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Inp1ana OiL PurcHiasiNG CoMPANY
POST OFFICE BOX 391 .

R. F. PIELSTICKER TULSA 2, OKLAHOMA

::E PRESIDENT .

April 11, 1960
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Mr. A. L. Porter, Jr.
flacratary « Director

011 Conservation Cormission
State of New Mexico

P. O. Box 871

S8anta Fe, New Mexico
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Dear Mr. Porter:

we have your ieiier of Marcn 29 requésiiug ceitala information whish you

feel is pertinent to the question of our prorating sur purchases in New
Mexico and other states.

We have shown below the information which you requested in those cases
where it was possidle for us to supply it. For the sake of convenience
we have in each case repeated the question as you asked it in your letter.

1. "What is the totel smount of crude oil (in barrels) purchased
byyourcoupmi.neachatateinvhichitpurchaseatoreach
month from and including Jamuary, 1960?"

The followinx table shows our total icsse purchases by states:

_Jamuary _February

962,328 879,019
378,200 362,06
1,245,797
563:@0
35,8
¥7,512
1,7h5,796
1,429,31k
73‘t,5h5
8,025,683
499

n2,
2,366,690 2,370,170
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Mr, A, 1. POi'ter, Jr.
April 11, 1960

Page 2:

2.

3.

L,

50

6-A.

"What was the totel number of wells from which your company
pugghﬁsed ecrude oll in each state from and including January,
19601

Our purcheses of erude oil are gathered by many common carrier
pipelines which are connected to lease and unit tankage. We do
not have information relative to the number of wells involved in
these leases and units.

®What is the total amount of crude oil (in barrels) for which

your compsany nominated in eacn svate ror each moniy frow
including January, 1960%"

Our nominations were as fo]_'Lowa:

’ Barrels

Japuary February _March =~ April
Kensas 1,333,000 1,247,000 1,333,000 1,026,000
Louisiana 576, 539,400 576, 474,000
New Mexico 1,240,000 1,160,000 1,240,000 1,020,000
North Dekota 1,441,500 1,305,000 1,364,000 1,335,000
Oklahoms 775,000 725,000 ,000 600,000
Texas 7:936:000 7:685’000 7:378,000 6;7803000

"What percentage of crude oil purchased by your company in January,
1960 waz produced by Pan American Petroleum Corporation or any other
compeny affiliated with Standard Oil Company (Indiena)?”

This 18 practica.u,y irpossible to obtain precisely, but we would
estimete it in the neighborhood of 20% of our total purchases.

"What were the crude runs to refineries owned or opersated by Standard
0L Company (Indiana) or its affiliates during each month from and

including January, 1960%" :

These were as follows:

Barrels
Jamuexry 19,831,553
February 16,379,229 -
"Uhat were the crude oil and four major product stock lsvels held by
Standard 01l Compeny (Indiana) and its effiliates at the beginning
of each month from and including January, 19601" :
In reply to this question we submit the following data, which has

ously been made public:

1
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5 Mr. A. L. Porter, Jr.
April 11, 1960
Page 3:
Barrels
- Novembexr 1 March 1 Estimate
¥ :'5, C.l.'u.de 31,875,000 29,900,000
Gesoline 15,820,000 20,364,000
Kerosene 3,895,000 2,512,000
Distillate 19,535,000 6,286,000
! Residual 2,285,000 2,132,000
4
; 6-B. "What portion OI eucu i Gause sbocks sonohituters rinalina £111... o
tank bottoms, end other normally unavaileble inventory?” 1
, - | Per Cent i
i _ | November 1 March 1 Estimate
: . Crude . 29.7
|F, ’ } Gasoline 3006 25.5 .
e : Kerosene 8.2 . 21.0
' Distillate 17.4 23.5 S
Residual 39.8 ¥2,7 |
T-A.‘ﬁh&tmﬂnlevelofstocksofcrudcoﬂandfmu.jorprodncts = ‘
desired by Standard 0il Company (Indiena) end its affiliates at the f
, beginning of each month from and including Jamuary, 19601% %
P In reply to this question we sumit the following: ‘ i ‘
November 1 March 1 Estimate
Crude 31,000,000 28,000,000
Gasoline 17,600,000 20,222,000 .;
Ksrosene 5,100,00y 2,229,000 :
Dil'ti].lm 11,5@,000 "“’h'la’m ;
lbl?.dnal 2,700,000 1,990,000 ¢
7-B. “Whst portion of each of these desired levels would constitute

pipelina»tin,tmkbotm,anﬁothernomlh unavaileble :
inventoryt” :
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: m’. AO L. Porter, Jr.
April 11, 1960
Page 4:

8. "In those states which do not have market demand proratiouing,
how does your company determine how much oil per dsy it will
o purchase from any well or lease?"

R N L S T,

The amount of oil we buy in states where there is no state
proraticn is determined by the month-to-month requirements of
our customers for the particular grades and types of crude
avallable,

As stated to you at the iast hearing in New Mexico, we feel that the answers
to these questions have no pertinent bearing on our demand for New Mexico
erude oil. Moreover, in submitting answers to your questions we consider
that most of the information is of a confidentinl nature and respectfully
request that the Commission treat it as such.

SRR b 1 i NN o T
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Very truly yours,
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NO. 8-60

DOCKET: REGULAR HEARING MARCH 16, 1960

0il Conservation Commission 9 a.m., Mabry Hall, State Capitol, Santa Fe, N.M,

Allowsable:

CASE 1917:

CASE 1918:

CASE 1919:

R e B o A

(1) Consideration of the oil allowable for April, 1960.

(2) Consideration of the allowable production of gas for
April 1960 from six prorated pools in Lea County, New
Mexico; also consideration of the allowable production v
of gas from seven prorated pools in San Juan, Rio '
Arriba and Sandoval Counties, New Mexico.

Application of Amerada Petroleum Corporation for permission , ,
to commingle the production from two separate pools, ; L
Applicant, in the above-styled cause, seeks permission to : |
commingle the Monument-McKee Gas Pool condensate and Monument

Pool 0il production from all wells located on the Amerada ;

State B-869 lease consisting of the SW/4 of Section 36, Townw\ ' o
ship 19 South, Range 36 East, Lea County, Naw Mexicso. SRR : '
Applicant proposes to separately meter only ‘the Monument-. . f D
McKee Gas Pool condensate, and to gauge the commlngled S E
production in common tankage. :

In the matter of the hearing called by the 0il Conservation
Commission on its own motion to require Cactus Petroleum,
Incorporated, and McWood Corporation to appear and show cuase
why they should not be required to purchase the Culwin Pool
production from the following-described wells in Eddy County,
New Mexico:

Hale and Hale Federal Well No. 1, Unlt G, Section 1,
Townsh1p 19 South Range 30 East.

Hale and Hale‘Federal Well No. 2, Unit B, Section 1,
Township 19 South, Range 30 East, :

Application of Rice Engineering & Operatlngt Inc,, for
adoption of a Form 120-A to be used in reporting salt water °
disposal operations, Applxcaut. 1n1tne above-styled cause,
secks an amendment of Rules .1119, 704, and 1103 to adopt

a Form 120-A to be used by operators of salt water disposal
wells in reporting salt water dlsposal operat1ons.
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CASE 1920: Southeastern New Mexico non::clature case calling fox an
order for the creation of a new pool and the extension of
existing pools in Chaves, Eddy, Lea, and Roosevelt Counties,

New Mexico. '

e J..v"w-.,-,._-‘,k,..h.w.M,,,,1 SR

(a) Create a new pool designated as the Buttom MesarSan
Andres Pool, and described as:

TOWNSHIP 7 SOUTH, RANGE 32 EAST, NMPM
Section 20: NE/4

(b) Extgnd the Allison—Pennsylvanian Pool to include:

TOWNSHIP_8 SOUTH, RANGE 36 EAST, NMPM

Section 35 SW/4
Section 36: E/2 SW/4

TOWNSHIP 9 SPUTH, RANGE 36 EAST, NMPM

“Section 14: SW/4
(¢) Extend the Arrowhead Pool to include:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
‘Section 17T: NW/4 NW/4

- (d) Extend the Atoka-Penhsylvanian Gas Pool to includé:

TOWNSHIP 18 SOUTH , RANGE 26 EASTLgﬂMPM
Section 27: N/2

(e) Extend the Bagley—Pennsylvanian Pool to included

TOWNSHIP_11 SOUTH . RANGE 33 EAST, NMPM P
Section 33: NE/4
‘Section 55: NW/4

(f) Extend the Bilinebry i1 Pool to include:
TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM
Section 29:° N/2
Section 30: NE/4

TOWNSHLP 22 SOUTH, RANGE 37 EAST, NMPM
Secpion.26: "NE/4 SE/4 -
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(g) Extend the Bronco-Mississipian Pool to includet

POWNSHIP 15 50UTH , RANGE 38 EAST, NMPM
Section 11: Lozs 1 & 2 and w/2 NE/4

(h) Extend the Brown Pool to include:

TOWNSHIP 10 SOUTH, RANGE 26 EAST, NMPM
Section 22: SW/a SE/4

(i) Extend the Culwin-Queen Pool to include:

TOWNSHI? 19 SOUTH, RANGE 31 EAST, NMPM
Section 6: SW/4

(j) Extend the Dollarhide-Queen Pool to include:

TOWNSHIP 24 SOUTH, RANGE 38 EAST, NMPM
Section 19: NW/a

(k) ‘Extend the Drinkard Pool to include:

TOWNSHIP 22 SQUTH, RANGE 38 EAST, NMPM
Section 28: NW/4 SW/4

(1) Extend the Empire-Abo Pool in Eddy County, to include;

TOWNSHIP 17 SOUTH, RANGE 27 EAST, NMPM
Section 36: SW/a : o . \

TOWNSHIP 17 SOUTH, RANGE 28 EAST; NMPM
Section 31: S/2

Zuction 32: S/2 ‘

ATﬂWNQdIP 18 SOUTH. RANGE 28 EAST NMPM

Section 4: NW/4

Sectlon 5: "N/2
Section 6: NE/4 and SW/4

(m) Extend the Eumont Gas: Pool to include:

TOWNSHIP 21 bUU"h RANGE 37 EAST, NMPM
Section 8: E/2 SW/4 and SE/4
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CASE 1921:

(n) Extend the Justis-McKee Pool to include:

TOWNSHIP 25 SOUTH, RANGE 38 EAST, NMPM
Section 19: - NW/4

o include:

(o) Extend the East Millman~Qucen-Grayburg Pool t

TOWNSHIP 19 SOUTH, RANGE o8 EAS
Section 15: - NE/4 :

T, NMPM

e East Millman-Seven Rivers Tool o jnelude:

g EAST, NMPM

(p) Extend th

. TOWNSHIP 19 SOUTH, RANGE 2
Sectioi 21 NE/a

Sectlon o2: NW/4

(q) Extend the South Paddock Pool to inciﬁde:’

TOWNSHIP 22 SOUTH RANGE 38 EAST NMPM
Section 31: - SE/4

(r) Extend the South Vacuum—Devonian‘Pool to include:

TOWNSHIP 18 SOUTH RANGE 35 EAS
Sectlon o0o: SE/4

T, NMPM

o nomenclature case calling for an
n of existing pools in San Juan,
Néw MéXico.

Northwestern New Mexic
“order for the extensio
and Rio Arf1Ba Counties,

‘(a) Extend the Aztec-Pictured Cliffs Pool to include:

TOWNSHIP ‘20 NORTH, RANGE 10 WEST, NMPM
‘Section 33: SW/4 '

(b) Extend the P1ne Lake- P1ctured C1iffs Pool to include:

TOWNSHIP 26 NORTH, RANGE 2 WEST, NMPM

Section 29: W/2 & SE/4
Section 32: E/2 & NW/a

Pictured Cliffs Pool

(c)VVEXtend'the Soutthlanco-
NORTH, RANGE 3 WEST, NMPM

_ TOWNSHIP 24

TOWNSHILY <2 .
Section 18: S/2 (partial)

e

to include:
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x6t No. 8-60
(d) - Extend the Blanco-Mesaverde Pool to include:

TOWNSHIP 26 NORTH, RANGE 6 WEST, NMPM
Section 3: E/2

(e) Extend the ilorseshoe Gallup Oil Pool to include:

TOWNSHIP 31 NORTH, RANGE 16 WEST, NWPM
Section 27: SW/4 NW/4
Section 34: NE/4 NW/a N/o NE/a 2 S5E/4 WNE/4

(f) Extend the Verde-Gallup 0il Pool to include:

TOWNSHIP 31 NORTH, RANGCE 14 WEST NMPL
Section 28: NW/4 & NW/4
Section 30: NE/4 SW/a

The following case will be heard at 9 a. m. March 17, 1960

'CASE: 1922: In the matter concerning purchaserp prorati&ning by

Indiana Oil Purchasing Company in all oi}] pools from
wiich it purchases in Lea, Chaves and Eddy Counties,
New Mexico.
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BEPORE THE OIL CONSERVATION COMMISBION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMSISKVATION
COMMISSBION OF MEW MEXICO FOR
THE PURPOSE OF COMNSIDERING:

CASBE No, 1922
Order No. R~1632

APPLICATION OF INDIANA OIL

"PURCHASING COMPANY FOR AN

ORDER AUTHORXZING XIT TO PRO-

RATE THE PURCHASE OF CRUDE

OZL IR NEW MEXICO.

. ’ ORDER OF TIZ COMMISSION

'BY_THR COMNISSION:

*hia amuse aame on £for hearing at 9 o‘alock a.m, on
‘Mmxoh 17, 1960, at Santa Fe, ¥ew Mexico, befcore the Uil Gou-

'seyvation Commission of Naw Maxico, hereinsfter referred to
‘am the “Commission,"

i MOW, on this j7th off Maxch, 1960, the Commission,
‘A quorum beinmg present, hav. goneidered the testimony pre-
.sented and the wkibits received at said hearing, and being
fally advised in the premises,

FIXD8:

{1) That due public notice having been given as xequired
by Amw, the Cosmission has jurisdiction of this cause and the
subject mattex thereof.

; {2) That Gue to a dsarease in refinexry requirements for :
crude oil and resulting lask of sufficisnt storage capscity, Indians
041 Purvhasing Company will be umadle, for an imdefinite period of
time, to purchase all oil authoxised to be produced from the wells
' #zxom which it purchases in the State of jlew Mexico. During this
period, Indisna O0i)l Purchasing Company’'s puxchases will be in an

smound samal o 30 pexvent of its Jamuary: purchases.

| {3) mmoumew-mdhwi
to &"”%W“’:?m““hx rticnatsly
among prorstion from which purchases ] p-eca-
sion units withia any waterflood pwoject; yrovided, Lowever,
;mmm&ummumnuxmmmm
£xom mm—.:—.s.*m-nmmmmmu

dauyu the n&?u sapadlis of producing that amount.

{¢) That in owdex to M « Indians
041 Parehasing mmmtww
;eMﬁm uum; odil pwodmctiom of 10
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CASE NO, 1922
Ordey No, R-1632

IT_18 THEREFORE ORDERED:

(1) That Indiana Oil Purchasing Company be and the same is
hereby authorized to reduce its puxchases of oil in ths State of
New Mextico to an amount ecqual to 80 percent of its January, 1960,

purchases.

PROVIDED HOWEVER, That Indiana Oil Purchasing Company shall
make its reduction in purchases of oil proportionately among all 5
proxration units from which it purchases, including proration units
in any watexflood project. ‘ ‘
| W' That Indiana 011 Purchasing Company shall o
not its purchases from any proration unit to an amount less
than 10 barrels daily, provided that the unit is capable of pxo-
ducing that amount. C

PROVIDED FURTHER, That Indiana Oil Purchesing Company shall | o
purchase 100 M of the oll produged from any prorvation unit . |
Which produces 10 barrels of oil ox less daily. L ‘
| (2) That Indiana Oil Purchasing Company shall sppeayr and — -
show qgause on April 13, 1960, why contimued purchaser prorxation g o |
1- NACcessary. s ‘

{3) That the effoctive date of this order is 7 o'clock a.m..
muta Standaxd Tims, Maxch 17, 1960,

DONE at Santa Fe, New Maxico, on the day and year herein-
abov.duw

STATE OF NEW MEXICO
OXIL COMBERVATION COMMISSION
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pwoxation utu m vhioh it purchases,
48 oY wetaxflocd preject .

AEEONE MOR O, AONSEDUVAPTON OOMMTSSTON
OF THE STATE OF NEW MEXICO

IN THRE MATTER CONCERRNING
PURCHASER PRORATION BY INDIANA
OIL PURCHABING COMPANY IN LEA,
EDDY, AND CHAVES COUNTIES,

NEW MEXICO

 EMERGENCY ORDER No. E-24

HOW, on this 4th day of March, 1960, the 0il Consexvation :
Comnaission of New Nexico, a quorum being present, having considersd
the application of Indiana Oil Purchasing Company for an emergency
oxrder anéd being fully adviud in the proniaos.

FINDS:
(1) mt. an mrgoncy exists which requires the promulgation

of an oxder by the Commission without notice and hearing.

(2) That due ¢o = Ascreozg in relinexy xoquizements for

crude oil and resulting lack of sufficient storage capacity, Indisna

04l Purchasing Company will be unable, for an indefinite perind of

‘time, to purchase all oil anthorised to be produced from the wells
‘from which it purchases in the State of New Mexico. During this
‘peazriod, Indiama Oil mhum Company's purchases will de in an
 mmmommt seua) ..,./., Pescant oF its January purchases.

wmxmoummemmau

“to -b Lu 47 percent reduction im purchases of oil mpott.tomqy
':m a.u prom.toamu tmvhuhitmhu«

DR ANEy L mm.
MM'Mhuthomiu
!mww&imm&ttommm-tmmmu

daily Af the umit is capsble of producing that amount.

4) Thet in oxrdexr to precluds ure absndoament, Indians

041 Puxchasing Company should be 0 make 100 peroent pur-
;eam:.mmmuuth;muuzmmozm
‘barrels oxr less _

1) mtmwmhu» ing Company be sad the same is
mmmd»mxumuuouummoz

“ezely
New Mexico to an amount equal to(83 percent of its Jmmary, 1960,

L5

That Indians P4l Purchasing Company shall
of o4l mmumux

- 1
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) An‘-

Bmargency o:der No. E-24

R, That Indiana 0il Purchasing Company shall
not reduce its purchases from any proration unit to an amount less
than 10 barreis dally, provided that the unit is capable of pro-

'QW$IW I—mt amount .

PROVIDED FURTHER, That Indisna Oil Purchasing Compmny shall
"""" puschoss 100 warcanmt of the oil produced from any = proration unit
which p:odmu 10 barrels of oil or leas daily.

{(2) That Indiang 041 rurchnm Cosspany shall appesar and -

‘show gause onl Maxch 17,7 1960; why continued purchasex proration :La
mmary Y- (‘F} ( (2

{(3) That the effective date of this ordex is 7 o'clock a.n.,

Nountain Standard Time, Merch 4, 1960. !t

ez
m-tmun. ll-wmo, on the dayandymhou&a—

8TATE oF m MRXICO
- OIX COMSERVATION COMNMISSION

Rk S Wkt S it e o

v i v e
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SO LY,
\.Q‘M l‘/

P. O BOX 871
SANTA FE

March 29, 1960

Mr, R, F. Plelsticker
Indiana 01l Purchasing Company
P, 0. Box 591 : ;

Tulza, Oklahoua
Dear Sir:

Tnis letter is in reference to the purchaser
prorationing -by your company now in effect in New Mexico.
First let me say that this Commission recognizes that it
sometimes becomes necessary for a purchaser to reduce its
takes and that the only altermative 1s purchaser proration-
ing. Since it has been established that in your case it
was necessary, we appreciate the fact that you have made your
reductions across the board in all of the states in which you
purchase., This Commission feels, however, that as long as the
purchaser prorationing is in effect the purchasing company
should be required to appear at our monthly allowable hearings
and keep us informed as to all conditions which we deem to have
a bearing on the matter. In this connection we will, in the
future, require any company that is prorating its purchases»
below the assigned allowables to supply us with information
similar to that called for in the questions set out below,

- Prior to the April 13th hearing in Bobbs you will
be expected to supply us with the following information, all
of which we deem relevant and pertinent to the case:

1, VWhat is the total amount of crude oil (in
barrels) purchased by your company in each state im which it
purchases for each month from and including January, 19607

2. What was the total number of wells from which
your conpany purchased crude oﬁl 1n each state tron and: including
_thnuarv 19807 )

AR R 4 5 MR S DB TR el 0t 7 s o GRS LSRR o 7 R e
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Mr. R. F, Plelsticker March 29, 1960

P 3. What is the total amount of crude oil (in
barrels) for which your company mominated in each state for - .
each month from and including January, 18607 '

4. VWhat percentage of crude oil purchased by your
company in Jamuary, 1960, was produced by Pan American Petroleum
Corporation or any other company affiliated with Standard 041 -
Company {Indiana)? : ‘ ;
| ]

= i R G S R e N

5. What were the crude rums to refineries owned or
operated by Standixrd Oil Company (Indiana) or its affiliates
during each month from and includimg January, 18607

" 6.-A What were the crude oil amd four major product ;
stock levels held by Stamdard 0il Company (Indiana) and its _ i
affiliates at the beginning of each month from and ircluding ‘

January, 19607

B. What portiom of sach of these stocks constitutes
pipeline fill, tank bottoms, and other normally #mavailable

inventory?

= IR ~ 7.~A Vhat was the level of stocks of crude oil
B I , and four major products desired by Standard 0Oil Company (Indiana)
S ‘ and 1ts affiliates at the beginning of each month from amnd
incliuding January, 1960?

B. What portion of each of these desired levels
would constitute pipeline fill, tank bottoms, and other mormally

unavailable iaventory?

8. Imn those mtates which do not have market demand
prorationiang, how does your company determime how much 011 per 7
day it 1111 purchase from any well or lease? _ ‘ C

We feel that most if not all of this information can : : |
be readily determined by the purchasers from informatiom that J ‘

they are now supplying to ome or more agencies of the state : ;
government in all states where they purchase oil. Therefore , . :
we do not comsider this imformation to be of 2 coufidential - : .

nature,

e T ik bk po
iR, A SRR i i e T e it . i S
AR S e it R e i




o7 e B

D

VRO RN,

ST AT S

e

ang

B R

5

R
- K
£

ROUGH DRAFT

CEP:esrx
March 17th

,?il,PurEhasing Company should be required to make 100 percent pur-

C: I,) BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSTON OF NEW MEXICO ICR

MPHE _ PURPOSE. OF .CONSIDERIMGE: oo B T e ey e oF
(92

APPLICATION OF INDIANA OIL
PURCHASING COMPANY FOR AN
ORDER AUTHORIZING IT TO PRO-
RATE THE PURCHASE OF CRUDE
OIX, IN NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

: This cause came on for hearing at 4 o‘clock a.m. on
March 17, 1960, at Santa Fe, New Mexico, before the Oil Con-
Bervation Commission of New Mexico, hereinafter referred to
‘ag the "Commission."

i NOW, on this day of Macch, 1960, the Commisegion,
a quorum being present, having considered the testimony pre-
‘gented and the exhibits received at said hereing, and being
‘ﬁully advised in the premises,
; FINDS:
A

(1) That due public notice having been given as required

By law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That due to a decrease in refinery requirements for

%rude oil andnresulting lack of sufficient storage capacity, Indiana
bil Purchasing Company will be unable, for an indefinite period of%
time, to purchase all oil authorized to be produced from the wells %
;from which it purchases in the State of New Mexico. During this |
Period Indiana 0il Purchasing Company s purchases will be in an
amount equal to 80 percent of its January purchases.

| (3) That Indiana Oil Purchasing Company should be required
io make its 20 percent reduction in purchases of oil proportionate1§
%mong all proration units from which it purchases, including prora4§
tion units within any waterflood project; provided, however, that ,é
ﬁndiana 0il Purchasing Company should not be allowed to reduce its :
#urchases from any proration unit to an amount less than 10 barrels:
daily if the unit is capable of producing that amount.
ﬂ

it
g

\.t
w3
%
t‘
B

thases from proration units with a daily oil production of 10

barrels or less.

i
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“ CASE No.
Ordexr No. —
IT IS _THEREFORE ORDERED: : ~ .

(1) Thét Indiana 0il Purchasing Company be and the same is %
" nLereby authorized to reduce its purchases of oll in the State of
- New Mexico to an amountvequal to 80 percent of its January, 1960,
i purchases,

PROVIDED HOWEVER, That Indiana 0il Purchasing Company shall

“make iis reduction in purchases of oil proportionately among all
- i

P P vt < n o

fproration units from which it purchases, including proration units’
Ein any waterflood project.

PROVIDED FURTHER, That Indiana 0il Purchasing Company shall

? ? : indt reduce its purchases from any proration unit to an amount 1ess§
. h - 3

b ithan 10 barrels daily, provided that the unit is capable of pro- § ;

' ducing that amount.

PROVIDED FURTHER, That Indiana Oll Purchasing Company shall

ﬁpurchase 100 percent of the o0il produced from any proration unit

I
|
i
éwhich produces 10 barrels of oil or less daily. i
y (2) That Indiana 0Oil Pufchasing Company shall appear and

i

show cause on April 13, 1960, why continued purchasef proration is

necessary. ' |

(3) That the effective date of this order is 7 o'clock a.m.,

Mountain Standard Time, March 17, 1960.

f

DONE at Santa Fe, New Mexico, on the day and year herein-

above designated. i

T SR
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Mr. R. F. Plelsticker March 29, 1960

Your usual cooperation will be greatly appreciated.
We would also like to take this opportunity to commead Indiana
0il Purchasing Company for their cooperatioa ip the past in the
matter of running back allowable when market conditions have
allowed it to do so.

Very Sruly yours,

A, L, PORTER, Jr.
Secretary-Director

ALP:ir

cC!

Mr. Jason Kellahin -~ Santa Fe

Mr, P,.¥W, Perryman, P, O, Box 591, Tulsa, Oklahoma
Governor John Burroughs

Honorable Murray E. Morgan, Commissioner of Public Lands
Mr. R. G. McPheron, Box 176, Hobbs, New Mexico
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BEFORE Tﬁg~~~“-“—~—~ —--—~—-~—-~—-7

CIL CONSERVATION COMMT S5 10N
Santa Fe, Now Mexico
Harch 17, 1960

REGULAR HEARING
———=00 HAEARING

)
)
Oil Purchasing Company in a11 °il pools from ) CASE 1922
which 14 Purchases in Leg, Chaves ang Eddy g

Mr. A, L, Porter, Jr,
lr. Muzray Morgan
Governor John Burroughs

TRANSCRIPT OF HEARING

MR, PORTER: The hearing wilj come to order, please,

The case to he Considered thig morning is 'No, 1922,

MR} PAYNE: Case 1922: In the matter concerning pur-

v chaseruprorationing'by Indiana 0i1 Purchasing Company in a1} oil
Sools from which it purchases in Lea, Chaves and Eddy Counties,

New Mexico,

MR. KELLAHIN: If the Commission please, Jason Kellahi

of Kellahin and Fox, Santg Fe, Teépresenting the Applicant, We

have éssociated with us Mz, p, w. Perryméh, a8 member of the

il prosent the case,

,.!-

MR. PERRYMAN: Gentlemen, 35 You know,
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" PAGE 2
moves, it would bs necessary forbus to reduce our purchases to

r eiahty percent of our January runs, excluding those wells .net

capable of making more than ten barrels per day and waterflood

projects.

o 5
L "f-”
B m - - - -
z Since this Commission has heretofore ordered us to pro- v
‘m . )
: Z . . .. .
; ¢ rate in such a manner, we endeavored to abide by the Commission's
N (-9

P L R PN

wishes and consequently calculated that we could provide o market

on the basis of eighty percent of our January runs as set forth

. B <
-—
i

in our wire of March 3rd, 1960,

B * AN SRR

" 0n March 7th we received this Cammission's Emergency

Order No. E-24, This Emergency Order provided for a reduction

Ot
ALY
S~

equal to eighty-thrée percent of our Januar§ purchases including

waterflood projects and excepting any proration unit not capable

)
P NI .

of making more than ten barrels per day. Said Order further

o3
DEARNLEY-MEIER REPORTING EERVICE, Inc.

1ot
 r§ provided that a hearing on this matter would be set for today.
;;: Mr. R. F. Pielsticker, Bur President, is‘present and
- w;ll supply you with the facts necessitating our reduction in
Q ; ;Nz purchases. He will also try and answer any questions the Commissipn \
f{ é:ﬁ g may have. Mr. Pielsticker, if you will be sworn, - L
. { : z (Witness sworn,.)
e ;1 R. F. PIELSTICKER
E‘ g «‘cglledwés,a witness, having bzen first duly swofn on oath; wae
571’ béxamined and testified as follows:
= DIRECT EXAMINATION ;
i : BY MR. PERRYMAN:
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

" PHONE CH 3-669

PAGE 13

~overall situation, that is, the excessive supply and our inability

Would you please state your name?

o

You are associated with Indiana Oil Purchasing Company?
Yes.

Wihat is your position?

Président of that company.

How long have you been President?

Approximately’nine years.

In what business is Indiana 0il Purchasing Company?

>O>.O>;O?>.O>

It is in the business of buying and selling crude c¢il.
Q As President of Indiana Cil Purchasing Company, you are
familiar with that company's markets for the disposition of the
crude oil that 3t buys, are you not?
A Yes.

Q Will you briefly tell the Commission the current status
of those markets? |
A Commencing this month we found that due to loss of

market we would be going into inventory by approximately 100,000
barrels per day, based on our normal mefhod of purcﬁasing. It was
determined that we could not afford to coptinué purchasing‘on this

same basise We had received additional reductions in both January

and February -- I believe the figure was approximately 33,000'barrpls'

per day in January and an additional 56,000 barrels per day in

February. These affiliated refinery reductions, coupled with the

T~
N,

Nl

;
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PHONE CH 36691

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

to dispose of this crude to other purchasers, leave us no alterna-

A laa
vV

butl Lo adjust our purchases to our market. As previously

[1¢]

stated, we calculated this market to be eighty percent of our
January purchases and therefore reduced our purchases for March
by twenty percent in each state in which we purchase. We believe
this twenty percent reduction should apply to every proration unit
which can be legally prorated. Further, we believe it is entirely
within the province of;this Commission to advise us of the manner.
in which we should prorate. However, conversely, we feel that we
are the only one in the position of knowing what our markets are
and how much crude we can purchase., In looking at the overall
picture, that is, our supply in each state in which we purchase,
and feeling that purchéseé in each state should be treated alike,
we came up with the twenty percent reduction,

Now our January actuai purchases in New Mexico were
55,571 barrels per day. A twenty percent curtailment would amouﬁt
to approximately 11,014 barrels per daye

MR, PERRYMAN: Does the Commission have any question?

MR, PORTER: Mr. Payne.

CRCSS EXAMINATION

BY MR. PAYNE:

'fﬁéi;*fhéj when we made the reduction we made it eighty percent

Q Mr. Pielsticker, I believe you stated that what Indiana
is doing is prorating the same in all states?

A That is correct. I might elaborate a little bit on.

i A SRR o s e

T g, et g v ST S A e e B e T T e




R 'b . PAGE &g

’ acmo*s‘;—;h; }“;o;;éwiﬂ.;m;ﬁﬁNo*fmgwwe:;loven states in which we purchase,

3‘! we are prorating waterfloods, high water wells and the like, In

7

other words, we have cut it twenty percent across the board, Kansag,
Cklahoma, Texas, New Mexico, everywhere where we purchase, Wyroming|

Colorado, the states where there are no proration laws,

Q- You dldn't exempt wells in Cklahoma that made seventv-

flve oercent water?

A No, sir, we did not,

™ A e -
PHONE CH 3 6691

Q You are prorating waterfloods in Oklahoma?

A Yes, siro

MR. PAYNE: Thank you.

MR. PORTER: Mr, Campbeil.

MR. CAMPBELL: If the Commission please, I am J. M,

)

Campbell, Roswell, New Mexico, I would like to enter an appearance

o s

-

in this case on behalf of the Independent Producers and Royalty

s J,*“v% A

“Owners Assoc:.atlon of New Mexlco, and ask Mr, Pielsticker some

Questions in connection with this matter,

Y-MEIER REPORTING SER VICE, Inc.

MR. PORTER: You may proceed,

f

TSN

BY MR, CAMPBELL:

DEARNLE

Ll

v
-

[

I
£ Q Mr. Pielsticker, is Indiana Oil Purchasing Gompany a
. § a é subs:dlary of Standard 0il of Indiana?
é E § A It is 3 wholly owned subsidiary,
b4 « - .
gw Q And are you an official of the Standard Oil Company of
™ Indiana?
i o
i § 8! A - No, sir,
!j

GO . ok K o SRR U s S bt S e, i T,
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sl PAGE 6
Q Is all of the domestic oil that is purchased by your’
:ﬂ purchasing company delivered to refincries operated by Standard
‘“ 0il Company of Indiana or its subsidiaries?
“ = A All the domestic o0il we purchase? No, sir, approximatelly ,
e § sixty-five percent of it is delivezzd Lo Siandard 0il Company of ‘
Q: S § - Ihdiana, parent company and subsidiaries, ‘the balance of it to
{”g = outside customers or spot sales.
E; - Q Does the sixty percent provide the full amount of the
- :& ‘ é ‘ crud;a io'il used by your companies or subs»id;iaries?
! CL;.]) A Domestic crude, ves.
\ l % Q Is the balance of the reqﬁireménts of your refineries
; h | E | supplied by imported crude?
; 8 A That is corréct.
;; ’ Eé Q What is the total amount of oil that your company‘
7 . ' % r’éfinerieé ran in the month, or purchased in the month of January,
koo = 19602 "
5’ ‘* E A Domestic sources? Total domestic cruda?
SN fg | " '
: i i 2} Q Yes. | )
f % g A Let me give you an estimate on i‘t which will be reason;
A ‘ifi g ; ably close of 850,000 barrels per day.
% I ‘ é ‘ Q Domestic grude?
;%! - g o A= Domestic ’:ck;rude. Thgt is total purchases of domestic
) ? N crude.
o i ' Q - Of your refineries?
'ﬁg g - “No, of our total pur*c”hases,' not ‘ofnour iefi‘r_ler“ieS but
T B 5 e 25 L e

» 3
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?E'Te?i};?{ es and oup eus {;;E‘I?;T“““‘"‘W*‘“\\ﬁ
Q That's the Purchaees o1 Indiana 011 Purchasing Company?
| A That s correct,
Q What 1 yag asking vai; “O You have the figure op the

PHONE Cit 3.6691

Approximately 645,000 barrels per day, That's ap a8pproximate

humber. Now jf You want the exact Number, 71 think 1 Can find jt,

Is that Teascnably close for you?

If you tel1 me

import quots,

Q Has your cempany, +o your knowledge, recehtly requesteg

DEAR

an increase in the import quota?
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First six moni hs of 19607 D

The Tequest wag that, » but it was

$o the figures that 1

As I recall, some 1200 barrels per

$ what Justifies the py

As T Say, It

we think we shouy

the quotas of importeq Crudes are,
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foraign crude “To Tun into the plants.
Q To that extent, the amount of crude you are importing
and requesting to import would supplement your demand for domestic

crude 0117

E A ‘That is correcte
. % Q Where are the refineries located to which your domestic
¢
= * ‘
— crude oil 3 moving at the present time?
= A Domestic of parent and subsidiaries ie Whiting, Irdianap

2 ) E :

L é Texas City, Texas; ‘Sugar Creek, Missouri; Wood River, I1linois;

: ‘ % Cés,per,'wyoming; Bismarck; North Dakcta; Salt Lake City,‘ Utahe

) Lyb Q To which of those refineries does the New Mexico crude..\

I <R

B~ o0il move?

g 8 A 1t could move to Texas City, Sugar Creek, Wood River,

*‘ g “foiting, Indiana -- and I forgot Neodesha, KansaS. 1t could move

" E to any of those refineriese

E Q Does your company maintain records to trace the movement
. = ‘

4 O of crude oil out of one state into articular refineries?

A = P

) .

,} 3 E A Not exactly, nNOe. For instance, YOUT New Mexico sweet
% fa S: g crude goes into a common stream with Texas crudes, Kansas crudes,
T S
\ i "g ] and Oklahoma crudes. It is Verys very difficult to say that a
% 3 z . R

L w
IE-L 3 parrel of New Mexico crude arrives at Sugar Creek, Wood River, OT

i 2 |

i Lg g Whitinge

3 <

i Q Mr. Pielsticker, who makes the determination for your

3

purchasing company“of the amount of oil you will phrchase in each'

particular state in which you do purchase?

Wv&x-ﬂ%f
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DEARNLEY-MEIER REPORTING SERVICE, In

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

» purchase from each of those states, or nominate in the case where

PAGE 10
A Myself and my staff. o
Q In what states are you presenily purchacing, the oleaven
states to which you refer, please?
A Montana, Wyoming, Colorado, Nebraska, Utah, Kansas,
Oklahoma, Texas, New Mexico, Louisiana and Arkansés.
Q "Of those states, the states that are prorating in :c-ela--l

tion to market demand are Texas, New Mexico, Oklahoma, Louisiana -
A | Kansas.,

-~ Kansas -~

And Arkansas.

-- and Arkansas, is that correct?

That is correct, North Dakota.

And North Dakota?

> O O OO P OO

North Dakota, excuse me,

s

Q How do you arrive at the amount of oil which you will

nominations are required?
A That's the same question that Commissioner Murray asked
me in Texas and wﬁiéh I had considerable trouble with. He asked
me this question,™what is your exac£ formula that you use in buyin
crude bil in one state versus another one?" We don't have one,
We don't have one. There is no such thing as an exact formula,
Our puréhéses, 1et'é téke the State of New Mexico, for instance,
havevgroﬁn like Little Topsy, as I told him. Service Pipe Line

came!ihfﬁére some ?ears ago udth'aAline. We started to buy crude,
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PAGE 11

laybe we were the only purchasér in a certain area. That afea

grew rapidly; we as the only purchaser iook on all of the cunnec-
tions, and as a result that just continued to grow. Maybe there's
another pool in Texas where it declined, and our purchases of New

Mexico crude took over Texas purchases. As a result, over a

period of years, we have established somewhat of a pattern of

‘buying "X" barrels of crude in each of the states.

Now as to an exac£ formula, why, we are buying 55,000
barrels a day -~ we were,'let's say, in January, vefsus 40,000
barrels a day in Karisas. There is no answer to it. We've been
in the business for some seventy vears buying. crude oil in these
states, and it's just grown up as a pattefn.

Q What do you do with regard to the purchasing of crude
0il in new states such as Wyoming and Montana?

A Well, Wyomingais not a new state, neither is Montana.
Take the Jewelsburg Basin of Colorado, a pertion of Wyoming and
Nebraska, which has only been in production a matter of a very
short time compared to New Mexico and Oklshoma. Those states come

in with production; by being producing states we have pipe lines

as do others across those states. We feel that'those states are

entitled to their reasonable share of the market demand for crude
oll, whatever it is, As a result, we go intc those states as a
buyer.

Q What I'm trying to determine is how you decide what is

reasonable share,

e A iy L
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A I can't tell you., I c;;Tgwiéil you, because therets

no yardstick. You are asking thé same cquesticons that Commissioner
Murray asked, and I refuse to ansvicr them because there isn't --

I cantt sit down and say, "We will buy twenty percent of your
reservés, or twenty percent of this."

Q You-have just stated that you feel that each‘étate is
entitled to its reasonable share of your total market demand?

A That's right, and that is our judgment.

Q That is your judgment. What I'm asking you is how you
arrived at that decision on the basis, take the Jewelsburg Basin,
how do you detetmine how much you will *ake per well from the
Basin?

A We don't determine how much we will take from the well,
We look at what our market demand is overall, We nominate’ down
here and we have a market demand for so many barrels of crude to t

State of New Mexico and the Commission has the authority to tell

us where we're going to buy it, or how mﬁch we are going to buy

per well,

Q That is true in New Mexico. That isn't true in the
'Basin?

A ‘That's right, because they left it to our judgment up
’there;/

Q What factors do you consider in using your judgmént?

A Total barrels, regardless of the number of wells. If

we have a market that is reasonable for 15,000 barrels per day of

e
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many barrels of crude in New Mexico, and that's what we will buy

for New Mexico crude is.

PAGE 13
Nebraska crude, that's what we buy, o ]
Q What did you purchase from the Basin Area in Janvary,
19607
A That 3z 4 questioh that we do not propose to answer at

the moment., We think the figures that we buy from other states

are confidential. We have not given them to the Texas Railroad
Commission; we have not given them to the Kansas Commission: and
we do not propose to make them a matter of public record, alone.

When the industry does it, that's fine with us.

Q Whét is it that makes that information confidential in
states that do not have market demand prorationing?
A We just don't think it has any bearing on what the

market demand for New Mexico crude is. We have a demand for so

and no more,

argue with you, but I can't follow

5

Q I'm not trying t¢

your logic. You have stated that in the opinion of your company
it is proper that each state, irrespective, apparently, of its
statdtory requirements --

A That's right.

Q -- have a reasonable share of the market that youﬂhavé'
for crude oil. . How can you then say that it is not of conssguence
tb individual\state# to determine Wheiher in fact that is fhe case}

A I think it has nothing to do with what our market deman?

In other words, we run our own business

o s e g e R RO FRReS - " g e
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with respect to what barrels of crude we think we have a market
demand for in New Mexico.

Q Mr. Pielsticker, it's true that it's vyour own business.

‘li' “g Do you not tbinkAwhen you come before this Commission, to justify
’ g taking a position ditterenl than other purchasers in this State,
é that it does become a matter of public consequence?

> A No, sir.
$ = MR. PERRYMAN: Certainly not.

‘z' A 1 dontt think so at all., I hope you don't discuss

.éﬂ the incréase of purchases of New Mexico versus other states.
%x Q We have heafd the answer here, Mr., Piélsticker.
z‘ é% MR, CAMPBELL: If the Commission please, I would like
; %; at fhis point to adVise the Commission that I'm going to ask a
: éf series of questions to Mr. Pielsticker in connection with the

‘praCtices of their company in other states than New Mexico. I

do that on the basis tha% in our opinion that is a matter of very

B ‘ definite relevancy to the attitude the State of New Mexico takes
3 in this case where purchasers! prorationing is involved, as well
CEN as in the interpretation of the market demand statutes in this

] b
- m F.“?r"z:“-a,: S 2o S gew:au&-‘ "{7&?”4
e

£ I 13 6 o o o o we v w w w4 4

| DEARNLEY-MEIER REPORTING SERVICE, Inc.

- AL'sunuanuz, NEW MEXICO

State.
In the event Mr. Pielsticker is unable or unwilling
to ‘answer these questions, 1 intend to request the Commission

to ask the company to furnish the Commission and this record with

the information. If ih& ‘cowhany. . does not see fit to do it, I

am going to ask the Commission to issue its subpoenas to obtain
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runs everywhere where we purchase, whether it's the Rocky Mountain

PAGE 15

1nfnvma+'en, Bacause 1 o think 1t'° extremely pertinent, in thoe
lighti of thé market situation,
MRe. PERRYNMAN: We object to the series of questions
as Mr. Campbell has proposed to as k. We have already stated that
we do not feel it is within the jurisdiction or province of this
Commission-fo determine our purchasing policy in other states,
MR, CAMPBELL: May‘I proceed with my questions?
MR.,PORTER: Just a minute, Mr, Campbell,
(Whereupon a discussion off the record was held, )
MR. PORTER: The Commission will overrule your objec-
tion to the questions, |
MR. MORGAN: I might ask You a question here., As I
recall your testimony a moment ag0 -- excuse me, Mr, Campbell --
you said that you thought that twenty percent should be enforced
from all sources in the eleven states from which yob purchase?
A That is correct.

MR. MORGAN: 1Is it being done?

A Yes, sir, We have taken across the board on Janvary

U7
L ]

Texas; Louisiana, New MeXicé; and so forth; and we have not made
an exceptlon to 1t to date. The only exceptions we havo made,
when I say that let's take a small lease where there were no runs
in Janvary, They may run it every‘o+her month or sohething. Then
wc’uave-;‘ en the last prev1ous month's runs that we have prioxr

to January, and taken eighty percent of those, We have not made
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for New Mexico crude as to what weire buying in Texas, Louisiana,

any exceptionse 4_\
MR NORGAN: And so far no state has put an obstacle,
an insurmountable obstacle in your way to do that prorationing dowh
to e ighty percent?
A No, sir; no, sir. No, sir.
MR. PORTER: You say this twenty percent is based on
your actuval January takes or the latest takes that you have made?

A No, itis based on Jaiiuaiy LakKes o¥ on hoce few eveen-

[ SRRy

9]

tions, MiaPorter, on a lease, that may run crude only every1other
monthe. If there were no January runs, if they ran crude in
December, eighty percent of the December run is a base of some
kind.

MR. PORTER: Isnt't it a fact that in all the states
where you purchase that you report to some agency the amount of
purchases tha£ you made?

A Either a State agency or a State Tax Commission. 1
don't think there's an exception to that.

MR. PORTER: Then why should your ﬁuichases in those
states be a3 matter of confidehce?

A Because we donft think we should be forced to give
our figures unless the entire industry is. We have a lot of
'competitién, producers, and this,that,and the other thing, and

we figufe that that has no bearing whatsoever on our market demand

or Arkansas, oxr so forthe

R MR AR A S R i e Sy e b AR [ e e
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. MR. PORTER: According toAyourmpresent pclicy right
now, what you buy in any state doesn't influence your purchases in
w: any other state?
?ﬁﬁ = A 1t influences them overall-wise, because we can only
‘ré z handle so many barrels of such types of crude.
é{: o § MR. PORTER: Mr. Campbell, |
i“: g% Q (By Mr. Campbell) Let's pursue this January, 1960,
! % $ ?% approach that you have taken. I assume that was taken because
i i E »that'é‘the last month for which you have had complete figures of
;’ é E what ‘you purchased, is that correct? - ‘ .
%I A That is correéct.
%r» %i Q Dontt you believe that the fairness and reasonableness
e P
?3 33‘ of the prorationing'that you do as a purchaser in various states

depends on the status of producticn from units or wells in each

¥

of those states on January lst, 1960?

DEARNLEY-MEIER REPORTING SERVIi

5 A That's right.
& % Q - S0 that if you are producing, assume you are producing
5 é from some wells in the State of Wyoming or Montana 400 barrels of
%@« . o é??  g\ 0il a day under a non-prorated statutory set-up, and you are pro-
? % - ; ducing 37 bar;els in the State of New lMexicy, éitwenty percent
: :éif § reduction is not relative.
%iﬁ g A I don't recall of any place where wetre buying 400
*i:: barrels per day per well, ‘
«ng; Q Do you have the figur;s on what you are buying per well?
»_%E} A ) No, I:dﬁhffihavé,~ahdﬁlﬁdonft7know tha# we Cain SVEn
- ~
N ?' imjﬁp
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compile them,

[,

Q I beg your pardon? |
‘ N A I dontt know that we can even compile them,
f\gf . Q How do ycu know that you are not purchasing that much?
k g A I said I don't recall of any place we are buying ;
g 400 barrels per day per well. '
| Q Then you must know what you buy per vell per day, do
you not?

A I would assume we could compile those figures, I do

not have them.

Q What is the total amount of crude o0il that you have
purchased in barrels in each state in the eleven states that
you purchasede«-

A I still say that is our confidential information and I

will not answer the question.
Q May I complete the question and you can refuse or

~do whatever you wish. What is the total amount of crude oil in

barrels purchased by you in each state for each month since-and -in

DEARNLEY-MEIER REPORTING SERVICE, Inc.

g; cluding May of 19597 \
; A My answer is the same, it is confi&edtial information,
;;  § I'1l not answer it. )
‘{_ % Q In January, 1960, what percentagé of crude oil was
gff ’ received from your connections in each state in which you puréhase
‘ ‘“,}§ from wells which are owned and operated by you or some of your afff-

liates?

B s R SRR A e i EOTRETE T RS ST . "“**"‘*‘"



T e i ) PAGE 18
. compile them., S 1
é Q I beg your pardon?
\ A I dontt know that we can even compile themn,
- - Q How do vou know that you are not purchasing that much?
! . A I said I don't recall of any place we are buying
- S : s
! S § 400 barrels per day per well, ‘
i i g
P ~~ Q Then you must know what you buy per well per day, do
e ey : ' ‘
. O you not?
P I~ ‘
» g 5 A I would assume we could compile those fi‘gures, I do
| L LE
b n not have them. |
o LZD Q What is the total amount of crude oil that you have
R | ~
o ' purchased in barrels in each state in e eleven states tha
» Q&: hased in barrel each stat the el tates that
j E you purchaseds-
\.‘.’_‘ Pig | . : . )
,’%jﬁ § A I still say that is our ccnfidential information and I
3 4 o Will ‘not answer the question,
L
- E Q May I complete the question and you can refuse or
‘ - >; do whatever you wish. What is the total amount of crude oil in
- S |
“1, ~J barrels purchased by you in each state for each month since-and -int
'J 2‘ 9 ‘
s % § cluding May of 1959? S \
~— gk 2 ‘
g - g g A My answer is the same, it is confidential information,
LMy -
B % : & I'11 not answer it.
o o o ‘
: ;7*! H Q In January, 1960, what percentage of crude oil was
. : e |
£ received from your connections in each state in which you purchase|’
s .
o e from wells which are owqed and operated by you or some of your afffi-
e d U liates?
B " |
B ]
) 2' -
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PAGE 19
A P answer T The eame on van, T T

Q Do you have that snformation?

A 1 could compile 1t { do not have it here.

Q Could you compile the information with regard to the

previous question 1 asked you, to which you objected to ancwering?

A Possibly. Possiblye.

Q  Vinhat are +he companies from which you purchase crude oif

in each of the.states in which you purchase which are affiliates

of your Standard 0il Company of Indiana?
A There's only one, Pan Amcrican Petroleum Corporation.

Q Do you have the daily production of Pan American

Petroleum Corporation in the State of New vexico for January, 1960p

A I do not have it with mee.

Q Do you xnow what percentage of your purchases in the
State of New Mexico ;n’January, 1960, were from Pan American?
1 do’not.
D& you have that information?
I do not have it with me.

Could it be compiled?

» o > O >

Certainly.

Q Maybe you gave me the answer to this question, but
I don't believe you did. What pércentage'of the total crude 0il
which you are purchasing, domestic crude 0il, is purchased in

states not having statutes proréting 0il to market demand?

A I do not have the figurs with me.
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PAGE 20
Q Th5¥“figure would be available if the Commission
required 1t?
A Yes,
Q If the Commission requested it, would you furnish it,

or are you saying here as to the questions that I'm asking you,

the ones that you objected to, that you refused to furnish the

:information?_

A - 1 would reque-to furnish‘it as a mattér of public in-
formation, o -

Q So you would refuse to furnish it Yoluntarily to the
Commission?

A That is correct,

Q What was your'feasdn for yqur“décision to institute

the purchaser prorationing in the state?

A We had a lack of market of one hundred to one hundred
twenty thousand barrels a day. |

Q What was the crude runs to your»refineries or affiliate

for each month commencing with Mey 1959, to the presents Do you

-have those figures?

A I think I probably have them somewhere here, It will

"take me fifteen to twenty minutes to dig them out. Let me say

this, that I gave you a figure of January runs, maybe this will

answer your questions; of January runs of approximately 644,000

barrels per day. March scheduled runs are roughly 520,000 barrels

*

pér'day.‘ Does that-help‘to-answer your'queétidn wiﬁhcut>gbing

L
1

it st




oy

L)

. OF R e

.0

i

DEARNLEY-MEIER REPORT'NG SERVICE, Inc.

ALBUQUERQUE, HEW MEXICO

PHONE CH 3.669)

into the details. - )
Q That helps to answer my question. I would like to ask

A Late in Fobkruory.

Q Had your gtocks situation been getting worse over a
period of several months? | .
o A bFég;Qaiyvﬁéé fheHSaawmoﬁéﬁ;”kJanﬁ;fy ﬁgsnﬁbfwbéa;k“k

PAGE /1

you if you will furnish to the Commission for part of the record

“ bt m aann dha msasida e L£lmmn?am 2m Am £ +ha manthea
i [V SR ARV R i -+ A > e e [ 2SS I S

ke

from May, 1959, inclusive, through your most recent figures?
A Yes, I have no objection to that.
Q When did you first determine that your situation was

such that you would have to initiate purchaser prorationing?

February was definitely bad, and we anticipated in March, as I
said, of going to storage without any proration, of somewhere

between one hundred and one huﬁdféa twenty thousand barrels per

daye.

Q What occurred‘with regard to the market?

A Just a lack of demand from our customers.

Q Do you know what the reason was for that?

A . Cuts in refinery runs; 1 mean that is an industry
answer,

Q Do you know whether your company considered reducing

refinery runs prior to February, 1960?

'

roducaed tham 22000 harrels a

‘l)

i

Wo did raduce them. W

day in January, as I testified.
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- ’ PAGE 90

Q Do you have the figures on your reductions for the

previous months?

] A No, I do not have.

k‘j z Q Do you know whether you made any reduction in refinery

3J“: g runs prior to Janvary, 19607 ﬁ .

é i § A I am sure that we did, but as to the figures, I would . .

fﬁw have to check,the‘recordé on them.

éug Q The figuresthat you have agreed to furnish the Commissibpn .
5 “ie; would provide that information for each month, would they not?

é;mi . A That is correct.

] le“ Q Do you h;ve>or will you furnish the Commission with the

crude o0il and four major product stock levels of your company at

the beginning of each month from and including May, 19597
A I can't see what pertinency there is to that. We
furnished the Texas Railroad Commission figures, which we did

vesterdav.

Q I am asking that you will furnish the New Mexico

Commission with those records.

T YT W e JE3 s

A If the Commission asks me,

e

MR. CAMPBELL: I would like to ask the Commission if

DEARNLEY-MEIER REPORTING SERYICE,: Inc.

4 LBUQUFRQUE, NEW MEXICO

they will ask Mr, Pielsticker to furnish these figures for the

record in this case,

= Q (By Mr. Campbell) Those are furnished regularly to

the Texas Railroad Commission, are they not?

Onlv unnon
iy unor
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PAGE 23

~happen to have the figures which we furnished to the Railroad

Q They dre requested regulé;iy, are they not?

A Well, let's sce, we had two requests last -~ we had a
request in March of last year and then there were two others, 1
believe in, one in the first of November, ard my recollection was
that there was one other one; since November, one, until the March
one at the hearing yesterday we have had no requests for those
figures,

Mr, Pielsticker, the Commission will

MR. PORTER:

request that you make these figures available.

MR. PERRYMAN: VWe will have to take a look at ihe reque
A What figures, please, Mr. Porter?
Q (By Mr. Campbell) The question I asked, what were your

crude o0il and four major products stock levels at the beginning
of each month since and including May, 1959,

A I have no objection to that.
MR. PORTER: It appears to me that is information that
you do furnish the Railroad Commission upon request.

A Upon request we do, and I have no objection to furnishi{
you those figures. ‘

Q (By Mr.,Campbell) My next question is élbng the same
lines, What were vour company's desired levels of stocks, of
crude o0il and four major products at the beginning of the same
months?

A We probably will have to calculate those, unless we

5¢ o




order in connection with purchasing eighty-three percent of your

purchases in January, 1960, are you?

A No, sir, we aren't,

%
i
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Q Do you know why the amount was -indreas'éd'ffrom'eighty' SRR B
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F PAGE 24
- Commission. They have made thé_ggﬁe réquest, and we furnished
\ ; those figures to them.,
™ )
Lo Q Don't vou believe that you probably do have those recorfds?
}% = A If not, it won't be too hard to get.
DR 3
4 > Q Mr, Pielsticker, as I understand you, you are presently}. »{
oy 18]
! 3 § prorating your purchases in the State of New Mexico on the basis
S 87 ,
‘ =~ of a twenty percent reduction from your purchases in January, 1960,
i - &2 ' A That's correct, f
" 22 Q Except as to wells producing ten barrels of oil or less ;
| a A per day? :
: = A That is correct.
B ¥ oba P
;; C E Q  You are recognizing that restriction in the emergency
%; ‘ EE order of the Commission?
: =
o A Yes, sir.
gg Q Then you aren't at present complying with the emergency
P~y
=
Sy
3
—
-
(~
=
=
)

percent, which was your request, to eighty-three percent?

A We think that in all fairness to the other states where

we'lre purchasing cil, thai we should treat everybody alike. We
certainly cantt see why we should buy eighty-three percent from

New Mexico and only eighty percent in the other states.

¢

| -

Q Are you yourséif“éwgre of how the New Mexico Commission
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A\Z\" - arrived at the éighty-three perce;nt’;
1\. ‘ A Yes, 1 anm,
\ M Q What was the reason?

"“M 5 A The reason was that we thought at the time that we
(\; é viired the Commission the same wire as the time before when we had K
S § to prorate because of strikes, I thought,Mr. Perryman and > the
"" 'E"\ lawyers wera out of town, 1 thought it was either a rule of the
—: § Comﬁission, or a part of the New Mexico law, in which you could
e é not prorat_e waterfloods, and apparently T 33 Wiond.
&r; / 533 | Q | I think you were right, ‘but thatts neither here nor
z % there at the moment.
;,, ‘ E A That's not for me to answer,
g ' 8 Q On thai point we agree, Mr. Pielsticker, but nonethelesF;-
Eg :&é MR, PORTER: At this point, Mr, Campbell, I feel I
?E % should make this explanation, Aﬁ the time the Commission entered
f\ E : the seventeen percent order instead of the twenty percent as
3E >l4 | i-equested by the Applicant in this case, it was our understanding
,“‘ﬂ E that they were exempting waterflood in other states, and we thé)ught : e \
u :é g if we restricted waterfloods here that the computations shetld

— g § be seventeen percent. But the testimony this morning, I believe,
%g § has brought out the fact that they did not exempt waterfloods or
;E g the high water prod'ucing wells that we had \first,originally thoUghF.
%"‘ You may proceed, |
§ - | Q (By Mr. Campobell)} From how many pools in New Mexico is

Ej’ your company the sole purchasef? |

i
o g’(; :




.P* PAGE 26
A:; A I can't answer that. I'm sure that's a matter of o
o tecord with the Commission. I do not have that in detail.
| hf Q Then I assume you would not have the detail as to in

:\ 3 s P) . 3 ¢
‘ howt many pools in New Mexico and which pools there are other pur-

- g
Eﬂif é chasers than your company? ' .
§ § A No, I wéuld‘notthave. _

- Q You are aware, are you not, Mr, Pielsticker, that

bnder New Mexico -statutes and regulations, that a"producer who has

oy

%een prorated by his purchaser has the right at akfuture time to

seek a back allowable to make up the production which has been lost?

A Yes; sir.

Q And your company has in the past, as I recall it,

———n 5

recognized the orders Qf the Commission which permitted making up

=

back allowable?

Aﬁ N
a B
§

. ;Eﬁ A Yes, sir.
%:: Q Are you prepared, so far as you now know, to do thaﬁ
* 'i- in the future? |
‘ ?:E A - In the future, yes, but when thekfuture may be I don't \
§{ﬁ cnow, depending upon our market demand for barrels of crude oil in |
]

‘the future.

4
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Q | Do you have any estimate as to how long you believ&

purchaser prorationing'will be in effect in the State of New Mexico?

s K

. A No, sir, I do not.
. Q Do you know how rapidly this reduction that you have
R , : , . , , ; . . : s
E *:ade‘on your purchases will reduce your stocks to what you consider g o
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Why are You not apje to
You S3y "reduce our stocks, Oup Purchaser Prorationin
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No, thattg Crude 0il,
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Q Yes, sir,
A I can't answer it. Maybe Lr, Shoemaker can, L canit,
Q Do you believe it will have any substantial effect on

your position?
A Not substantial-wise, no. As I recall, the reduction h3
Loon eamathing in the neighbqrhood of 3,000 barrels per day for
each of the months. Somebody correcf me if my‘fiéhre isnﬁrong.‘
But of total, what was the State producing?
MR. SHOEMAKER: I think the hearing yesterday, 1 pelieve,
was:around 2,000 barrels in Southeastern New Mexico, isn’tqthat

wihat i amounted to,

~L2 . -~
U Liuvil v

]

£
£ 2,000 barrels

he top amount pro

c

’
per day in actual production. I believe that was the figuie.

A In answering Qoui question, it would not be substantial
oh»our’part, I'm sure.

Q Have you made any calculafion to, determine what the
top allowable would have to be in New Mexico for you to acquire

the amount of o0il that you presently desire to purchase in this

state?
A I haventt,
Q I wonder if Mr. Shoemaker has made such calculation.

MR. SHOEMAKER: Excuse me.
" MR. CAMPBELL: As to what the daily allowable, top unit
allowable would have to be in New Mexico in order for your company

to acquire the amount of oil you presently desire to purchase in

‘i{""""‘ R ‘Mm:‘%.ﬁ:ﬂﬁ\w)’w FRR ARG
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MR SHOBEMAKER: I haven't made any such calculations,

Yre. Camphell, Our nominations were 34,000, though, a reduction of

six this last month., They were proViously 40,000,
I’'R. CAMPBELL: 1In the previous month, or in January
I believe tﬁé testimony was that you purchased some 56,0007

IR, PERRYMAN:\ 56,700 barrels.

MB. SHOEMAKER: We requested at least a ten to fifteen
“percentlyeduction_last month at the hearing,

Q (By Mr. Campbell) Mr. Pielsticker, I would like to
ask you anotﬁer\question or two about your practices in puréhasing
in states that do not prorate to market demand.
¥R. PERRYMAN:

Just a minute. We are going to object

to those questions. We feel it's outside the jurisdiction of the
Commission to determine anything but the market demands of New

Mexico crude oil, We don't think this has anything to do with the

New Mexico demands for crude. 5
| MR. CAMPBELL: I would like to make my position clear
on why I'm asking these questions. There are really two reasons.
In the first place, month by month here we hear purchasing compani
come in ard in their testimony refer to the status of national
stoqk»levels of crude oil and products; it abparently is a factor
in the basis on which they nominate and purch;se in the State of
New Mexico, 1If that is a factor in their determiﬁation not only

" as to general nominations, but certainly as to purchaser proration

ing, it seems to us to be very pertinent,
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In-£he gécond place, the &&%ness has testified that
they constantly make an effort to reasonably allocate their total
domestic demand between the states, and if they are attempting to
do that and if in doing that they nominate "X" number of barrels
in New Mexico and purchase "X" number of barrels in another
state, it is pertinent, it seems to me, to the State of New Mexico
to know what that relative citialion is,

It is particularly pertinent to know when they're comin
before this Commission for a special order "authorizing them to
prorate o0il in New Mexico instead of the Commission prorating it
under the statutes., I think it's véry pertinent to the case here
at hand.

MR.‘PORTER: Mr. Perryman, the Commission will over-
rule your objection. It is difficult to overrule an objection or
determine what it should be, but I'm assuming that you are still
objecting to this general line of questioning?

MR. PERRYMAN: That's correct, on the basis that it's
outside ihe jurisdiction of this Commissicn.

MR: PORTER: Questions concerning othesztates? N

MR. PERRYMAN: Right.

MR. PORTER: Objection overruled.

Q (By Mr. Campbell) Mr, Pielsticker, how much oil does
your company purchase in each of the states in whichvydU‘purchase
0il from Pan American?

A How much by each of the states?

:
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Q Yos,msir. "

A I do not have those figures available.

Q Will you furnish that information or is that considered
confidential?

A I think that is confidential information that has
Hn\othing to do with the subject at hand.

Q Can you give me the production, the production now by

barrels, for each month, in the eleven states in which you purchaske
0il since and including May, 1959, in each state by wells operated

by Pan American?

A I cannot.

Q Do yoﬁ have that information available?

A T do not have.

Q Your company would not have it?

A My company would not have it,

Q One of the companies?

A I am sure that Pan American would have it, in the normajl

course of their business.
Q Do you know the highest rate of production of wells

from which you purchase oil in the State of Wyoming?

A I do not.

Q Would your company have that information?

A Possibly. I wovuiil'd have to check the records.
Q

Would you have that information:'with regard to the
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A Iy answer to the question is the same.
0 Wonlad vour answier, of course, be the same with regard

to the State of Utah?

A Right, for any of the states in which we purchase.

Q Will you furnish that information to the Commission?

A L will not.

Q Where does fhe crude o0il which you purchase in the Statd

of Utah, where does it go?.

.
L

A The State of Utah? It's a rather small amcunt, 35 lac

as Ikkhéw I think it all goes to our Salt Lake refinery, the Utah
Refining Company.

Q Where does the oil that you purchase in the State of
Wyoming move?.

ome of il moves west to Salt Lake, and the balance intg

[¥2]

A
our Casper plant, and the balance of it into the other refineries
to the Eaét.

Q Is the destinaticn of the oil you purchase in Montana
essentially the same?

A Yes, some of the Montana crude could go west, depending
on the demand of the Salt Lake plant. The balance of it would
g0 eas;; ’ B _

Q What would be the destination of the crude that you
are purchasingwfrom the Jewelsburg Basin?

A' It would all be east, there's no physical way to move

3 )
e wm -
lt LIRVE~ RN 4

’ ‘ﬁ;:; | C

£t gt ket A
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\ “ Q Does 3 cons:-derablo portion move into Lhe State of
a\\
Kansas?
| A 1nto the State of Kansas? \
L = Q into Kansas?
- % \ A ,-“-.-:.:*oechansas, put none is refined sn Kansase
s 3 q  Where 3° st refined?
b = ; \
. ’-L A Probably refined either at our uniting. Tndiana, plant;«;\\
;; :vd ;ﬂ
e ,2 the Sugar creek, MissouTls plant; or the viood RiveT: 7111inoi%,
L = -
é plant.
wn Q yiherce Siec the oil that you purcha:‘,c 1n the gtate of
| - Z, Mebraska destined?';
% v & A To the same destlnatlon, all the Jewelsburg Basin crude
A s ‘ :
“‘ a Q All the purchases you have in the State of Kansas 9°
e i~ to the Kansas refinery?
i -4 % A No, not KansasSs Your Kansas crude could 9o o Neodesna
4 - - - .
o E | +the Kansas plant, or the vhiting, viood RiveTs or Sugar Creek
- ;>'q refineriess ;
e = ;
S '2 VR. CAMPBELL: 1 pelieve ihat's all the questions >
t g .
i E‘é% have NOWe 1 would jike to request, however:s that the record
S - o
: o H remald spen in this case until such time as the i.nformation which
%
g the company has agreed to furnish'is furnished, and opportunity \
- ,
3, A
?; given for us Xo consideXx requestingd that information which the
s o witneés has refused to make a'v‘ailable be 'furn{shéd upon subpoenae

MR POR'TKER; At this time the Commission would 1ike to

nialatickeTs or if any°
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olge has anything furtéé;mig‘6¥¥;;fgﬁuggéAcase.

MR. CAMPBELL: I would like to make a statement.

MR. PORTER: * First 1 would like to excuse Mr, Pielstickdr,

| (Witness excused,)

MR. CAMPBELL: "I desire to make a statement.

MR. PORTER: Go ahead, Mr. Campbell.

MR.. CAMPBELL: I would like to say first that I'm sure

it's quite apparent to the Commission, as it is to producers, that
purchaser prorationing inevitably is going to adversely affect
someqcorrelative rights, and can and has in the past very seriousl%
affected them, particularly with regardAtu pools from which a
purchasing company is not the only purchaser and where another
purcliasing company continues fo purchase the full amount of the
allowable granted by the Commission from those wells. It is a
rather hollow thing in most of the cases, I'm sure, to say that
the wells from which this company or an? other company establishing
purchaser prorationing purchases have a right to make up the o0il
in the future -- the right without the ability is pretty meaning--
less, and angreat many of the wells in New Mexico, as this |
Commission'knows,’are in the category between ten barrels per
day and the top unit allowable, or they are so close to the top
unit allowable»ihat continuing production is going to brihg them
gown to the point where it is impossible for them in the future

o make up the 0il that is lost to the offset operators by virtue

- £
VvV

urchaser prorationing of any kind.

’4QWMM@".::i}%EW»’M{%x«‘, e
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purchaser. The extent of this problem, it seems ic my, is

It is also true, I think, that the same situation is

ohvious in connection with waterflood projects. The make-up
provisions are pretty meaningless in that regard. So this is, it
seems to me, an extremely sericus situation. I'm not suggesting,

or I would like to if I thought there was statutory authoritv for

LlaL
Liyad

if; the Commission refuse to permLi iihis, buL_iL GucL seuinm thot
the Commission should use ever? éaution to protect; insofar as
possible, the correlative rights of the various producers in this
State and’prétect the rights of the State insofar as it may be a
royalty owner under those tracts that are prorated under purchaser
prorationing. I think that in each of these cases the Commission
should have available a pretty careful analysis of those fields

in wkich purchaservprorationing is put into effect where fhere are

ther purchasere whe continue tn nurchase the full amount of oil

Q

and where the wells in those nouls cannot and probably will not

in the future be able to make up back allowable; and perhaps they

‘should give some consideration to reducing the allowable from the

entire pool to a point where all purchasers are permitted to pro-
duce their fair share of the oil from that reservoir at some time,

That, of course, is a more drastic thing than perhaps

jote

s being recommended here, but certainly the o0il is not lost to an
producer or any royalty owner undér those dircumstances here.
The purchasing company, I presume the Commission must know, we

certainly dontt, the pools in which this company is not the only

mpoTha

I s
Jote

4 \;%
.%F.é;’
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and should be in all tﬁe CaAses doterﬁined by the Commission.

Now on this occasion, when a major purchaser of oil
in New Mexico -~ I guess perhaps the largest purchaser of o3l in
New Mexico -- 1s imposing purchaser prorationing upon the State
and its nil producers, it seems to us appropriate to try and analyge

some of the conditione which have brougnt this situation upon us,
|

Lie ruture Ly this or other purchasing

companies,

Certainly it cannnt be said that thoso states, including .
New Mexico, which try to practice market demand prorationing aié
responsible, Recent statistics presented to the Interstate’ :
Cil Compact Commission reflect that Texas, Oklahoma and New Mexico
have borne all of the recent curtailment of production of crude
0il in this country. The first niné months of 1959, 5s compared
wiﬁh the first nine months of '58, have been borne by the same
states. These states are called upon to Eéir the same proportion
in the present curtailment as do other states which do not prorate
r which pay only iip-service to it. If market demgﬁd

v

proraticning is to survive, and it must if we are to have a

O -

at all

6]

stable industry and if the independent producer is going to survivp,
then we are leigated to try to find the causesupf the instability|
which can lead to a cgéégfioh:of éhéos such as éxisted many 'y ers
ago before some oil-producing states had the wisdom and foresight

to adopt market demand statutes.

It seems to us in our Associaiion, in trying to analyzj

' )
’éfaf
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T T e
’ this situation, that those of Us who are Part of the industrs

J tave the obligation to put this "industry ftatesmanship® ye talk
about so much into bPractice, At the Cetober, 1959, hearing before

this Commission, a Witness for , pu_chasinq’CGmpany meOoE h o e

2
© ) )
. 1,involvnd hers 2nliiae oo T wnether, in his opinion, there was ;
; (O | ‘ s
Vd $ direct relationship betveen the status of stocks of refined l_
S , I *
=~ Products ang the market demand»fc:“c¢ude O1L in the State of New
S s S )
25 Mexico, He was then asked if

His answer Was in the affirmative,
the refined stocks in the country Qere €Xcessive, Again his
answer was in the affirmative, Finally he Was asked if hisg
coﬁﬁany intended to do anything about it, and he said they were
goihg to try, Only 1ast week, ér perhaps this week, I read in an
oil pPublication where, ¢ommencing in February, for tﬁe first time,
that particulaf companv wase Teducing its refinery Tunse, The dig-
Couraging facts are that neither his cémpany nor others having
refinery Operations hava done anyfhihg fecn enough to help the
' Situation, Instead, in the apparent desire to show low per unit

refinery costs, the situation has gone from bad to worse, The

Hresult;df»thev;iziagLup‘of relinery stocks,

problem to atfrib&te“thisvtb’that old SCapegoat - weather condi-

o oy R & : .
"ﬂ‘%‘%%ﬁwk&[ Pt R E RS L e T S
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this is a critical factor in the picturé;

The second factor we would like to méntion is the
importation of crude oil into this country,which has been brought
~nt hava tndav., continues to be a competitive factor that compels
companies because of their competitive posiiion and the tremendéus
competitive advantage of imported crude to adjust'their whole
domestic approach cn how much crude o0il they are able to bring
into this couhtry under the practice. Tfhere was a Lendency on
the part of a lot of us, when the Mandatory Imports Control was
adopted, to assume that this particular problem was solved. This
Commission no longer requests information from purchasing companie
as to the amount of crude oil they are importing into this country,
Evervbody thought that when it had an opportunity to work then
exploratory and drilling operations would increase and the domesti
market situation would improve. This certainly has not been the
case. The program is most commendable in thai it Tecognizes the
problem and it has put a 1id on the growth of imports at the
source, but it haén't been ‘enough., The Administrator, in the limi
of his authority and under terrific pressure, has held the line,

Wyt
.8

but the rate of iwmports of bkoth erude oil and»products-into
country dhder most favorable competitive conditions has added to
the supply problems of the industry and continue this slow-down in
explorafory and drilling activity in the Stafe of New Mexico,

At least, it has been an importani fac

Finally, and this is why I have been asking the questiqhs

ts
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today, because I think it is an extremely important part of the

E

ultimate picture of domestic supply and demand of crude oil in thig

country, we are facing a rapidly growing problem of 0il coming ontd

the domestic market from states which do not prorate nvadinticn

in relation to market demand. We in New Mexico are particularly

4 e
4 ¥
R ‘ £ E
6691

PHONC CH : -

aviare of this, as we sit helplessly by every month and hear the
amount of crude oil being moved across the State of New Mexico,
un-prorated crude oil from the State of Utah, which despite

the tenseness of the market situation, has not been reduced in -

2ny substantial amount. As a'matter of fact, if I could recall thd

He
i
b
k)

figures correctly, the amount of oil moving last month was an

increase over the previous month and it will be interesting to

see what the amount is next month as additional companies complain

about the general supply situation to regulatory Commissions in

o
B

states which prorate to market demand. I realize that ocur Commissi
has attempted to convince some of our neighbors that they should,

in the interest of conservation and the avoidance of chaos in this

phase of the industry, adopt a market demand approach. It is not

easy to make this point until the bad condition is already upon

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

us, particularly if the oil industry, those people who operate in
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Thus it seems to us that in these three areas of unnec-

essarily high product stocks, excessive imports and unprorated oil

3
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here we find the true reasons for the hearing today.

3

We urge this Commissior to-continue to attempt to realiLt—

~
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. ically administer market-dermand prorationing in this State and
Nora
not te yield to the temptation to set allowables higher than
vl + '3 . > . .
A necessary in order to provide a fair share of the Mew lexico oil
ho _ to the naitional market. We do this in order to encourage this
4 o
3 -3 .
\ ki . . . . A .
YT m and other Commissions to try to maintain a stable condition in
et 3 ‘{
: w . . 4
o . & their own State in the face of these conditions that I have men-
e X .
v a I

tioned, ‘particularly with regard to unprorated oil from other

statess But at the same time we suggest that the Commission

- g o w e ‘e T .. 1% LI T T Joh £ 2.1 - e Tare)
use 1te authority, directiv and indiraectly, Tirst to encourag

those in the industry having integrated operations to get and keep

their own houses in order with regard to states; and to urge

cut-backs in‘imports under the Mandatory Control Program; and,
third, to encourage other states and industry representatives in

them“to recognize the urgent necessity for market demand statutes.

.
.

¥
£

MR. PORTER: Does anyone else desire to make a statemenit?

¢
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%*' MR. HAMPTON: John Hampton, representing Geeat Western
|-
§ . Drilling Company.
gf? Gentlemen, Great Western Drilling Company produ=¢s LoL
il ) ;“T g primary and secondary oil in New Mexicb. As the Commission is -
?» . V %SJ ; well aware, we aré operating at the present time two waterflood
%i: § projects in the Caprock Area, and we are installing a third water-
‘ ifﬁ g flood project here, None of these projeéﬁs that we opérate, waterf ;
O E e < : : ‘
% - floods that we operate in New Mexico enjoy a capacity allowable,
. 12 Two of these»projects are operated under the Commission revised

it
®

&

Rule 701, and the other project operates under a unit allowable.
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1 3 Gentlomen, these projects are designed and operated to
93: Yoy
T stay within those allowables. I believe the Commission recognizes
“~ . . ‘
: * that a waterflood project has to be upcerated eomowhat different
{kﬂ _ from primary operations. I belicve that's evidenced by the fact
. o
v oa ¢ . -
8 » that you do have a special allowable and a rule regulating water- ‘
A r Y P g \
‘b. [
?‘ég , é - flocd preojectes. Cortainlv wae feesl that if an operator can be
:‘(. a
S a4 called up and told two or three days ago, "We .are prorating your
- i waterflood project to eighty perdent of what we took a couple or

e

three months ago," we fééiltﬁafyuitiﬁ;téwalmﬁill“be>loS£'Egééﬁsé
of the very nature in which a waterflood project has to be operated.

Of course, we also find ourselves in somewhat the same
situation Indiana said they were in a while ago, We can contemplate

an emergency situation occurring in a waterflood where two or threk

e
%

months ago you didn't have a response, but in the month that we

decided to be prorated, a response develops and what can you do

o R s

with the 0il? We feel there could be a loss of ultimate recoverabﬂe

el A et o

w
R o AT R LR
ve S W A BE Sk o

DEARNLEY-MEIER REPORTING SERV.ICE', Ine.

o0il,
; L’ We ddh't think this particular order is going to affect 1 | . 1
) - ‘i E g’ our projecté, but we are worried about the precedent being set |
§ r g in New Mexico. We thought that part of the reason for'the adoptioh
: ; '3 § of the new Rule 701 in the State of New Mexico was that a water-
f 4 % flooder would have an allowable in which he could operate. We

understood the Commission's testimony at the hearing to the effect

that one of the reasons for setting this special allowable for a

i

1% ] - ) i
,‘L§ waterflood was sc waterfloods could be designed and operated under

" |
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__*_,~_‘-_mﬂ_______“_-ﬁw_ﬁw,___w_muwn_ﬂ._.W___m*_____~______~____~
this Rule,

———e

Gentlemen, we submit that that's what vetre trying to

do in all casesy viith the New Mowiecon Commission, is cooperate to

the fullest, We do, hoviever, fael that its arbitrarily or not

ultimate recovery,

MR« PAYNE: I would like to mention at thls time, it's

my understandlng that Indiang Ovl Purchaging Company doesntt
purchase oil from any vwaterflood project-which is restricted,
MR. HAMPTON: That is not correct.“

MR. PAYME: They do purchase in some of the prorated

floods?

MR. HAMPTON: They purchase from us, yes.,
MR. PORTER: 1Ig that one of your floods which.was

instituted on a wnit Basis prier io the new rules?

MR. HAMPTON : Yes, sir,

MRe PAYNE: That is a Capacity flood, Mr. Hampton,

IR, 1PTON ¢ It'doesn'f edjoy Capacity ailowable.

I'R. PAYNE: It does if you wish,

MR. STREET: My name is E, Bruce Street, and I represen
the Graridge Corporation, I think before i ‘begin my statement
which will be remarks to the Commission, I ought to clarify our

position in the industry,

 qn o

I thlnk we have been kind of forced into the forefront

of the waterflood picture by virtue ‘of our first request for
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capacigy production in the case of thé Caprock, our Caprock flood.
By virtue of that hearing, we have more or less been associated
primarily with waterflood production, but that certainly isn't
the position.of our overall company operation. We operate,cnly

abcut one=third of our production comes from waterflood. Incidently,

we are in New llexico right at the moment very aggressively conduct
ing a development campaign that will keep us here as a primary
operator for many years. That is primarily the major part of our

It mmn e
EERY RV G

t now

I want to address my remarks to the Commission, though,
in regard to this pipeline proratiobingkof waterflood, and to
advise the Commission of what I detect to be a waning interest in
secondary recovery projects within the State.

I think it is to the Sfate‘s prime interest to encouragpg

and to see developed reserves that might otherwise be lost, and
of course, those reserves are available through secondary recovery
operationss. I speak of the waning interest, I draw my conclusions
by association with many companies who have associated themselves .
with the matter of waterflood allowables in Texas and New Mexico;
aﬁd, of course, I'm inevitably in the position, or unavoidably in
the position of hearing theii many comments as to what they con-
sider the prospects for secondary recovery operatiqps'Under the

rulesthat are now being promulgated by the Commission within this

State. Actually, also, the boom on waterflooding is subsiding,

the real bull rush fever that we first observed whgn the success
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» ot Caprock b;égagmapp5¥;nﬁ is nguloﬁgg;mgamévidonce. The reason
for that is that operators have found that all that glitters is
‘ - not gold.
§~< - There are many wiaterfloods that they have been associated
: 0
. é with or had chances to observe since that time that's convinced .
% g fhcﬁ dhot ozt flocd cpinzticons axz cutwamalu Aiffisnlt and
o
e expensive, and it involves the employment of the very finest of
évﬁ engineering staff. So just not everybody is convinced they can
%id take a waterflood and produce profitable waterfleod £il, Toz
T )
,;g instance, our experience in New Mexico, while Caprock has been

0

=z af

o

successful, outstandingly so, and even within that tield 1n tne

w

middle part and the south pari we undcrstond that reservoir con-

-
N

v

ditions have been evaluated where they don't expect the same type
of performance they did in the north portion of the flood. Cther

instances of this kind is in the Artesia where in the pilot we

DEARNLE‘Y-MEIER REPORTING SER VICE, Inc

: %.‘ anticipated a highly successful flood. Upon the expansion of the

;:: pilot we ran into serious operational difficulties, primarily

L fz' water,by-passing, in which our estimates of that flood have been/

?é - g materially reduced. Our flood in the Red Lzke is practically a

ff \\\\\ %’% ; total failure; that one is in the same category. Our experiences
g T e :

%”*““ §§L£ é; in Texas are ‘. about the same relationship, one or two successful
B £ £

EU g ones, quite a few break-evéns, and then some very unsuccessful onep,
%@ ??ﬁ So generally speaking, the first blush of success that
2 i =~ operators thought they wbuld find in any waterflood are just not

_f there.
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B S Actuélly, a].ohg with th;_i‘;wl;ealization, though, there's
‘ a feeling on the part of people that would normally become water-
| \w flood operators that the atmosphere as now being developed within
» = the State is’ really not attractive to waterflooding, to the )
,,.. é‘ present development of waterflood reserves, "
. S § If I was asked to say as to why 1 make these conclusions,
{* = I would list these three pointse HWuwi right hera T have a note to
- § myself to be c‘areful how you say this, cause i’t"s‘ not meant with
, ok é any animosity in any way, but I can really feel it, it's a consensyis
: % of opinion thét people whc are the big waterflooders,potehtially :
3 {*! % waterflooders, primarily in this State and other states, they use-t ’
\; E and this is one of the things I most often have heard, that fov
; .""" E instance, in the Octnber hearing there was an apparent attitude on
§ {3 Eé the part of the staff in which the burden or the entire burden of
ﬁ - g -their discussions was to support the other side of the question
? ': § rather than teo bring out the pc;sition thafivwe were trying to bring
‘ . >l, out. That's a rather broad statement and as I say, I don't make
U’: g it with any animosity, but that is the expressed opinion of -
& \m} % % people that I have been thrown with,
m“ : g z I think another thing that reflects a cha»nged attitude o ‘
: Lﬁ g ‘t'oward waterflooding is the -hearing before the State in the matter |
- i:':: g of restricting the use of fresh water in waterfloods, I und‘erstanéd
. P “there's a hearing that may have been decided, I don't know, but I
ﬁ understood th‘e last I heard it hasn't, That point has been
E analyzed an&:igt one of the hearings, I believe the first Caprock

e

oS3
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th; hearing, it was pointed out that for every unit of water, fresh
1 3 water vsed in waterflood, the State derived in the noighboihood
\i of one hundred times the income that would accruve to agricultural
- - use of that watei; but even then, with that testimony having been
#i f substantiated at the time, the consideration is now beginning, and "
?f S % theré was just not water available unless you use that source of
L_’ ’ Eifﬁ JE . water; we have explored it thoroughly and other companies have,
{ ; i(: &i - too.
Eg iii Ei One thing that I noted that really highlighted the
f‘ . z % feeling, and I understand that this is not a correct assumption;
; E!i %g héwever, this morning, that the Pebble Unit, for instance, it’s
?. ‘§;: E: a buffer zone 'unit in the Caprock flood, was not given an allowablp
?5 %?j. §§ commensurate with the order of 701 which set up procedures for
5 %;3’ gg additional allowable for units in buffer zone areas.
:» E?? gg Actually, the Uctober hearing, when this waterflood
i ?tﬁ Es question was brought up and highlighted so, to such a degree, the
?l gif EE basic issue of that hearing was whether or not waterfloods would
Ei -mmm.giiz Eﬂ take or whetherthey were taking or whether they would take in the -
ik é . E% future a disproportionate share of the market. At that time
| ;L g Humblé adroitly discredited the combined experience of companies

having a total of fifteen %o twenty vears of more waterflood

7
&
&
w2

experience than their company had., It was done in a masterful

ALBUQUERQUE, NEW MEXICO

maﬁner, you have to take your hat off to them for doing it and
the way they did it. It was done without true regard to all the

facts, At-that time ~we said, the side favoring the capacity type
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alloviahbles, that the best way to judéé the future was to look at
the past, and none of the states that have been in waterflood
production for years had ever come upon a situation where oil
produced in excess of the yardstick tock an excessive part of
the market. Humble nevertheless very skillfully pointed out
that the Caprock production would do just that, and that future
flood within the Caprock would make the things untenable, Well,
as the present canacitv or the oresent nradnction Frnmrthr’me
floods indicate that such is not the case, and it will not be
in the future.

We are now producing below, substantially below our
January quotas and ~- I mean‘January production, and pipeline pro-
rationing will not affect either the Graridge flood or the |
Ambassador flood, but that is not the point of my remarks to the
Commission,

The point of my remarks to the Commission is that by
setting a-precédént-fCi"restricting waterfloods as a result of
applicaﬁipn by purchasers for pipeline prorationing, you are undoi
and UnSeaﬁing a long-standirng precedent théf they have arrived at
only after lengthy hearings and considered opinion, and we urge
the Cohmiésion strengly not to take that step of setting that
precedent that will further diminish the attractiveness of develop

-ing secondary fecovery projects within the State.

'MR. PORTER: Mr. Street, I think your statement may

have some remote connection with this case, I am expressing
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nmyself as a member of the Commission, and not as the Commisston,

The waterflood case that you mentioned was heard in October. 1
dont't know if you are askiny Lia L any order we dasue not pertain

to waterfloods or just what the purpcese of your statement was.

ol ':’:“-‘ ] ‘Mﬁ“’uf

\\ , N § I was asked the question last week at a waterflood meeting in
\\( ‘; § Artesia as to wuy wvic 2dded one kind of order at one time and
\ j: another kind at another. The answer was obvious, that vie determing
\X(;; each case on the testimony presenieu th::é;
%fﬁ You wmentionad the possible criticism of the staff for
: g their attitude at the October hearing., I thiﬁk the stafffs atili-

tude was obvious, or at least Mr. Nutter's, in that he made the

& a

recoamendatiomswhich in essence were‘adoﬁted by the Commission

=%

later., He did this- after some two years of observation and study

of the operation of waterfloods,

R REPORTING SERVICE. Inc.

Does anyone else have a statement to make?

EF BX

g
; X ég MR. PAYNE: 1 would like +o ask Mr., Piclsticker onc
%ﬁ E ;L quesfion. Mr. Pielsticker, Indiana is curtailing its purchases
i* ;3 from waterfloods in every state in which vyou purchase?
b T Cé‘ MR. PIELSTICKER: Yes, sir,
E§ IMR. PORTER: The Commission will enter an order in this -

case, I believe the emergency order expires today or tomorrow,

ALBUQUERQUE, NEW MEXICO

T~ ¥ ET &%

allowing twenty percent prorationing as requested by the Apblicantﬁ

% ! .
T SR o U T T et AL NN T L s LR T R ST R S

and Mr., Campbell, we would like for you to submit to us in writing

T

the information which you would like for us to request Indiana

0il Purchasing Company, and the Commission will consider your




.

R

A e

E, Inc.

DEARNLEY-MEIER REPORT ING SER;VIC

ALBUQ./ERQUE, NEW MEXICO

'HONE CH 3-6691

PAGE 49

”;ééﬁést and decide what information we should reqguire from
Indiana Oil Purchasing Company.

If nothing further to come before the Commission, the
hearing is adjourned.

XX%

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO .3 >

- I, ADA DEARNIFY. Natarv Public in and for the County of
State of New Mexico, do heéereby cortify that the fore-
going and attached Transcript of Hearing was reported by me in
Stenotype and that the same was reduced to typewritten transcript
under my personal supervision and contains a true and correct
record of said proceedings, to the best of my knowledge, skill
and ability.
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Albuquerque, County of Bernalillo, State of New Mexico.

NOTARY PUBLIC?
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