes, which the Commission must follow

Ebefare entering such an order.
; The firgt of these 18 a proper definition and delineation of

%a pools, The sscond is the determination that proration of gas
' i8 necessary Lo prevent waste. iHow, under the first point the

Commission must give notice of the hearing for the purpose of

' defining and delineating the gas pool. We take the position that
Ethat is a jJurisdictionsl matter. 3eing a Jjurisdictional matter, |
of course, it is subject to attack at any time. There is no
;perisﬁ in which we are limited to objecting te it. However, we

" go not rely merely on that point. We also rely upom our ap@licatién
for re-hearing, and the notice of the docket for the regular
hearinz on September 17, 1953, which contains the following state-
ment, "the following cvases 582 through 590 inclusive, are all
brought up by the Uil Jonservation Comuission en its own motion
for establishment of individuzl pool rules for each pool named.
Thae rules being concerned with well spucing, gas proration and
allocation, proration units, pool delineation, and other related
matters. l1asofar as they pertain teo the general rules for gas

“provation as set forth g SPRAR-RwIABoimgese 521.%
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R e R , .
S0, I think cleariy the order which we appealed from, and the

. notice of that hearing Grings the question of pool delineation

within the period in which we have taken our appeal. How, it hasi

' been our contention all the way through that at such &saring,.thei
Commisslon must have before it, at the time of that hearing, sub»%

stantial evidence teo support any findings which result from that E
heari:iz, |
It 1is true that this is not a2 Court of law, and is not bound
by Court rules and so forth, but when there are generally defined
principale of law concerning such things, I think it behooves theg
Commission to keep one eye cocked on Lhat particular point hecauaq
if a case should go %o the Court, then that rule of law is going %a

be appliecd. wWithout citing authority of which there is numerous |

~authorities; that an administrative body can not consider matters

of their owm knowledge nor which were not presented at a praperlyi
given hearing. The reason being that a Commission can not sit |

|
back, take notice of the records which they may have in the efficé

. without interested parties knowing what records they are looking %t;

taking advice from the technical committee on their reports withe
cut letiing all of us know what that informatlion was. The orders
referrsd to statements of interested parties. 1 don't think the
Commisgion can consider any statement made by any interested
party which was not made at the hearing, nor can they base their
decision on any data which was not before the Commisalon and the
interested parties at the hearing,.

Everybody has a right to examine any exhibits offered into

evidence, to cross examine any witness, and to offer any informa-
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tien they sy have, in reb uttal. That is one of the two sain
- objections which was made Ly the applicant throughout the case}

first that the lommission could not consider at this re-hearing amy

test iﬁ%ﬁ or evidence which was not before the Cormission in the

- previcus hearing as the basis of tihe original order; which was
E entered in this case. I have gone through the varicus transeripis
and sxhibits which were before the Commission at those hearings.
In my opinion, as to some points there is no evidence. I do not
| feel there is substantial evidence as te any of it, which weuld
; suppors that order,
: How, at this re-hearing 2 great deal more evidence, testimony,
exhibits were introduced, a great deal of which we will say would
% support the Uommissions original order, but I don't feel they can
. use it a8 a matter of law to support that order. I do say this,
| and it has been ourposition that the Commission can consider at
%this re-nearing, any evidence or testimony which they want to %
E hear or that any other lnterested part themselves wants to hear, ;
5&? wants to offer; and that particular evidence or testimony can %%
%ﬁﬁde the basis of a new order. Our only contention on that is i
this, ¢mt all of this svidence and tes imony has been introduced
by the Commdssion, that now, if I am right, and they can't use it
te support their old order, then they are faced with the problem
‘tﬁey have to enter a new order.

We have had the lLangmat Pool introduced, we have had the
Bumont Pool introduced. The question arises, what sort of a new
order can be entered that isn't objectiomable. I would like to

read Fr. Kellahin's objection at the outset of the ﬁearing, and
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e&rrisa all the way *hreug? We wunt to stats our ahjeetian to
ianythiag in a way of a collateral attack belng made on the pro-
%P&ﬁi&ﬁ crder which has been entered into the langmat Peool. It
was not sdvertised as a part of the nearing and it goes beyond

the scope of the hearing. We are without notice that sueh an atta%k

{

i3 to Le made. We are not preparad at this time to answer it."
.ﬁellg that is the problem at this time. The testimony, in my opinian
affirmacively shows that Eumont, Langmat and Jaleo should prabahly
'be one pool, Lut the Commission is up against the proposition, if

i
t
|
i

it is so declared as & result of this hearing, then perhaps that

;eréer is definitely subject to attack by Mr, Kellahin, He has madé
' his ob jections all through here, 30, it may not have accomplished

too much in ibat regard, exce pt I fsel that this re-hearing defi-
‘nitely has brought to the Commission, and everyone else interested,

& great desl of additional inforpuiion which wae not before the
i’Seﬁmissiim praviously.

| How, soing to the second peint in ny contention that after

?an order, proper order defining and delineating a pool is entered
then they wust find vhat &« proration order is necessary to pre?ent;
waste. The authority; in my opinion, of the Commission, will
enter a4 proration order for gas as based upon the statutes first aéﬁ
then the rules of the Commisslon which are based upon the statutes.
The firgt one 1s Rule 601 of the Coumission, which sets up the
defining ami delineating of the pool. 1 would like to read the
lagt sentence in that particular order, which is this: ™Thers
shall be no proratien or allocation of gas production unless and

until the provisions of Rule €02 are followed.® We go te 602,
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which sutates 45 followg: "when the Commission determines that

rights.® 1t starts out thatl vou must, you can't enter & gas proe-

!

!
allocation of gas preoduction in a designated zas poel 1s necessary

to prevent waste, the Commission zfter notice and hearing, shall

. consider the nominations and so forth.” Then it goes on to say: |

"Tha Commission shall inciude in the preration schedule of such

|

. pool, any gas well which it finds as being unreasonable discrimi. |

patsd against through denial of access 1o gas transportation !

:
!

facilitles and so forth, and in sstting up in allocating production

among the gus wells in the pool, delivering to & gas transportation

- facility, upon 4 ressonable basis and recognizing correlative

 ration order until 602 has been complied with. That says when

. to prevent waste. The only mentioen of correlative rights is after

the Commission hus determined that proration is necessary to the %
alleocation of production, then, in selting up the order, they 8111!
recognizs correlative rights. That is based upon the Statute 12~C,
of the Zection 12-0, the statute which starts out similar to the
Commissions rie, whenever to prevent waste, the total allowable 5
of natural gas production, of gas welles produced from any peol in |
this state is fixed by the Commisgion, than that which the pool can
be produced if no reatrietions. They again go inte allocating
production, they will recognize correlative rights.

It is our contention that these are jJjurisdictional matters
which rust be found by the Commission.

I would like, also, to point out in the statutes thalt there
is a definits distinctlion between proration, or wasts rather, in

the case of oil and in the case of gas. I would iike to point

aut, Fiﬁif ticularls ;, 3ectiﬁn R &hssmmst;e, &h;.ch states tiat;
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the ﬁﬁ#«?ﬁ&ﬁ%zs purchase or taking of crude petreleum oil in this}
State, Buch non-ratable taking and pusrchasing causes, or results §
in waste, as defined in Bub-sectlons A, B and ¢ of this Section, |
and csusses waste by violating Section 12-4 of this Act. I would
like zo polnt out to the Commisaion that such a provision does

not rilc in the rule or statute with reference to gas. Non-ratable

take Is gas under the statute with reference te o0il, but not with

reference to gas.

I have hsre what appears to be « prepared statement, but it
? isnvt. I will be glad to offer a copy to the Gommission., In my
opiniun, from reading the rules and statutes covering the proration
of gas, the power of the Commigzsion tc prorate gas is limited to t
' those cases from which, first, thers has been a proper delineatiaé
é and definition of the pool, and, second, a finding by the ﬁaaaisagan
| that it is necessary to prevent waste and there must be sabstantiél
svidence in ths record to substantiate the Commission's findings 1
that i* 15 neceasary to prevent waste. In the absence of such a&?

affirpacive showing that there is waste in the pool and that it |
is necsssary to prorate gas, 1 think that the Commission then musﬁ
turn to Sections 14 and ih-E of the s;atutes. four ratable take |
provisions of the statute will accomplish everything that is
sougit 10 be accomplished, 1 belleve, by the proration order in

this case. Hon-ratable take not being waste under the statute, as

7}

far as &8 is concerned, but is, as far as oil is concerned.

How, going into procedure, the Commission, of course, has been
- created by statute and must conform to the statute in setting up or

nandling the proeedural question. Now, 3ection 17 of the statute
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is the one which covers the procedure. It is rather brief, but
1

it says; ®HExcept as herein provided, the Commission can not enter|
- |

an order without [irst proper notice and hearing of such hearing,

and ths matters which will be taken up at that hearing, except in
& case of an emergency.® Well, there was no emergency declared in

aither of these cases or in thig case, and I would like to point

out ir the orders, Urder Nuwshers i-356, Case 521 has a finding, well,

 first the Commission says: “How, on this 28th day of August, 1953,

| the Commission, a quorun belng present, having considered the |

; testinmony adduced, the exhiblts received in the hearings and being

; fully advised in the premises, finds that for the prevention of |

i waste and protection of correlative rights, proper special rules a%d
. regulations relating to the proration of gas well gas produced in
gas wells of Lea, Zddy, Chaves and Boosevelt Counties, should be |
| promulzated.” ?
| Well, agnin on the basls of this order, I did go back through
the trunscripts to determine what the Commission had reference to |

. when lhey mentioned the exhibits and the testimony. And, having

gone throuzh it, was of the opinion that there is no, or at least,

; substantisl svidence to support the order. In Section B of the
orders is the following, ®that the following rules will apply to
defined gas pools in Eddy, Lea, Chaves and Hoosevelt Counties,
only after hearings are held and an order issued on each individual
pool. Thess rules shall be considered as standby rules and shall
be used s a guide.” Well, that was entered in August. It sets
out that the rules will not be put into affect, they shall apply
only after hearings are held and orders iasued in each individual
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D would substantiate the order and the notice refers to statements

o o , S |
pocl. 1 think Texas Pacifie and everyons else was widser the a
|
proper impression that there would be a notice of hearing for each

individual pool, at which time each interested person in each

pool o

what the nthers have had, andthen proecsed from there. TYet, in

§
50 come forward, offer what testimony they have, examine |
u

Septernsy ., the fellowing month, the Commlission entered its Order
368 1n Case 582, stating that: “How, on the 26th day of September,
1853, the Commission, & quorum being prasent, having considered
the statepents of interested persons and the official records of

the office and other pertinent data, and after being fully aﬁ?iSEd
in the presises finds --% Again we chack hack through the transe

erips and so forth, there appears to bs nothing in there that

of interested partiss. Everyone has a right te know what the 3&&%*
ments were, who made them. The official records of the office, zhgy
have a4 ight to know what specific records were used and what the |

purpose of them was. e should have bad an opportunity to examine

- themi other pertinent data, which covers a multitude of sins.

amf

Thern, the orders were put iato affect; and further crdar,?
®ehat a2ll parties interested in the Jalco Posl and the rules thera}
for e and esach of them, are hereby ordered to show cause at 9:00
otclock on etober 20th at Santa Fe, Hew Mexico, why the rules

and resulations referred Lo herein above, with any essentisal
amendments ahall not be put into affect as of November lst.® 1
guestion the authority of the Commission to enter an order. 1

do not fosl that the order itself respectively refers to the informa-
tion a:xl duts on whidithe orders were hased. Examination of the
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" matter to e coversd by these hearings.

the efficial transcript of the cases dees not indicate infermae

tion which would supnport such an ondar,

I feel tnat thers was 0o substaniial svidence, as 1 said before,
to support the original order of the Commission; that a great deal,
of testimony arnd ¢vidence has been presented at this hearing and

I am surs that it is evidence and testimony which the Jommission

is glad to have presented te them, but I feel that it must aeeessaﬁilg
be basls of a new corder and can not be used in  support of an

order wreviougly entered and the refore, they must look to the

questivrn of how 1t can be, this information can be used in pro- |
mulgating & new or amanded ordar which will not be subject to attack,

for the reason that proper notice was not given as to the subject

#ich that I would like to conclude and have Mr., hdair answer

some of the previeus guestions of the other interested parties.

i, ADAIR: If the Jommission please, unless some of ¢
other geoplis present have something additional, that concludes
our prosentvation of our re-hearing in Case 582, The record is naé

closad in the Case 382. 1 would like te go off the record, if ‘
the Cosmission please, and mke 4n off the record statement.

Mi. FUTH:y In view of Mr. Adalr's statement, I would like
o makes one additional suggestion, not oy way of answer or argument,
but as a susgested procedura., It appsars that in view of th
Jurisdictionsl guestion that has arisen, that the Commission
continue this re~hearing as the part of the original hearing, advertise
the resainder of these pools on the question of poocl delineation,

for futurs hearing, at which time that hearing could be consolidated
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with this ﬁ%ﬁfﬁﬁg and ;arrieé fﬁ "d as a part of the whale. I !
think tha! would perhaps take care of the jurisdictional question.
Fr. 3PURRIEIC TYou may proceed.

{071 the record statsment by Mr., Adair for Texas Pacific

Sar

Coal ~nd il Compunye
e SPURRIFER: We will take a3 short recess.
{RoCeS8S. )

5PURRINE s For tha recoid, the Commission will continue

<F

the Juluo Keehearing Case to Mareh 17th and the present proration

orders will stay in full force and affect. We don't know quite haw

we will re-advertise, but we will re-advertise for the taking of

additional testimony on the four pocls, Eumont, Arrow, langmat and
dalc0a
% Doesz anyone have anything further to say in this case? If nody
% > will recess for lunch and be back at 1315 sharp.

HEPORTEHYS CERTIFICATE

I, AbBA DEARKLEY, Court Reporter, do hereby certify that

the feresc and attached transceript of proceedings in Case HNo.

582, Rehearing, taken before the 0il Conservation Commission on

February 17 and 18, 1554, contains a true and correct record of
E Ed >

said proceedings to the best of my knowledge, skill and abiliity.

DATED at Albuguerque, New Mexico, this 23rdday of February,
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TRANGCRIPT OF PROCEEDINGS

MR, CAMPRBELL: 1If the Commission please, once more for the

record, T would like to state that the case has been cleosed and

awaitirg an order of the Commission., We have no objections to it
remaining on the docket pending the issuance of order of the Com-

misgion,

¥R, SPURRIYR: You have no objections. Do vou make a motion

to continue or do vou think 1t is necegsary?

MR, OAMPRD

M, CAMPBILLY We don't care, we are awaiting an order of
the Cormmissicn., The ciass has been closed. Unless an order is
entered vrior to the Juns hearing, I believe it should be on the
docket so that we can, if we desire, at that time, request some

action by the Commisszicn on the case.

MR. SPURRIER: Is there objections?

ot
o
&
%)
@

¥R, CAMFBELL: If the Commissicn's position is that

582 ig under the advisement of the Commission and fullv closed

L)
-

is no recensity that T cuan see of maintainineg it on the docket

i
1
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