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BEFORE THE
OTL CONSERVATION COMMISSION
Santa Fe, lNew Mexico
March 13, 1953

IN THE MATTER OF:

The hearing called by the 0il Conservation
Conmission of New Mexico, ¢n its own motion,
to permit Gulf Oil Corporation to show cause
why 1t should not be required to purchase
1004 of the oll authorized to be produced
from the wells Trom which it purchases cil in
the. State of New liexico,

Case 1403

e s o Tssr” st et Nt gt gt Ningst Naat® gt gt it

SEFORE:
Mr. A. L. Porter, Jr.
Mr. Murray Morgan
Governor Edwin L. Mechem

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: We will take up next Case 1&03.

MR. COOLEY: Case 1403: 1In the matter oi the hearing
called by the 0il Conservation Commission o1 Mew llexico, on 1is
own motion, to permii Gulf 0il Corporation to show cause why it
should not be required to purchase‘lOOﬁ ol the oil authorized to/ﬁ
be produced from the wells irom which it purchases oil in the Stat?
o HNew [lexico,

MR, KASTLER: iil Kastler of Roswell, revresenting Guil
0il Corporation. We have this morning Mr. J. G. Coates, who 1is
the ilanager of Crude 0il Supply for the Southern Division, who 1s

here to vresent a statement in detaill on the conditions which have

DEARNLEY . MEIER & ASSCTHA:LS
INCO%PORATED
GeEtieRaL LAw REPORTERS
ALBUQUERQUE. NEW MeXiCo
3-6691 5.9546




x.\

.

necessitated our reducing our purchases commencing March lst.

While the matter of imports 1s a matter in which Gulf's

policy 1is a matter of public record, Mr. Coates will also presenk

a detalled statement concerning the foreign imports.

We unrderstand that the Commission is well aware of our
position in regard to bYeing required to purchase oil; so Mr. Coaﬁe
will you please take the stand:

(Witness sworn.)
Jd. G. COATES
called as a:witness, having been flrst duly sworn on oath, testifi
as {ollows:

DIRECT EXAMINATION

By MR. KASTLER:

Q DMr. Coates, will you please state your name and position,
and then read your statement?

A J. G. Coates, Manager of Crude 0il Supply, Southern Divisi
Houston, Texas.

Our nomination for purchases in Southeast New Mexico for
the month of lMarch was wade on a realistic basis. For January we
had nominated 24,500 /D, expecting to take full z2llowable for the
first time since August 1, 1957, Our actual runs during January
ran beyond our expectations, and we really took 206,050 B/D. Our
nomination 'or j'cboruary nad to be made before the January resulits

were known and, thinlking that our estimates for January were close

14y
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we nominated 24,500 E/D for February. We now know that our runs
amounted to approximately 256,900 B/D.

" The unanticipated excess purchases during.January as knowL
at the time we made our March nomination, the axiomat:ic certainty
that our runs during February would be in ecess of our nomination
and a look ahead into the future dictated that for March we must
cut our nominations to a figure thatrwould mean realistically
what we could handle. The result was that our nomination for March
was reduced to 21,000 B/D.

Because demand for products has failed to live up t0 pre-

Gictlions, our own stocks of products and industry's stocks of

products have failed to follow generally considered desirable trenés.

Industry stocks of Major products are avbout ten percent higher thal
a year ago wnen they were already tooc high. Crude stocks are
almost Tifteen percent higher than they wre a year ago, when

industry was quite comfortable, with willing sellers looking aroun#

A4

for buyers with the latter showing signs of reluctancy, which relu
tancy within a matter of weeks turned to complete disinterest.‘
Gulits situétion followed tThe pnattern of industry as a whole,

When we made the nominatinn ror iarcn in New Mexico, we
faced the fact that during January and PFebruary, we were going to
add something better than two millilon barrels to our stocks of
crude. For HMarch and &pril because oi' the lack of outlet for

products we were faced with reductionc in Jui rerinery tnru-nuv,

[ =4
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of March. If she fails tn make her schedule, then for nine months
we shall ®® under-imported. Suffice it to say, for the entire
twelve month period our plans are to live within our allo<ation.

Additionally, and really of most interest to this
Commission, we repeat what we said in the past, New Mexico crude
is used at Gulf refineries that do not use foreign crude; namely,
Toledo, Cincinnati, and Port Arthur.

MR. KASTLER: Mr. Porter, we have no further questions at
this time.

MR. PORTER: Anyone have a question of the wltness?

MR. COOLEY: Yes,

MR. PORTER: Mr. Cooley.

CROSS EXAMINATION

By HMR. COCLEY:
G Hr. Coates, can you tell me what States Guif 0il Corpora;
tion is now practicin: purchaser croration in?

A Ves, sir, Al2:

Alavama, Misslisslippl, Loulsiana and New Mexico.
I mignht additionally say that we initiated reduction in our pur-
chases in Alabama and Mississippi on August 1lst last year, and
have continued on that basis up until this time.

¢ You are not purchaser prorationing in the State or Texas
at the present time?

A Sir?

G You are not purchaser prorationing in tne State of Texas

0]
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at the present time?

A No, we aré rot.

© Can you tell me what your nominations for the purchase of
01l were in the State of Mississippi?

A We do not nominate in the State of Mississippi; they do
not request nominations. |

Q Is there any way of determining what the purchasers! demand
might be in that State?

& Purchasers' demand? I suppose the only way that can oe
determined is considered equal to what they buy. There are allow-
ables within the State.

© They are established on the basis of market demand, are
they not?

A No, sir. The allowable is rixed for separate rlelds and
more or less remains static without any monthly meetings. I would
say they're based on engineering data.

Q How about the State of Louisiana?

A What about Louisiana?

Q@ Does a similar thing apply there?

A No, they receive nominations each month and have a Commissi
nearing alternate months.

0 Can you gve me ,our nominatlons in the State of Louisiana
for the montn of HMarch?

A I don't mind givins you that [lsure. I <Goun®t particularly

on
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care to dlscuss the sltuation in other States, but 133,000 barrels
dally for the month of March.

Q What allowable did they assign you for the month of. March
which necessitated purchaser prorationing? How much olil would you
have purchased had you purchased the oil in Louisiana, rather than

prorated?

A The difference between 133 and what we would have purchaseq

ifvwe purchased full allowables?

0 Yes.

A They had such a revision in their allowables schedules,
taking wells off on-shore and placing them on-shore and changirg
depth brackets, it's a little hard to calculate that. |

Q@ Can you just give me the percentage of prorationing in
effect in Louisiana at the time?

A That would be the easiest way. We are takling eighty-five
percent of March allowable. |

Wnieh would decrease your nomination by approximately

[

fifteen percent?
A Yes.

MR. PORTER: In other words, in New Mexico 1t Is based
on January runs, whereas in Loulsiana it is vased on the March
allovwable?

A Yes, therel's a very good reason for that.

¢ Explain 1it.

|
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A There's a particularly large field that has been on ofi-
shore allowable {or sometime. They placaiit on shore allowables

which was a reduction for the allowable in that field of approx-

imately, or thirty-i{ive, Torty percent. If we had prorated Louisi#na

on a rercentage basls of January runs, which would be more or less
nermal, our percentage for that fleld would have been higher than
the allowables, and of course would have been impossible for us

to purchase more oil than the allowable set for the State, s50 we
had ©o 30 on an allowable basis because we purchase a large volume
of oil from that particular field.

€ Is Gulf 0il Corporation prorating in every State that has
set thelr nomination higher than the allowables?

A Yes, sir.

© Do you understand that to be a policy of Gulf 0il Corpora-
tion?

A Yes, sir. I mizght enlarge on that. We nominate on the
basis of what we can handle, considering refinery runs and possible
sales, and also our tanitase situation; onad if the allowables are
set In excess of what we can handle, there 1s not much chcoice left

0 One of the factors you say you consider 1s possible sales,
spot sales to other purchasers?

A Yes. Of which there 1s a sad lacik.

¢ Ve undercvand thnat.

L Yes.

DEARNLEY - MEIER & ASSOJIATES
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¢ You ae aware that it is inevitable in any pool or any
State where there is more thian one purchaser, that thelr demands
per well are bound to vary?

A Yes, sir.

Q@ And that it is also inevitable that one purchaser will te
assigned allowables greater than his demand, while_anpther willbe
assigned allowables less than his demand?

A That can easily happen and often does.

© In order for prorationing to operate, this differentiil
must be sold Irom the company that has the excess to the company
that has the deficiency?

A That is true. If we c¢c1d sell enough oil, we could pur-
chase full allowabie.

Q Your company has made diligent eiforts to seek out these
spot sales?

A Yes, sir,

£ You state that Gulfl dil Corporation has ccmplied substan-
tiaily wiﬁh Captain Carson's suggestions ana with the quota estab-
1ished by him?

A I wouldn't say substantially. I would say we are abiding
by it.

€@ You are abidinz by 1%, all rignt. How much reductlon in
imports nas thig amounted to with regzard to Gulf 0il Corporation?

A Comparing what perioas?

CEARNLEY . MEIER & ASSOCIATES
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the nine-month peé

(A comparing
your statement; how much would gulf have pourht had there been NnoO
curtallment bY the Federal Government?
A In other words, how puch would we have imported?

¢ Yes.

A I don'?® know.
¢ Didn't you have projects at the time that Captain carson's

organization went into erfect?

o, the only projects
d the New Mexico Comnm

I am familiar with are the six~-monthg

A N
and of coursge

ission,

proJjects which we furnishe
1 guess, in July of last
o 1958.

syaIm Was instituted,

captaln Carson's Pros
year. pProjects with which I'm familiar did not extend int
ng approximately 153,000 barrels per

e were jmporti

1 can say that W
g row we are averaging 116.

y of that year, an
information as to wha
arsen imposed this

day in Jul
t Gulf's 1evel of

Q0 Do you have the
the time,Captain Cc

~d

products imports was &t
restriction on imports, when tihe veluntary program went into ef{ecy
have 1t in mind. 1 think our products ~-= NO,

A No, I dontt

1 don't have it in mind.

g Do you nave vhal information-here?

A Yes, 1 thini perhaps s0O.

o Would you please set 1T7
AT tnini T nave. I'm not sure. 1 nhave the jetters addressgd

'
Just @& minute, I

Lo the commission paciz tha: 1 may nave.
///’/‘/
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warnt to check one other source. I have the letter here of last
August, it looks abbut 10,000 barrels a day.

Q What is the present level of products imports?

A WVell, referring to the letter, with which the New Mexico
Conservation Commission has been furnished, it looks like the
average for tha six months on this sheset would be about, approxi-
mately 20,000 barrels per day.

Q Products imports have not been curtailed as of yet, under
the voluntary program, have they?

A No, they have not. There is no restriciion orcrequedtad

regtriction.

Q How much of the ‘reduction in crude imports would you estim?te

has been compensated for by the increass in products imports? Are

they about equal to =ach other?
A I believe the figures I gave you a moment ago, at the time
the voluntary plan was instituted we wera then importing 153,000

barrels a day of cru

9]

all it 112 now in round fiqures. 12
from 53 would b2 42,700 barrals 3 day reduction. I guass the
products figures I gave you would bo about 10,707 harcele per day,
so I would say they are nnt componsatod,

2 How rmany barrels of cruds dang it Lzko to maka one barrsl
nf thoece nroducts of the tyre you are fnonrtina?

/. I'm pot gualifiod te anecunr tnat.

- That would not b one for nnn%

i Hn, you donft mal~ 2 bar»nl of aasnlin~ aut of 2 barrel of

-
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cruda. On the other hand, you get other products also.

S This is total products imports?

A  Yes.

Q Wouldn't that be in the range of three to four barrels of
crude?

A I am not qualified to answer.

Q Does Gulf 0il have a witness qualified to answer that
question?

A No, sir. You mean at this hearing?

% At this hearing.

A I had no way of knowing you wanted that figure. I am not
a refinery sxpert by any means.

7 I-don%t’expact you to answer any quastions that ydu are
not capable of answering.

MR. DOOLEY: Thatt's all the questions { have.

By MR. PORTER:
| N Mr. Coates, this import quota that you talk about, 111,600

barr=ls daily. %hoen was that established?

A Well, as I remamber =~ T can't say the day it wvas @stablis&ed

+

but I would cay it was ho ba offective commencing July lst, 1957.
In other words, the last cix months of '97 woere affacted by it.

~

2 Would yon think that August wa

[

abnut the approximate mont
thic rnnouncamant was mada?
/. Ac I roceall, Tt vas arvound tho lact of July or 2arly Auans

rncall 14 as theo.

-

h
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bodies?

%~ Hoave market conditions become worse or bettar since that

*ime, to your xnowledge?

A

A I would say they have deteriorated a great deal since that

time. I suppose it is a parfect illustration by low allowables

in relation to low demand.

KD

Has Gulf asked for a decrease in the quota?

A No, sir.

o

That quota is in effact an allowablz, isn't it?

J

I think vyou could say that, yes, sir.
Q During this period I believe the record will show that-

Gulf has asked for decreases in coming befora the State reogulatory

A Yes, but you might sav that we took our import reduction
first and now we are trying to get our domestic reduction, not
because of not wanting the crude, but just for lack of demand.

« Do you have the total number of barrels that your curtail-
ment amounts to in the several prorated statss?

A Yes, sir, In other words, in the four states, Mississippi

Alabama, Louisiana, iaw Moxien?

3 Yoo

A ey I confeor with my asscciaotac?

« Yoe, Sir,.

A0 hAbout 29 000 bharrele nar day. I annlogize, bhot theorn ars

sn many fiqgures n this bucin2ss the® I can't beor thonm all.

vor

< Moorealizay you doatl linow orhat tn oxpnct 79,000 anprox-
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imately. Could Gulf, by roducing its impmorts by 29,000 barrels
per day go back on 100 percznt takes, ddmestically?

A Viell, these barrels that we're failing to purchase donft
go to the same refineries; again you get into c§mparing what re-

fineries can do with different types of crude. From an economic

standpoint, 1 would say it can't ba done;physically, I would
say 1t could be done, if you don®t look at the prefits.
MR. PUORTER: Does anyone else hava2 a question? ir. Cooley
By MR. QUOLEY:
: & What do you mean by your answer fo Mre Porter's question,

Mr. Coates, not considering the economics? VWhat are the economics

- factors that would prohibit reducing imports, taking 100 percent

allowable oil in prorated staites in the United States?

A TFor instance, foreign crude ic used 2t the Philadelphiz

refinery. If we took the lississippi cvude and Alabama crude

(f

and New Mexico or Louisiana crude and took that to Philadelphia

N
b

and put it through the re=finery that was designed for foreign

crude, I say ihe cconomics would caus2 you to lose monay.

L4

Q Bacausa the refinsry at Philadelphia is not bhuilt to handlé
domastic?

A It handles some domostiic. It cannnt handle the four stuces,

T
bt e

Again you are geotting into technical refinary questions that I am

-

not abl2 to answer.

« You stated economically i%t was noi feasible to reduce the

importe and take ons hundred nercent., Please axplain that ansuwer,

i DEARNLEY - MEIER & ASSOCIATES
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A 1 repeat what I just said, the refineries are designad
for particular crudes and you can't take that crude out and put
another in and expect to come out the same.

Q Are you running the Philadelphia refinery at capacity?

A I'm not sure that it's complete capacity right now. It's

awful close to it. Let me think a minute. Yes, I guess it is.

kD

That is with imported o0il?

A HMNo, it rune culft2 o bit of domestic, too.

% Are Telado, Port Arthur and Cincinnati running at full
capacity?

A  No.

Q& At what percent of capacity?

A Let me put it this way, Toledo, Cincinnati, normally
average, they can run as much as 80,000, I suppose it averages
75, and they are currently running about'70. Fort Arthur can run
3 higher figure, but it averages in normal times 275,000‘barrels
per day, and right now it*s running 245,000 berrels per day.

Q Could yoﬁ’run 22,000 barrels a day more o0il throhgh the

Toledo and Cincinnati refineries than is presently .being put

through those?

”
_.{
-
ot
Ne)
o
wn
o
[¢Y)
+
)
o5
o

A Mo, that +he maximum was 87,
& You said tha averans daily,
A T said tho maximum ie 80 and wo are running 70,

«< Ten mora thoucand i- all you can run through 17

A 1 ~om nnt sayina that wo could right now, bocause you have

DEARNLEY - MEIER & ASSOCIATES
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shut=down days on certain 2quipment. I dontt know what is shut
down at that refinsry. It can run as much as 87, but duz to shute
down and repairs and clean-out, it only averages about 75. I don'{
know whether it could run 80 this particular month or not. I am
sure at --

Q (Interrupting) With regard to those two rafineries, are
they running all the nil they can run through-it under present
conditions?

A Yes, under present conditions, b2cause if you don't have
demand for the products =--

Q& I am not referring to that. I am referring to the physical
ability to run the oil through the refinsries as they now stand.

A Toledo and Cincinnati?

Q Toledo and Cincinnati combined,

—
}
4

I

hey could run more.

‘e

How much more, would you astimata?

£

A Using the average of 75, I would say 5,000 more.

Q Would you say that the Toledn and Cincinnati refineries
furnisn the,substantiaelly the samo marketing area that the
Philadelphia refinery suonlins?

A No,

3 Vhyv

A They aro sevparaterd gongraphicelly., Althongh 1 am noo
familiar with th» rnrodocte dictribution, I «onld say they ar»

separatad grographically. Thery sarve difforont areas,
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& Youldn't T% b2 all right for thom to, without a substantia

increase in c¢cost?

A I suppos~ you have transportation cost, of course. I woul

like to make another remark. You talk about reducing our imports
to make room for this domestiz crude that we are failing to purcha

dnder our reducad purchases. I don': think anybody has any idea

t

that imports of crude oil or products sither one should be cut off
entirely. I think avarybody admitc thera'sc a proper level and the

Cabinet Council has, after much study of exparts and qualified

Pl

l,

lifind vel., I s

Y]
(

3

man, nhave set the qu ppese you are asking us

-t

to say that we chovld reduce it, despite their deductions and
dacisions and seo forth?

& I believe you agrood, in answar fo Y¥r. Porter's question,
that 111,600 barrel level of importé‘for 3ulf was establiched on
the basis of the market at the time that quote wac establiched?

A No, I don't belinve I said that.

2 I believe that tha rrcord will shouw that yor did., Howo

! 1

b2 basad on anything 2lea than Lthe axisting market at that

Q
&)
o}
3o
«t

time?
AT dont' knnw vhat 211 th: Zahiast Council coniidered., T
imagina thoy considoraed the rosorves in the Tinitad States, the

declins of raservas, I'm cnre Lhay anctd have concidoraed nmarket

demand and many othar foctoars, o L nnderctand 11, thay reinves-

ot
)

tigate and raochocl thalr [igueee murindically and T ascums whan

{

Lhey think 1L 70 Juetifiably thyy i1l increase thoos fignrac or

——

W

%
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FOPYPF w

thon, fact that we have alwaye abided by thelr

=
y
v

porhape raduce
suggestionc and programs, I would only ascume *hat we wovld continy
to do s0.

~

L Mr. Cecates, do you have any knowledge concerning the drill4

ing activities of Gulf Cil lerporation®

whethar the drilling activities have been

period cf declining

3. PORTZR: Does anyon=s 21se have a guestion? Mr, Campbe ]
". CAMPRELL:  Jack M. Camph2ll, Camobell and Russell,

Roswell, New Mexico. T would like tc 2nter an appearance on behalf

of the Independent Producers and Zoyalty Cwners Ascocliation of New

that Gulf was com-

Mr
r

Q Mr. yau taztified, I bolinve,

vlying and had complied fully with the voluntary import program,

-~
P

correat”

(=11

¢ that

A e

(92}

& Doesn't that aszume ihat cnhstantially raduce

its prasent rats of nr four months

of this year's oproaram’

A You rmean the yoar July et leat vear

e
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~ AT2 you not accouning thiat 3n order to come within tho
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D
(31
j e

111,220 por doy guots: o 35Ul 4hat vou 03111 be require

reduce your prasent rat: of ‘mnorts during the remzining four or

five months of the vearte rroaram’

A No, sir. Eeferring Lack 1o the statemant that I read,if
the last tanker arrives within ths month of March, we would be in

sxcess 207 barrels z day for thos2 nine months, %2 hava throe mon

. cols A N ‘ o
1264 %o odivet thist, I fhink shot 1 apeut 32 cloge as you Can ge

A Ve make 2stimates to ths
Texzs Railrpad Tommiscinn, and to Captain Clar-on.

o

Dont't thneno 2cfimates to Conta’n Tarsen,hich rofer only

b

to cruds, indizate that you= imnaxws »ata during the last month

i

{

3 - ki -~ 4 sk - B 3 3 3
will havs to b 103,020 nor day for th- whols yeoar perind in bring

. 1 )

time we wore expectiing tn aet 124 OND boremales o Aoy, (0Pl would
. A ' 13

have caucad & rodustinn In the noxt thraoe oathe, bat liarsh hac

pran roducad to 111,077 and Foliruary had hasn oehimaied 1

1t actunlly was Anly 00 0NN co actaally ucing lart Yottor tha
vac snbmittad Yo thy Tlov Dhxlon Comnitocisan haeap ehave Fobroary
SOLI07T, Marah 111,007, sad 11,70 an acenec ehiioln w31 Yaon pn s
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a Do you wave v thoyRs the 2n
A months nf Januar

G Six monthe immzilate13 pracit

A Mo, SiTH T Jdon't. vy lotier

1 remanbaTy rhay WIRXS doun hosous? °
£n ynulT cry]
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irst wix months of 987, I dor't ha

3

in July.

Q

A

I®

Ly

bafore,

S

;
- e PR Yoo amaris thiad Ve ol
- ¥ . s - oY \]_ AT }
- w2 +
a <O R NMNe
A he ~ - 3 ~ ~ o~ 4 £
A I an curs ItYe acruraty 1E v
» -1 - E JENEN > - - LY . 3 P
a0 back that far, bur I ocan cay thet wy Imnortac
-

each and every yaar 194¢ throvgh 1900,

~

e Y

- . - Ty oL I -
ammencing in July, 1807, you raporie

~ . . -

Toxas Aailrosd Jommiavian
W PO P 2 w2 by .
I *hink¥ T havo the lotior "n thoe

pert of the year that I don't have. I

In July?

Vae

Do vour have tho figura for June?

No.

2 So you &7d commoence ‘mporting
the valuntary faoart sontrel nraaran i
A Yoo, bul owe alen Innorbed poadacte

Ty

oo,

T thouaht you agnoed with oy that ysu didntt Soonort, os

far as you know, in the firct «ix monthe

¥

U catd 7 o didntt Ynow aboant 1 ho

I dont't know what happencd

fad

an 1o have

ad products

first month of

-

ton yaare

iy moantic
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ae-um> You ar:? corracts o

arcceding rhate

& Aro you acquainted wl
culf 031 Corporation for the

Railroad :ommisslon?
a to have the New

+he same letter?

g Did you testify P

mMarch you are

unfinished qaeoline?

A Yes, that letior chows

.
W

Wwhere 1%
A Yes. We nave pla

facilit

construction for the ies
for this unfinished gasoline,
year period has expired, thos®

quantlys, the first chipment

1 assume

cetimated in March,

~

g Are you Vi

cay what is the condition O

country:

1d hring

1ih the forac

noxt five mo

ofore the

does

importin

that qoing to Q0

ne,over two Ye&ars
and thosc

will be receive

a1l anouah acquain

£ that aasol
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yo the Phﬁladelphia refinery?
ago we planned and star ed
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A No, I'm nol.

7 Dons it have to be ~efined’
A Yes. They had to inctall facilities at Pphiladelphia to
it gets heree. 1 cantt cay what the facilities are

handle it after
otes that it has

or what they have to do to ite Tha unfinished den

to be finished.

q You don't know the extent?

A Nn.

Q Whether 3¢ is a treating 0rocess?

A I don't know.
q Do you know of a oroducts line from your Philadelphia

refinery to the Chicago»area?

A Chicago area”
~ Maybe not that far. You have a line moving west from

o

Philadelphia?
A I don't belicve +he.line ié in operation. Itfs undér
construction. I wauld say it comes ac far as, I believe,,Clevelan
The Laﬁrel pipeline is what you are talking about.

I:believe.
all I knou about it.

thatts about

1 read aboul it,
o Mr. Coates, YOUT 1attor to the Commission dgses indicate
that commencing 5p March, tho sams month that you are contemplat
purchasaeT proraiioning again in lav raxico, you are importing

8,000 parrels a day of unfinishad qasolinet
A ell, heppanstance ittg the sam? manth, Y29, sir,
a day ‘n fpril, ic rhat right’

inp

and 12,000 parr2le

<
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A Nc,

& Of unfinished gesoline?

A HNo, I don't balieve you have the last letter, Let me look
at the Toxas letter, they are supposad to be exact duplicates.

G You are looking a2t the Texas letter?

A I am looking at some information suppesed to be from the
Texas report. Let me look at the Texas letter. The New Mexico

letter doesn't show anvy in April. The Texas letter doesn't show

any in April ~ither. 5
] Q What does it show in May? g
3 A 15,000, ’ |
% % VWhat's the date of thét letter?
A March 7th.
3 Q What does it show in June?

A Wait a minute. Are you talking about unfinished gasoline
from Kwait? .

A March, 8,000; !ay, 15,000; June, 15,000; July, 23,000,

I assume that you are not well enough acquainted vith that

0

process tu know how many eguivalant barrels of arude thzat numbar of
barrels of unfinished gasoline represents?

A No, 1 am aot.

Q ‘Would you think tvo 1o onet

A I wouldn't venturs a ot

ot
Q2
v
o
L 2

& All you know ie that it is

&)
-]
2
—
o]
o
(2
t
o
o
oo}
¥}
L—-‘-‘
ot
2]
3
Q
N
[3)
[
o
b
o)
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that?

LA Yes, sir, that's right. Of course, I also know there will

be other products from the cruds oil.

Q& Those products are zpparently being marketed elsewhere?
A I assume so,

Q Any in this country?”

A Yes.

Q% You are also, during the months of iarch, April, May and

June, going to import additional products from distillates and
residuals from Venezuela, are you not?

A Yes, sir.

Q So that the total anticipated importc of products for, say

the month of Mey, will amount to what?

A  Forecast products imports for ths monil of May?

4 Yes.

A Both ¥Ywait and Venczuela?

Q Yes.

A 25,000 barrels over day,

& Those products are not subject to tho imoosrt contral oro-

, ¢ir, nnot as I =-- well, they ar2 nni, wo 2ll know that,

Z Did the reduciion that you obtained in tho allowabla in
Hewr Mexico last wonth and in Texes last month and nthar states,

parmit you to reduce your stocks?

A You are sp2aking of the allowables in Teoxas and flew Maxizo

i
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for whet, th> monih of llarch’

£

The month of March. ill you be able to withdraw from
stocks, reduce your stocks’

A In March

Yes.

£

A First I wculd like to say that during January and February
we went in over two million barrels; in March we will withdraw
from stocks.

& How much do you expact?

A Oh, slichtly over 40,000 barrels a2 day. Let me go further
and say that with the low refineriec runs for the next fow months,
and looking particularly at May when Port Arthur will have the
120 barrel unit clear down, that even with proration in the States
I have named, New Mexico, Mississiopi, Alabama and Louisiana, and
an & nine-day schedule in Texas through those months, we will go
into stock ovarall, It does happen that we are able to go out in
February. 1In other words, we have to draw on stocks in order to
make room.for the 120,000 2 day in May, and also the fact that we
went in two million during January and February.

Z You are also going to have to do sométhing with the 26,000
barrel< a day of products?

A I assume theay have a markei for it, I don't knov why alse
they're bringing it in,

5 Mou ara able to find a merket for that?

o find a market for overything we can possibly sall.

DEARNLEY . MEIER & ASSOCIATES
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< I don't belieye I got clear your statement to My, Porter
or to Mr. Cooley, i< the policy of Gulf not to purchase in any
prorated state in axcoss of their nominations, Gulfts norinations?

A I don't say that igs 3 p2rmanent policy, I'11 say during
this time of great axcesc supply and sad lack of demand, that we
have dscideq that thatre physically the only thing we can dc. In
other words, if yoU can't hold it You can't buy i+, put it Simply.

G Do you have €ny estimate as to tha °xtent of the time over
whi&h that situation will exist? |

A vell, normally demand is not too good in the springtime.

Of course, I don't know what sales watl]l pe able to make with othe

5
companies. So far wa naven't beson able to do Very much. We have
made some smali sales, but whan I think of 120,000 barrels a day
through-put being lost through tha antiye month of May, T don't saé
how it can end before that.
d Have you been able to make any spot sales of foreign crudet
A We soll -
Q To other companiazs?
AW snll A 1ot of foraian cride Far and vide, 711y not
familiar with them, but 7 1pa. that pux nroducting greatly axconde
vhat wo bring inte this country,
You alsn eal] 5+ for fnnnet s
A Ve 5011l esma that ic¢ impnpiad Lt tho lagt CTnast,
S Do yanr Lo Fhin oxtons ¢ bhind
A Mo, T daatt Lane the finurae, 7 Avnts arpl ey forai-n
S
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oil. I do look at’the figures, but I'm not familiar with our
coniracts on the West Coast. Thct's not within my area or scapa,.

Q& Just one other question I want to get clear, that your
present purchaser prorationing in New Mexico, the parcentage. which
ycu say you are going to take is %*o gat you in 2 position where voy
arrive at your actual nominations, is that right?

A Our best estimate cshows that on eighty percent of January
runs ve will buy, inscfar as onr estimatec are correct, 21,000
barrels a day. In other words, it will be approximately 21,000,
We know we can't hit *t exactly, but eighty percent will come very
close to that.

Q@ Is the reason ynu are not purchsser prorationing in Texas

the fact that you nominated nine days and they assigned nine days?

A Well, again I dislike to discuse other States, but the

2 If they had =ot it at ten dave, yon onrobably would have
followed ths same policy you are hera?
A VYes,

& 5o that it is your nalicy not to nurchass any mor» oil in

~

any nrorated stata than you nominata?

A Yes, but 1ot m2 sav w2 nominate as much as vwa can hold

3%

and handle,
% Yos, bul you ara confining it to your nwn situation:
A That's right,

. TAMPBELL: T bolinave that 15 alld,
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non=-prrd
A well, Mississipp; and Alabama,for
; prorated, they ¢0 have allowables.
8
L . I moan nnn-ornra‘@ﬂ, she otat? gons not 1mpese any 1imit 3
5; on the amount 0Ff nile *é
; A What ctatne, for Axampla?
’; q 1t asSum that Gulf does purchaﬁe from SOME non—prorated
: statoesSs does it not’
an Let me rhinke. You say non—pro*«bed, legts clzal %
E %1ssiésinp1 and Alabame first Thoy hove allowabless. ";
F’ 8
q They have A1lowablesht 4
% A So you -ansidaT Vﬁ%r ornruizﬁ.
: .
; g Yes ~alorado, 1-ah, napney iV Al e
j 5 e oUY inth?2 Fou~ SornoTo Ayen of 1trah.
\ ~ that 1'% crying to Letaplich ie, has therz boen a similar
reduction in oulf'e aurshis in non—proratad gratzs %
P ~nly 0wy frow 0% cialle 2N ths Four SorneTs arza of
nch oA gnoytT? just qoing to 1102

GeNERM

RERRAN apnute
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« Do ynu have a brezakdown of Gulf's purchases by states?

A

A I'm trving to think where I can find that. I got it

[ n

n
my head. We can go down the list, for thst matter. I don't have
it on a piece of paper. Ye buy o1l in Alabama, Louisiana,
Missicsippi, Texas, New Mexico, Utah, California -- I do not have
knowlsdge of California, as‘I understand it they do not have a
prorating or conservation body, but we produc~ oil out there and
s21l it on contract, but I doa'* handle that. TIi'c far romoved,
in fact it is entirely removed from our crude o031 picture in this
area, so I have cqvered the r’aces from which w=e buy.
Q AlY of Gulf's o0il is nurchased from prorated states?
A Yes.
MR. O0OOLEY: >That's'all.
MR. PORTER:  Anyona 2lc2 have a question?
MR. CAMPBELL: I would like to raquest that thelatest
Gulf letter forecastine their imports of crude and products fbr
the period ending June 30, 1958, to the New Mexico Commission be
made a part of the record in this caso.
A Tho latect latiter docsn't 2nd June 27th, I don't balieve.
MR, TAVPRILL: hen dance 14 and?
A July 3lat,
VR CANPRTELITr YV 0 eanld ik e maguoct thit lotter
bo made a part of the rocord f0 The caan,
My PORT TN Any oAb Taatien s T i) ba e anterad,

Anynnn alan havy o guoeal Tag of Tie, o Iantae? The wiitneca may bo
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axcusad.
(#Witness excused.)

M. PORTER: Before we take this case ﬁnder advisement,
are there any further comments from anybody? Wefll take the case
under advisement, and we are going to have a recesc until 1:30.

I should have made this announcement a while ago. The
Comuission decided the southeast normal unit allowable will be
thirty-three barrels. The northwes£ will be thirty-five barrels,
as recommended by Mr. Hutter,

The next case to be heard immediatzly following the lunch
period will be the one concerning Malco, which I believe is 1393,
Immediatelyv ' following that,te will have the salt water 'disposal
case. |

The hearing is dismissed until 1:30,

(Recess.)

¥ ¥ ¥ ¥ %X ¥ ¥ X ¥
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STATE OF NEW MEXICO

COUNTY OF BERNALILLO

I, ADA DEARNLEY, Notary Public in and foxr the County of
Bernalillo, State of New Mexico, do hereby certify that the fére-
going and attached Transcript of Procesdings before the New Mexico
0Oil Conservation Commission was reported by me in stenotype and

reduced to typewritten transcript under my parsonal supervision,

and that the same is a true and correct record to the best of
my knowledge, skill and ability.
i WITNESS my Hand and Seal’this./7;zday of March, 1958,

in the City of Albuquerque, Countv of Bernalillo, State of New

Mexico.

NCTARY PUBLIC ;a

My commig<cion 2xniras:

June 1%, 19257,
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OIL CONSERVATION COMMISSION
P. O. BOX a71
SANTA FE, NEW MEXICO

- i a}ﬁ

Y

Narch 4, 1958

Parchacer Proraticaing

|
i
i
|

28, 1958

wherein you motified the Commission that it wowld be
necessary fer Gulf O0il Corperatien to institute purchaser
provationiag is the State of New Nexico oa March 1, 1988,

— U & e
§.
)
J
i
v

oil per day, provided the unit is 2222316 cf produciag the
ssms, and that the purchaser should take 100% of the oil
legally produced from wells located ia am aunthorized water
floed project.

It as beem the practice of the Commission to issue an

in sccordamce with the above provisioms.

Please advise whether OGulf Cil Corporation intends to make
the ascessary reductions in purchases of oil in the manner
outliimed herein.







BEFORE THE OII. CONSERVATION COMMISSION
: OF THR STATE OF EEW MEXICO

CASE No. 1403
Ooxdar No. R-1917

\ This ceuse came On for hearing at 9 o'‘cloek s.m. on
‘mapeh 13, 1988, at Santa Fe, New Mexico, hefore the Oil Comsew-
vation Commission of New Maxigo, Mereinmafter reufarzed to as the

‘*Commission."
: WM, cn this_22nd _dsy of Mawch, 1961, the Commissiom,
2 QuoTWn mmmmmm
and the £s veoeived at said hearing, mmmum
L ‘in the premises,
¢ - L

(1) That dwe public notice having bees given as requived by
1aw, the Commission has jurisdictiom of this cause and the niju.-t
‘matter tharyeof.

_ (2) That the subject case, panding for an undue pariod of
time, skould be dismissed.

IX 15 YEEREFORE ORDERED:
That Case Eo. 1403 bs and the sams iz hereby dismissed.

DOME at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/{,‘/(_,-’ J'uZt/ 4




H. M. BAYER
ViCEPRRSIOENT

TR ¢ SO ——
SRR g e S+ e e R L

MAN m PETROLEUM AND ITS PRODUCTS

Gl%?F OIL CORPORATION

L 'd&ﬂmwsn 1290 - FORT WORTH 1, TEXAS ,

) FORT WORTH

July 1, 1958 PRODUCTION DIVISION
]

AIR MAIL

Mr. A, L. Porter, Jr., Secretary-Director

" New Mexico Oil Conservation Commission

Santa Fe, New Mexico
Dear Mr, Porter:

This confirms eur telephone counversation
today when I advised you that effective July 1, 1958, and
until further notice, Gulf Oil Corporation will purchase -
the full allowable of wells served by Gulf Refimng Company
in the State of New Mexico.

Yours very truly,

GULF OIL CORPORATION
i/

By ’1”' L"‘ V ‘i"

Vice-Presiden?

T A

S A IR P,

Dess et CgodEi o geletal il L



