'CABE 1935: In the matter concerning -

A RATIONING BY SINCLAIR y
: IN ALL OIL POOLS FROM WHICH IT :
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PRESS RELEASE APRIL 19, 1960
A. L. Porter, Jr. 0oCC
Secretary-Director Santa Fe, N.Mex.

After listening to testimony presented by Sinclair
Crude 0il Company at the hearing in Hobbs on April 13th, the
0il Conservation Commission has decided not to enter an order
officiélly sanctioning the action of the purchaéﬁng company.
The Commission feels that the»testimony only further pointed
up the discriminatory nature 6f the company's action. In fact,
the evidence indicated that 3i'f any states werce to be exempt
from Sinclair's prorationing, New Mexico should have been one
of those states. The Commission, in its unceasing effort to
prorate o0il production to market demand, has reduced the South-
east New Mexico oil allowable each month since the current crude
0il over-supply situation became appareht in February, in order
that New Mexico assume its fair share of the decrease im the

demand for o0il,

All 1egal aspects of this type of purchaser prorationing,

which the Commission considers discriminatory, are being thoroughly

explored by tne Commission's legal department.
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0. A. YOUNG
FRESIDENT

SINCLATR CRye Oy, Commenry

L . A SINCLAIR oOat BUILDING

TULS A, OxLAMOM A

April 1, 1960

Mr. A, L, Porter, Jr
State of New Mexico
P. 0. Box 871

Santa Fe, New Mexico

. Secretary-Dlrector
0il Conservation Commission

Dear Mr, Porter:

This will acknowiedge your letter of March 23, 1960

nteat to comply with yYour direction
by reducing our purchases of oii in the state of New
nately among al) Proration units from
which we purchase'includlng,pforation units within any
water flood project; prdviﬂed,'houever, that in further
compiiance with your direction we shall Purchase 100%

of the oil produced  from any proration unit which pro-
duces 10 barrels of ol! or less dally, g

We shall be
scheduled before
1960, in Hobbs, N

Pleased to appear at the phBTi#»hearing
the Connissloa‘atﬂs a.m., Aprit 13,

ew Hexlco,{as directed,

Mr. Frank 2. Gardner, Vice President of the Sincialr.

Crude 0i1 Compary, will appear at aforesald‘heqr!ng for
our company together with appropriate legal counsel,

Very truly yours,

"SINCLAIR CRUDE OlL COMPANY

DAY : ew

¢c: Governor John Burkoughs
Commissjoner Murray E, Morgan
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Sinclair Crude Oil (Jompany
SINCLAIR Ol BUILDING

Tulsa 2, Oklahoma
April 8, 1960

V.4

D. A. YOUNG
PRESIDENT

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

New Mexico 011 Conservation Commission
P. 0, Box 871
Santa Fe, New Mexico

S o R

Dear Sir:

” Reference is made to your lottsi of Harch 29, 1960, requesting cectain !
B i e information which in an attempt to ald the Commission In the performance
B of its dutles we are submitting, :

i In response to the numbered questions subnltted by you, we wish to
A advise as follows:

1. The total amount of crude oil purchased by our Company in aach

state in which we purchase for the -onths of January and February, 1960, i
is as follows:

JANUARY FEBRUARY
STATE Total BPD Total 8PD i
- Texas k,095,255 132,105 4,020,995 138,655 !
Oklahoma 1,516,179 k8,909 1,541,640 53,160 ‘
Kansas 333,591 10,76} 303,166 10,455 ;
Coloraeo 537,447 17,337 510,343 17,598
Nebraska 243,598 7,858 218,167 7,523
Wyoming 867,876 27,996 815,770 28,130
New Nexico 999,843 32,253 935,074 32,243

2. Ve can cnly estimate the total number of wells from which we pur-
chase crude oil in esch state, and such estimates are:

ESTIMATED NUMBER

STATE OF_WELLS
Texas 10,500
Okiahoma 8,455
Kansas 1,365
Colorade 58
Nebraska 157
Wyeming 153
New Mexico

2,0
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Mr. A. L. Porter, Jr.

3.

TEXAS OKLAHOMA KANSAS NEW MEXICO
January 129,100 BPD- 49,000 BPD - 11,000 BPD 30,000 8PD
February 128,400 BPD - ko,o00 PO 11,000 BPD 30,000 BPD
March 124,000 BPD 40,000 BPD 11,000 BPD 30,000 BPD "
April 120,400 BPD 40,000 BPD 11,000 BPD 30,000 BPD
May 117,900 BPD k0,000 BPD 10,000 BPD

Aprii 8, 1960

Our nominations for the states in which we nominate for the months
of Jenuary, February, March, April and May are as follows:

26,000 BPD

L, The percentage of crude oil purchased by our Company in January,
1960, produced by Sinclair Oil & Gas Company, our only domestic producing
affiliate, was approximately 20%.

5. Our actual crude runs to refineries for the months of January,
February, and the estimated runs for March and April are as follows:

January Actual 13,170,036 bbls, - 424,840 BPD
- February Actual 12,206,652 bblis. 420,919 BPD
March Estimated 12,942,500 bbls, k17,500 BPD
April Estimated 12,570,000 bbls. - 419,000 BpPD

6 and 7. The figures requested in your Questions 6 and 7 are reflactad
by the enclosed charts, except for the perceatage of major products constitut-
ing unavailable inventory which we estimate to be in line with industry ex-
perience of approximately 60 to 65%.

8. The amount of oil we purchase from any weil or lease is a manage-
ment decision, based upon the circumstances existent at the time and place
in question.

It is hoped that the above Information will be of some value to you in
the performance of your conservation duties.

Yours very truly,

SIHCLAIR CRUDE OIL COMPANY

DAY: ew”
Encs.,

cc: Govermor John Burroughs

' Executive Office
Capitol Building
Santa Fe, Mew Mexico

Nr, Murray E. Norgea
Land Commissioner

P. 0, Box 971

Santa Fe, New Mexice
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. 0. BOX 871
SANTA FE, NEW MEXICO

April 19, 1360

- e

Br. D. A, Young, Presideat
Sinclair Crude 01l Company
Sinclair 0411 Buildiag ‘
Tulsa 2, Cklahoma

Dear lr}v. Yousg:

In comnection with your purchaser prorationing, it haas

come to our atteaniion that the combined total production

on the Newmont 01l Company Yates "A" and Ballard "A"

leases ix the Loco Hills Pool was less thas 100 barrels

aniiy during the month of .hmry. and your base figures

for proratioaiang are the January runs. These leases which
ave in a2 pilst water f1oed project, have mad a rather
lmtmlu- response since amuary and the result is that
they are aev upchlo of producing several times their capaocity

in m:.
Because of the abovementieonsd conditioms, we are hereby
authorisiag you to run 80% of the assigned allowables from

these leases as reflected ea the proration schedule for
April or any supplement therete.

Your ococperatios in this matter will be greatly appreciated.

Vu'y truly yours,

A. L, PORTER, Jr.
looutm—m“cter

ALD/Ar
ec: M. Frank

Gardasy
The Newmont 011 Company
011 Cemservation Commission -~ Artesia, N. ix.
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D. A. YOUNG
PRESIDENT

Sinclair Crude Ojl Company
SINCLAIR Oil BUILDING

Tulsa 2, Oklahoma

April z1, 1960

Mr. A. L. Porter, Jr., Secretar}-blrector
New Mexico 0] Conservation Commission
Santa Fe, New Mexico

Dear Sir:

We hava today recelved-your two leiters of Aprii i9,

1960. We note in the one letter that while you state that

you do not intend to enter an order in this matter, which we
have not sought, you nevertheless direct us to purchase on a
ratable basis, which we are doing as provided by law, in-
cluding wells in authorized waterflood projects, and to make
no reduction from wells producing ten (10) barrels per day or
less,

Since you use the term 'you are directed! we assume
that you are treating this as an official order,

We further assume that you intend by your letter re-

lating to the Newmont 0]l Company's Yates 'A" and Ballard 'A"
leases in the Loco Hills Pool to amend your general directive,
above referred to, as to these particular leases. We request
that you confirm our understanding of the effect of your two
letters of April 15 and advise us §f there will be any further
changes or amendments issued by you thereto, particularly with
respect to other waterflood projects.

Yours very truly,

;mjln CRUDE OIL COMPANY

ccf Governor Joha Burroughs D. A, YOUNG, Pr nt

Commissioner Murray E. Morgan ‘
0il Conservation Commission - Artesia, New Mexico

0i1 Conservation Commission - Hobbs | New Maxico
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No. 14-60

DOCKET: REGULAR HEARING MAY 18, 1960

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

ALLOWABLE:

CASE 1935:

P - L,, ,,,,,,,,,, il
i CASE 1909:

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

(2) Consideration of the allowable production of aas
for June, 1960, for six prorated pools in Lea County,
New Mexic¢, and also presentation of purchasers'
nominations for the six-month period beginning July,
1960; consideration of the allowable production of
gas for seven prorated pools in San Juan, Rio Arriba
and Sandoval Counties, New Mexico, for June, 1960.

In ‘the matter concerning purchaser prorationing by SlﬂCl&lP
Crude Oil Company in all oil pools from which it purchases
in New Mexico.

(De Novo)

Application of Pan American Petroleum Corporation for a hear-
ing de novo before the Commission in Case No. 1909, Order No.
R-1628, relating to the request for a 386-acre non-standard
gas unit in the Dakota Producing Interval, San Juan County,
New Mexico, comprising all of partial Section 7 and the W/2

of partial Section 8, both in Township 28 North, Range 10 West..

(De Novo)

S Y CASE 1904:

CASE 1893:

Application of Sunray Mid-Continent Oil Company for a hearing
de novo before the Commission in Case No. 1904, Order No,
R-1636, relating to special rules governing the Central Bisti
LPG-Gas-Water Injection Project in the Bisti-Lower Gallup 0Oil
Pool, San Juan County, New Mexico, particularly those provi-
sions concerning the assignment of well allowables.

(De Novo)

T g o

i = CASE 1669:

I S BRI et v

- Application of Petro-At.";, Inc. for a hearing de novo before

. the 0il Conservation Comm1551on in Case No. 1893, Order No.
R- 1619, relating to a request for cancellation of the over-
production charged against one gas well in the South Blanco-
Pictured Cliffs Pool, San Juan County, New Mexico.

In the matter of the app11cat10n of Pan American Petroleum

Corporatlon for the promulgation of special rules and regu-
lations for the Atoka- -Pennsylvanian Gas Pool in Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks an

order promulgat1ng special rules and regulations for the Atoka-

Pennsylvanian Gas Pool in Eddy County, New Mexico, to provide.

for 320-acre spac1ng units and for well location requxre-ents.

as authorized on a temporary basis by Order No. R-1417, datod
June 5, 1959, :
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CASE 1968:

Appilication of Redfern and Herd, Val R. Reese and Associates,

Inc., and E1 Paso Natural Gas Company for the promulgation of
special pool rules governing the Devils Fork-Gallup Pool, Rio
Arriba County, New Mexico, including provisions relating to
drilling and proration units, an allocation formula, and market
demand proration for said pool.

Southeastern New Mexico nomenclature case calling for an
order creating new pools and extending existing pools in Chaves
Eddy, and Lea Counties, New Mexico.

(a) Create a new 0il pool for Devonian production, designated
as the West Gladiola-Devonian Pool, and described as:

TOWNSHIP 12 SQUTH, RANGE 37 EAST, NMPM
Section 26: SW/4 :

(b) Abolish the Buffalo Valley-San Andres Pool, described as:

TOWNSHIP 14 SOUTH, RANGE 31 EAST, NMPM
Section 35: - SW/4

(¢) Extend the Brushy Draw-Delaware Pocl to include:

TOWNSHIP 26 SOUTH, RANGE 29 EAST, NMPM
Section 24: NW/4 '

(d) Extend the Coyote-Queen Pool, to include:

TOWNSHIP 11 SOUTH, RANGE 27 FAST, NMPM
Section 11: SE/4
Section 27: W/2

(e) Extend the El1 Mar-Delaware Pool, to include:

»TOWNSHIP 26 SOUTH, RANGE'33 EAST, NMPM
Section 31: NW/4 Partial Section

(f) Extend the Empire-Abo Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 27 EAST, NMPM
Section 35: SE/4

(g) Egtend'the West Henshaw-Grayburg Pool, to includé:

TOWNSHIP 16 SOUTH, RANGE 30 EAST, NMPM
Section 10: NE/4
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CASE 1969:

14-60

(k)

a1

(i)

(N

(k)

Extend the Loaan Draw Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 27 EAST, NMPM
Section 19: SW/4 NE/4

Extend the West Pearl-Queen Pool, to include:

TOWNSHIP 19 SQUTH, RANGE 34 EAST, NMPM
Section 36: NW/4

Extend the Shugart Pool, to include:

TOWNSHIP 19 SOQUTH, RANGE 31 EAST, NMPM
Section 3: SE/4 .

Extend the West Teas-Yates Pool, to include:

TOWNSHIP 20 SOUTH, RANGE 33 EAST, NMPM
Section 16: W/2 NW/a

Northwestern New Mexico nomenclature case calling for an
order creating new pools and extending existing pools in
San Juan and Rio Arriba Counties, New Mexico.

(a)

(b)

- {c)

Extend the Aztec-Pictured Cliffs Pool, to include:

TOWNSHIP 30 NORTH, RANGE 11 WEST, NMPM
Section 1: W/2 & SE/4
Section 12: NE/3

Extend the Blanco-Mesaverde Pool, to include:

TOWNSHIP 26 NORTH, RANGE 6 WEST, NMPM
Section 6: All

TOWNSHIP 27 NORTH, RANGE 6 WEST, NMPM
Section 31: All -
Section 32: All

Extend the EsErito—Gallup 0il Pool, to include:

TOWNSHIP 24 NORTH, RANGE 7 WEST, NMPM
Section 16: S/2 SW/4
Section 17: S/2 SE/4
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(d)
; (e)
i
|
(£)

Extend the Horseshoe-Gallup 0il Pool, to include:

TOWNSHIP 31 NORTH, RANGE 16 WEST, NMPM
Section 21: SE/4 SE/4
Section 27: NW/4 NW/4
Section 28: NW/4 NE/4

TOWNSHIP 31 NORTH, RANGE 17 WEST, NMPM
Section 13: NE/4 SW/4

Extend the Puerto Chiquito-Gallup Oil Pool, to include:

TOWNSHIP 26 NORTH, RANGE 1 EAST, NMPM
Section 4: SW/4

Section 5: SE/4

Section 9: W/2 & SE/4

Section 16: NE/4

Extend the Totah-Gallup 0il Pool, to include:

TOWNSHIP 29 NORTH, RANGE 13 WEST, NMPM
‘Section 33: SE/a o
Section 35: N/2

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

TOWNSHIP 30 NORTH, RANGE 15 WEST, NMPM
Section 6: W/2 ‘

TOWNSHIP- 30 NORTH, RANGE 16 WEST, NMPM,
Section-1: N/2 & E/2 SE/4 '
Section 2: NE/4 NE/4

TOWNSHIP 31 NORTH, RANGE 14 WEST, NMPM

“Section 22: N/2 Sw/3 - -

Section 29: SW/a
Section 30: NW/4 SW/a

TOWNSHIP .31 NORTH, RANGE 16 WEST, NMPM
Section 36: SW/4 SW/3

(h) Extend the Angels Peak-Dakota Pool, to include:

TOWNSHIP 27 NORTH, RANGE 10 WEST, NMPM
Section 6: W/2




£

o F s R
, .

(1)

»

(k)

-

TOWNSHIP 28 NORTH, RANGE 10 WEST, NMPM
Section 7: All (partial)

TOWNSHIP 28 NORTH, RANGE 11 WEST, NMPM
Section 13: W/2 .
Section 14: S/2

TOWNSHIP 29 NORTH, RANGE 11 WEST, NMPM
Section 25: E/2
Section 36: All

Extend the South Blanco-Dakota Pool, to include:

 TOWNSHTID..

XL PPy

2
Section 26

LN AL LBy ALS ALYAS

w/2 ' j

7 NNNDTH DA.YC!E»._<-
.
.

Extend the West Blanco-Dakota Pool, to include:

TOWNSHIP 32 NORTH, RANGE 13 WEST, NMPM :
Section 25: All
Section 26: All
Section 36: E/2

N

Extend the West Kutz-Dakota Pool, to include:

) TOWNSHIP 29 NORTH, RANGE 13 WEST, NMPM
Section 34: E/2
Section 35: All




No. 11-60

DOCKETL s HEGULAR HEARING APRLIL 1., 1260
OIL CONSERVATION COMMISSION - 9 a.m, - 103BS AUDITORIUM, 1500 EAST SCiARBAUER

HOB3S, NEW MEXICO

ALLOWABLE: (1) Consideration of the o0il allowable for May, 1960

(2) Consideraction of ile allowable produciion of gas

for May, 196G f{rom six prorated pools in Lea County,
1 New Mexico; also consideraiion of the allowable
produciion of gas from seven prorated pools in San
Juan, Rio Arriba an:i Sandoval Counties, New Mexico
for May, 1960,

{“'“"”'A' - CASE 1934: 'in theé matier concerning purchaser prorationing by Indiana 3
’ ' 0il Purchasing Company in all oil pools from which it
purchases in New Mexico. : S
“CASE 1935: In the matter concerning purchaser prorationing by Sinclair

o B _ Crude 0il Company in all oil pools from which ii¢ purchases
) ‘ it New Mexico. ’ '

TTTT———— ‘ /’/_/ i
CASE 1936: In the matiter of the hearing called by the 0il Conservation ‘

Commission;on its own motion to consider changing the date of
the Regular Commission licaring in June, 1960, from the 15th
to the 10th. ‘

CASE 1937: In the maiter of the hearing called by the 0il Conservation
Commission on its own motion to consider consolidating ihe
rules governing the six prorated gas pools in Southeast New

. Mexico into one order, and to consider consolidating “he rules

* governihg the seven prorated gas pools in Northwest New

Mexico into one order,

o CASE 1938: Southeastern New Mexico nomenclature case calling for an
order,créating new pools and extending exisiing pools in Lea,
Eddy, Chaves and Roosevelt Counties, New Mexico.

(a) Create a new pool cla§Sified as an oil pool for San
Andres production, designated as the Button Mesa-San
Andres Pool, and described as:

TOWNSHIP 8 SOUTH, RANGE 52 EAST, NMPM
SECTION 20: NE/4
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(b)

(e)

(d)

(e)

(£)

(g)

(h)

(i)

Create a new pool classified as an o0il pool for San
Andres production, designated as the Echol-San Andres
Pool, and described as:

TOWNSHIP 10 SOUTH, RANGE 37 EAST, NMPM
~ SECTION 8: NwW/a

Create a new pool classified as an oil pool for Wolfcamp
production, designated as the Echol-W¥olfcamp Pool, and
described as:

TOWNSHIP 11 3SQUTH, RANGE 38 EAST, NMPM
SECT'ION 16: NW/4 ‘

Create a new pool classified as an oil pool for Devonian
production, designated as the Reeves-Devonian Pool, and
described as:

TOWNSHIP 18 SOUTH, RANGE 35 EAST, NMPM
SECTION 24: :NW/4

Extend the Bluitt-Pennsylvanian Pool ©o include:

TOWNSHIP 8 SOUTH, RANGE 36 EAST, NMPM
SECTION 24: NE/4

Extend the Caprock-Queen Pool to include:

TOWNSHIP 13 SOUTH, RANGE 31 EAST, NMPM
SECTION 3: SE/4

Extend the West Crossroads-San Andres Pool to include:

TOWNSHIP 9 SOUTH, RANGE 35 EAST, NMPM
SECTION 20: E/2

Extend the East Dayton (Grayburg) Pool to include:

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
SECTION 28: Nw/a '
SECTION 29: NE/a

Extend the E@pire—Abo Pool to include:

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
SECTION 33: SW/a

9
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(j) Extend the North Hackberry-Yates Pool to include:

TOWNSHIP 19 SOUTH, RANGE 51 EAST, NMPM
SECTION 20: SE/a
SECTION 29: N/2 NE/4 and NE/4 NW/4

(k) Extend the East Hightower-Devonian Gas Pool to include:

TOWNSHIP 12 SOUTH, RANGE 34 EAST, NMPM
SECTION $0: E/2 NE/a

(1) Extend the Hume-Queen Pool to include:

TOWNSHIP 16 SOUTH, RANGE 54 EAST, NMPM
SECTION 7: NE/4

(m) Extend the Jalmat Gas Pool to include:

TOWNSHIP 22 SOUTH, RANGE 55 EAST, NMPM
SECTION 3: N/2 '

(n) Extend the Levamex-Pennsylvanian Pool to include:

i
i
&
E]
2
{
5
i
s
E
E
z
i
%
H

TOWNSHIP 17 SOUTH, RANGE 35 EAST, NMPM
SECTION 25: NE/4

(o) Extend the Pearl-Queen Pool to include:

TOWNSHIP 19 SOUTH,RANGE 35 EAST, NMPM
SECTION 54: SE/4

(p) Extend the Ranger Lake~-Pennsylvanian Pool to include:

TOWNSHIP 12 SOUTH, RANGE 54 EAST, NMPM
SECTION 22: SE/4

(q) Extend the East Red Lake-Quecn Pool to include:

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
SECTION 2: W/2 NE/a »

(r) Extend the Sawyer-San Andres Gas Pool to include:

TOWNSHIP 10 SOUTH, RANGE 38 EAST, NMPM
SECTION 4: M/a .
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(s) Extend the Sugart-Pennsylvanian Gas Pool to include:

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM
SECTION 26: S/2
SECTION 27: SE/4

| _ (t) Extend the Tubb Gas Pool to include:

i , TOWNSHIP 22 SOUTH, RANGE 38 EAST, NMPM
‘ SECTION-28: SW/4

(u) Extend the Turkey Track Pool to include:

TOWNSHIP 18 SOUTH, RANGE 29 EAST, NMPM
SECTION 28: N/2 and SE/4

CASE 1939: Northwestern New Mexico nomenclature case calling for an
order creating ‘new pools and extending existing pools in
San Juan and Rio Arriba Counties, New Mexico.

(a) Create a new pool classified as an oil pool, designated
as the Chiquito-Gallup Qil Pool and described as:

o v ' TOWNSHIP 26 NORTH, RANGE 1 EAST, NMPM, |
e SECTION 5: NE/4 5

(b) Extend the Pine Lake-~-Pictured Cliffs Pool to include:

TOWNSHIP 26 NORTH, RANGE 2 WEST, NMPM ; s
SECTION 30: All (partial) i

(c) Extend the Tapacito—Picturéd Cliffs Pool to include:

TOWNSHIP 27 NORTH, RANGE 5 WEST, NMPM
SECTION 12: SW/4
SECTION 13: NW/4

(d) Extend the West Kutz-Pictured Cliffs ﬁéol to include:

TOWNSHIP 27 NORTH, RANGE 12 WEST, NMPM
SECTION 9: SE/4

(e) Extend the Blanco—ﬂeéaveide Pool to include:

TOWNSHIP 32 NORTH, RANGE 13 WEST, NMPM o
SECTION 26: W/2 j
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(£

D)

(1)

)

T s G g

Extend the Angels Peak-Gallup 0il Pool to include:

TOWNSHIP 27 NORTH, RANGE 10 WEST, NMPM
SECTION 19: SE/4
SECTION 29: Nw/4
SECTION 30: NE/4

Extend the Horseshoe-Gallup 0il Pool to include:

TOWNSHIP 30 NORTH, ‘RANGE 16 WEST, NMPM
SECTION 10: 5/2 SW/a

TOWNSHIP 31 NORTil, RANGE 16 WEST, NMPM
SECTION 27: SE/4 NW/4, NE/4 SW/4, & SE/4

Extend the Verde-Gallup 0il Pool to include:

TOWNSHIP 31 NORTH, RANGE 14 WEST, NMPM
SECTION 30: S/2 SE/4
SECTION 31: NE/4 NE/4

Extend the Angels 'Peak-fakota Pool to include:

TOWNSHIP 26 NORTH, RANGE 9 WEST, NMPM
SECTION 6: W/2
SECTION 7: W/2

'TOWNSHIP 26 NORTH, RANGE 10 WEST, NMPM
SECTION 1: a1l

TOWNSHIP 27 NORTH, RANGE 10 WEST, NAPM
SECTION 19: E/2
SECTION 20: A1l

(j) Extend the Sowth Blanco-Dakota Pool to include:

TOWNSHIP 27 MORTH, RANGE 6 WEST, NMPM
SECTION 19: W/2
SECTION 27: S5/2

TOWNSHIP 27 NORTH, RANGE 7 WEST, NMPM
SECTZON 24: S/2

{k) Extead tgmﬂ!%si.i-tzﬂﬁiiata Fool to include:

R N
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CASE 1893:

11-60

TOWNSHIP 28 NORTH, RANGE 13 WEST, NMPM
SECTION 9: All (partial)

SECTION 10: All (partial)

SECTION 16: All

SECTION 16: N/2

TOWNSHIP 29 NORTH, RANGE 12 WEST, NMPM

SECTION 27: All
SECTION 28: All
SECTION 33: All
SECTION 34: W/2 \

(De Novo)

Inc. for a hearing de novo
Case No. 1893,

Order No. R-1619, which was an application to cancel the
overproduction charged against one gas well in the South
Blanco—Pictured’CliffS'Pool, San Juan County, New Mexico.
Said Order No. R-1619 denied the requested relief.

Application of Petro-Atlas,
before the Oil Conservation Commission in

et i B R A PP
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;3IN THE MATTER CONCEPRNING PURCHASER

BEFORE THE OIXL CONSERVATION COMMISSION f
OF THE STATE OF NEW MEXICO

CASE No. 1935
Order No. R-1930

' PRORATIONING BY SINCLAIR CRUDE OIL
 COMPANY IH ALL POOLS FROM WHICH IT

TGS ™o @ e ey i

& 1 S LU AniD W MBAICO,

!
1
i
2
!
5

ORDER OF THE COMMISSION

EY THE COMMISSBION:

ROW, on this__ 3rd day of aApril, 1961, the 0il Conscrvation
Conmission of New mico, a quom boing pc'caoat;,

FXNDS:
That this matter, having become moot, should be disuissed.

IT IS THEREFORE ORDERED:
That Case No. 1935 is hexeby dismissed.

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

STATE OF NEW MEXICO
CIL CONSERVATION COMMISBSION

5’//»4\

/l/u{, -

A. L. PORTER, Jx., ul-bo: & Seeretary




The New Mexico Oil Conservation Commniasion caanct glve

olficial sanction to the action taken by Sinclair on the basie of what

facts we have - ugually upon notice of purchaser prorationing the

Commission issues an amergency order allowiag the purchasser

to curtail his purchases below allowables and prescribing ibe
Mr;-vuehituuuhhu until 3 hearing is held. We realise
that ne matter how distasteful to all concerned, puwichasss prerations
ing is semetimes secessary. In the case of Sinclair's announced

prezationing, however, we feel that New Mexico is deing discrimninated

egainst. We foel that the reduction should have bees borne by all

mmn-suhmwsumus.
AWioamdumwuchlnnMdum

deWvMo&lm.
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OlL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEX{CO

3
v

. D. A, m March 23, 1960

S. Ve have had little indicatioa that purchasers have
attempted to alleviate the oversupply situatioa by curtail-

ing fxeom son-prersted states where, im effect,
mcm.zt&ﬂm proedustion rates.

In view of rw amnounced imtestions te RO JONE Pusenanon
oil ia -
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March 28, 1961 f -
AZJ%L/ OIL CONSERVATION COMMISSION
HE STATE OF NEW MEXICO

I
o 38 , |
b % 7

&
o]
w1
O
J
b

7l A
i /“0? CASE No. 1935
P2
&
: d Order No. R—///CX ’
) : IN THE MATTER CONCERNING PURCHASER
: (| PRORATIONING BY SINCILAIR CRUDE OIL
; COMPANY IN ALL POOLS FROM WHICH IT
% PURCHASES IN NEW MEXICO.
i
g ORDER OF THE COMMISSION
| BY THE COMMISSION:
NOW, on this day of April, 1961, the 0Oil Conservation ; . :
Commission of New Mexico, a quorum being present, . N N ;f_ , o

* FINDS:

i
[P

. That this matter, having become moot, should be dismissed.

IT IS THEREFORE ORDERED:

That Case No. 1935 is hereby dismissed.

DONE at Santa Fe, New Mexico, on the day and year herein- ! ‘.~§

above designated. : . ;
: j

. ;

1
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OlL. CONSERVATION COMMISSION

P. O. BOX 871
SANTA FE, NEW MEXICO
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- PAGE ],
- ~ BEFORE THE i
v OIL CONSERVATION COMMISSION
" Santa Fe, New Mexico
- May 18, 1960
- § | IN THE MATTER OF: ;
- S Concerning purchaser prorationing ) Case 1935
P Z by Sinclair Crude 0il Company in all )
. & 0il pools from which it purchases )
in New Mexico. )
: SEFORE: Mr. A. L, Porter

¥r. Murray Morgan

a - TRANSCRIPT OF HEARING
. | MR. PORTER: 1In regard to Case 1935, the Commission has
i el received official notice from Sinclair that the purchaser pro-

rationing has been discontinued effective 7:00 A,M., May 15, so
the Commission will at this time dismiss Case 1335,

Wetll take up next Case 1909,

¥
1
DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NIW MEXICO
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DEARNLEY-MEIER REPORTINC SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3.6691

PAGE 2

STATE OF NEW MEXICO
COUNTY OF BERNALILLO

I, ADA DEARNLEY, Court Reporter, do herety certify that the
foregoing and attached transcript of proceedings before the New

Mexico 0il Conservation Commission at Santa Fe¢, New Mexico, is a

ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

)
r S8
)

true and correct record to the best of my knowledge, skill and

‘this 30th day of May, 1960.

My commission expires:

June 19, 1963,

Notary Public=-Court Heporter

B i
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BEFORE THE

OIL CONSERVATION COMMISSION
HOBBS, NEW MEXICO
APRIL 13, 1960

IN THE MATTER OF:

CASE 1935 1In the matter concerning purchaser prorationing
by Sinclair Crude 0il Company in all oil pools
from which it purchases in lWew Mexico.

% wy S8 8% e v Wy

1
1
1
]
]
l
1
]
i
1
)
1
L
L]
]
t
L
1
t
]
]
!
1
!
1
'
)
L
)
¥

John Burroughs

Dentel-8Nutter

A. L. Porter

TRANSCRIPI OF PROCEEDINGS
MR. PORTER: We will proceed now to case 1935.

MR. PAYNE: 1935. 1In the matter concerning purchaser
prorationing by Sinclair Crude 0il Company in all oil péols from
wich it purchases in New Mexico.

MR. 'W’HITE‘: If the Commission please, Charles White of
Gilbert, White & Gilbert, Santa FPe, New Mexico, local counsel for
Sinclalr Crude Ol1l Company. I have associated with me in this casg
Mr. James H. McGowan of Tulsa, Oklahoma. Mr. McGowan is a member
of i:h_e Oklshoma Bar and resident counsel for Sinclair Crude Cil
Company.

" MR. McGOWAN: If the Commiséion please, do you want to

swear the witnsss at {:his time?

{(Witness sworn)

DEARNLEY - MEIER & ASSOCIATES
GENERAL LLAW REPORTERS
ALBUQUERQUE. New Mexico

. Phone CHopel 3-6691
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%z Wwe may or may not prorate in New Mexico; for we feel from a 1egall
ra standpoint, aslde from any Federal and State constitutional ques-
;lt tions that our right to do so is speclfically recognized in your
- -
§§§ statutes in Section 65-3-15, and by your Rule 802. For we find
'fz ourselves in the unfortunate position,in the words of the statute,
L,; of’ﬁgtrﬁéeding théﬂlawfully prddﬁced 0il with wﬁich we are con; N
1 nected. We arefurther doing our best to teke ratable from the
\‘ﬁQ comnection which we have, which, again, we feel 1s a statutory
;?:k roquirement in connection with it. We dont't feel that legally we
% ) are under any obligation to justify or explain the fact of how much
-gtg oil ﬁe do or don't purchase in New Mexico. We feel that that 1is |
;E ’» properly and ﬁould have to be a decision of our own management.
%ig However, we recognize the responsibiiity of the Commisgsion in any
§ p matter connected to purchase and production and movement of -
B crvde! oll. We further feel that it's desirable and proper for
;12 this Commlsgion to consider our purchages and advise us concerning
j the many problems inherent in a purchaser taking ‘iess than the
g;: allowable as fixed by this Commission. y
?lf We further feel that 1t is perfectly proper and desirsble for
g i_) | the Commlssion, based upon information that they have or that is
¥ ;

- MR. McGOWAN:
at a little loss as to how to proceed this morning. I would like
first to make a brief statement of what we see our position to be

in this matter. As we interpret the notice that the Commission had

given to us, by the letter, this is not a hearing to determine if

If 1t please the Commission, we are, or I am

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEw MEXICO
Phone CHapel 3-6691
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furnished to them, to lssue such orders which, in effect, would be

supplemental proration orders concerning our taking of purchases

and to the extent we possibly can we will comply with them. VNow,

we are not, as a matter of principle, prorating waterflood projects

in the other states in which we are prorating. It 1s the view of

our management, as I believe the Commission is aware, that to indis

rimidately prorate” waterflood projects may in many instances cause

waste.

4% -

uiis Taus

We seek, wnerever possible, 1o avold
and that.is a matter of our own choosing. However, in New Mexico

we are aware of your Rules concerning waterflood, and while Wwe purs
chage:prorationing;,: . @ ¢ at any time, we will not run any oil that
is produced in violation 6f any order this Commission issues,

Now, we have heretofore, to the best of our ability, furhished

you in writing the information that you requested by your letters

to Mr. D. A. Young, President of Sinclalr Crude 0il Company. We

further gather, or believe it would appear from some of the state-’
ments we have read and your letter of March 23rd, that you might
feel that we were in a sense discriminating against New Mexico in

our announcéd: proration. Now, again, speaking of legality, we

know of no standard by which thls could be measured, either by the

Commission or by Sinclair. We feel, therefore, no legal necesalty

of proving that we are or are not in any waywdiscriminating‘agains
New Mexico. However, being a very substantial producer and purcha

trinsporter of crude in this state, having a great interest in 1t,

er

DEARNLEY - MEIER & ASSOCIATES
GENENAL LAW REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 36691




and desirinxg in evg;;—way to coopera;e with theComwiqsion,weﬁf“ec;Tth
iri our own mind that we are not discriminating against Now Mexieo,
and stand ready to demonstrate that to the Commission.
Now, Mr. Gardiner is here, has been sworn as a witness. We
: have some testimony that is particularly in connection with the
N last point, that we would like to offer. And we will then stand
- ready to insofar as we properly can, answer any inquiries concern-
ing this matter that the Commission may have.
MR. PORTER: You may proceed, Mr. McGowan, with your
} | 3-" Que stions. | | |
_ - FRANK G. GARDNER, ,
l\" called as a witness, having been first duly sworn, testified as
’ ’:3 . ;;,—\ follows:
’ IZ DIRECT EXAMINATION
}, BY MR. McGOWAN: |
;\_4 Q Will you state your name, please, and your capacity »w’ith
S }sj Sincléir Grude. 011 Conmpany?
“1 A Frank D. Gardriezz,"_., Vice-President.
E: Q And you are concerned with and‘ in charge of the purchases

- ‘ 5" of Sinclair Crude 0il Company, among other matters the lease level

, ;t‘ .’m.the various states in which we purchase? | ’
N itk A Thatts correct.

’ % ‘ Q Now, Mr. Gardier;, you are aware of the fact that we are
at éhis‘time }:rorating our purchases in New Mexico ';o eighty per-
cent of our January runs, subject only to the exceptions set forth

Phone CHope! 3-6691
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‘States of Colorado, Kansas, Nebraska,and New Mexico; Oklahomnma,

which T belleve you have, lir., Porter.
MR. PORTER: Ves, sir,
A ~-~in response to our letter of March 29th addressed to

D. A, Young, President of Sinclair Crude 01l Company. In view of 4
assumption that our present undesired but necessary purchase pro-

rationing is discriminating against New Mexico, with which we dis~

agree, I wish to advise that our company purchases oll only in the

Texag and Wyoming. We are presently prorationing in Kansas to the
same extent as we are prorationing in Wew Mexico, but‘from e much
lower basge:allowable. We are prorationing in Colorado, Nebraska

4O percent as opposed to 20 percent in Nethexico. We are, and haw
been for a long period of time, prorationing much of the production
whaich we purchase in Wyoming, some of 1t to 50 barrels per well pen
day, which is much lowér, the same depth bracket, than in Vew Mex~
ico. Our foreign imports have been reduced within the last twelve
months from 47,861 bérrels per day to 30,798 barrcls per day, or

from an average of approximately 66,000 barrels per day in 1957,

to approximately u0,000 barrels per day in 1959; a much larger

percentage than our proration in New Mexico. This leaves the State

of Oklshoma and Texas in which we have actually reduced our total
purchases, but have:noﬁ’prorated at thé;lease level. Now, by ex-
planétion of that, we operate as most of the purchasing companies
whieh “is on a month to month basis, geared for our pictuﬁ;, " our

requirements, and we buy and sell crude on contract. That glves a

he

8
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DEARNLEY . MEIER & ASSOCIATES
GENERAL LAw REPORTERS
ALBUQUERQUE. NEW Mex!ico
Phone Ci 36691
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publicatlions of the 7,000 barrels of Utah crude we purchase.’ :This

purchased pursuant to contract as a bulk sale rather than at the

certain Tlexibility, which?wgfmééﬁ;ée, we~don't ha;éwﬁigﬁnﬁhe lease
level purchases. However, both Oklahoma and Texas arec p‘resently
producing on a much lower well per allowable for similar depths and
acreage range than is Wew Mexico, and have significantly cut thelr
production in recent months. Contrary to some published reports,

our purchases in Texas do not exceed our nomination by a larger

percentage than in New Mexlco. It also has been mentioned in some

lease level. Itt's recently been reduced, thigs is in April, to
6,000 barrels per day, and will shortly be reduced to 3,000 barrels
per day. I would further point out that this 1s a special grade
crude, whichi is not available in New Mexico. Further, our pyoratio
not only does not favor Sinclair gas and oil production, buf,
actually,is to the contrary in that, in Oklahoma we are connected
to 35 percent of Sinclalr oll ang gas production; in Texas we are
connected to O percent of their production, while in New Mexicb,
we are connected to L2 percent of their production.

We, therafore, feel that wrlle, as Mr. McGowan stated in his
opening remarks, we have no statutory standard for measuring or
determining discrimination as between states; we are not in any way
discerimlnating against New Mexico. We hope we will never be in
that position.

I think such as is reflected by the growth of our purchases

in the State of New Mexico the last five years, approximately

s

n

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHopél 3-6691
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"chases, consldering January of 1960, before we went into any pur-

22,000 barrels to our current purchases, even with proration of

an estimate of 23,300 barrels per day for the month ot Aprii, and
fer January, 1960, of 33,430 barrels per day. That's all I have.

Q On that last estimate, Mr., Gardner, actually, our pur-

chaser prorated increase. in the last five years then was some

11,000 barrels or 50 percent?

~

A Thatts about right.
Q Now, there has been some, particularly in the market de-
mand hearing this morning, some comments concérning bthe running of

undefage. It is, I assume, the inbtention of Sinclair Crude 0il
to end purchaser-prorationing, not only in New Mexico, but else-
where just as soon as our overall picture will allow us to do so.
A
Q And after we have lifted purchaser-prorationing, we will
then run the legally producable oil insofar as our requi}éments
will allow us t6 d6 s0?
A That's correct.
e Sgw in sﬁmming up, then we will end purchasing proration
as quickly as we can, and will run the allowable that we can run,
if, as, and when the CommisSion aﬁ%horizes them as allowable pro-
duction?
A ﬁe will, insofar as we are able, purchase legally alloweﬂ

back oll.

We will 1ift prorationing just as soon as we possibly cat.

MR, McGOWAN: That is all we have Lo offer, Mr, Porter,

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHopel 3-6691
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Mt PORTEER: Anyono havo any questions of Mr. Gardner?
CROSS-EXAMINATION
BY M. JULTIR
Q Mr. Gardner, why wns 11 necessary to prorate the purchase
in Kensos and New Mexlico and ‘notiin Texas -and Oklahoma?
A Baslcally, we purchase prorate in the four states which ypou

mentioned because we had too much crude oil on hand.

Q And you didn't have too much crude oil in-these other
states?. | |

A I am not saying thaf, Mr. Nutter. We simply had too much
crude oil, and we applied the prcration as we regarded in an equit-
able manner; by our lights,

Q Now, Mr. Gardner, I note from the charts Sinclsair Crude
0il Company sent along with the letter of April 8 to Mr. Young,
that the actual crude oil inventory,being prior to December 1, was
legs than the desired inventory; is that correct?

A You have fhe advantage-bf--' May I take a look at that
chart? I think you are referring to--prior to November 1, are you
not?

| Q Well, aétually, the green linecrosses the red line some-
times in the month of Wovember? _

A ‘Well, yes. Technically, we were, just ab out in balance
around the middle of November. |

Q About the middle of the month. It would appear you were

»
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GENERAL LAwW REPORTERS
ALBUQUERQUE. NEwW MeXICO
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o pretty much in balance?
TN A Yes, sir.
. Q And, tuen, any oversupply of oil that you have in your
inventory there has resulted since maybe November 207
- A Yes. That can be explained. We had the refinery figured.
I Do ydu want me to continue?
. Q Yes, -sir.
We had refinery cutbacks. In other words, crude was
B piling up for two reasons. We were getting more at 1ease level in
the various states in which we purchase, and refinery runs were

2k

T
)

" Aon&h&yis somewhere in the neighborhood of 420,000 barrels?

down somewhat.

Q

Well, now, your general ovér-all avérage for refining
A Thatts a géod figure.
Q Now,—yOur average'pUréﬁﬁéés per day. accordineg to the ~-
let?s have April 8, well, in February, were a total of some
280'some thousand barrels per day?

A ﬂhoge are lease level purchases. 'We did not feel that
helpful to ﬁhe Comnmission nor of any benefit to any of our customer
and assoclates to go into the ovér—all contract sale and purchase
aspect, feeling that the COmﬁission wanted to know what we bought
Thatts the basls on which we acquire crude.

at the lease level,

Yes, sir. These are lease level purchases?

Q
A Yes, sir, entirely.

And yet your re¢finery runs were in the neighborhood of

S
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1203 so that yov would mcan that you probably purchase on contract
or spot purchases, nimybe a nhundred thirty, thirty-five thousand
barrels?

A | Well, now, I mentioned that we do import crude to one
reflnery outside of Philadelphia. We call it the Market Research
Refinery, so that wculd take up 2 certain amount of that.

Q <So, this hundred thirty~three or thirty-five thousand
barrels would include import oil?

A That 1s right. What was your total on that? We didn't
ruan 8 total for you. What was your total,’sir?

Q Well, your average purchases in Febrﬁary would be in the
neighborhodd of 288,000 barrels per day?

A We generally say around 300,060.

Q Now, this oversupply of oil that you have had since maybe
November 20th until the present time is due entirely to thé pur-
chases irom the leases in these stétes?

A No, due fo a combination of factors. Oux
contract purchases at certain levels, and inability to make re-
'éiprocal sales; other people were getting in bad shape as well.
They had to cancel us:out on stuff they bought from us prior. As
I say, most of these are on a thirty-day basis. When you cantt
sell, youltve got to f£find a place fcr it. You can store juét so
much. Yoﬁ get to a point whére your pipéiines cantt function.

Q 80, there is a‘pbssibility that some of thls excess oil

came from other places and leases that you were Suying‘Off?f

lease level runs,
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A Well, as I say, a combination of these ractors.

TN

*, I notlce that 1n the months of January and

Q Mr. Cu
February you reduce your nominations in Texas from 121,100 barreld
per day to 128,100 barrels per dey. Is that about correct?

A 'Well, let me see here. Yes.

Q I also notice that your purchases from the leases in the
state of Texas went up from January to February from 132,105 bar-~
rels per day to 138,655 barrels per day.\

A Yes. That can be explained, Mr. Nutter. I would say in
L "5‘f" ' | jeertalin arsas, particularly in the Distriet 9, North Texas, there.

are many small leases, marginal leases that do not run oil every

— , month. And we get those peaks and valleys on our take in that

f area. And that could well be a portion of this increase.

- Q But nevertheless, desplte the fact that you wantcd lease

NS TBAT TR vt g

oll in Texas on a per'day basis in January and Februafy, you actuallly
- purchase more in January and February?

A Well, as I say, thatts the rub of the green.

]
3
1
i
;

g
!
¥
]
H
;

Q Now, how about Oklahbma, Mr. Gardner? I hotice that Jany
ary and February you nominated 10,000 barrels pér day--~

A Thatts right.

Q -=in each mqnth in that stats::

A Right.

Q And yet the purchases in Oklahoma from January went up
from ;8,909 barrels per day to 53,160 barrels per day, whibh was an

increase; 1s that correct, sir?
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leach of these states has exceeded your nominations and has gone up

reducing our nomination there. It would be meaningless.

A Thatlts absolﬁtely correct. ”éﬁére are conditions exlisting
in Oklanoma that would explain a portion of the increase. There ar
many waterfloods coming on. We are an old, you might say, historic
buyer in New Mexico. Sinclair Pipeline is one of the most wide-
spread systems 1in the state. And the older fields in many areas
are being flooded, production is coming up.

MR. PORTER: You mean in Oklahoma?

A Yes, sir, Okiahoma.

Q (By Mr. Nutter) However, it may be that this waterflood
" 01l or any other kind of excess érd&ﬁéfiéh“is‘%ﬁéﬂfhiggrthat is

contributing to your actual inventory being in excess of desired
levels? |

A That's true. Of course, Oklahoma oil doesn't have any
bearing on our picture for New Mexico oil. We go anoﬁher way uith
Oklahoma on that.

Q | Now, are you on piarchaser prorationing in either of these
two states which wé have been discussing, Texas and Oklahoma, at
this present time? |

A | We are not purchasing proratlioning in Texas or Oklahoma.

Q Then, the purchases of oll from January to February in

from January: to February?
A ﬁbs. The Oklahoma situation, particularly, is a chronic

thing. It's way beyond our nomination. We saw no point in further
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G Well, now, in Kansas, Mr. Gardner, you nominated 11,000
S barrels per day for January and February, and your actual purchases
went down from 10,761 to 10,}5l. ¥Now, are you prorating in the.

state of Kansas?

A Yes, we are.
w: ) Q So, now, we have got two states which are not prorating
;‘1 and both of them had an increase, and so far we have got one state
: in which you:are prorating and that had a decrease ih production}

ig that correct, sir? .
A Well, we are getting back to-- I don't think a comparisoh

of January and February is entirely fair in Kansas. There are many

?’“ ' narginal leases ‘there that don't run»every month. So, I think they
: jg fluctuate sometimes as much as a thousand barrels a day from one
‘ }ig;:} month to the other. If you were to ask me offhand without referring
Tl ,i; to these figures, I would say we are about 11,500‘barrels a day in
é; f‘; Kansas or a thousand barrels more.
v: | Q At this present time?
é“ﬁ \ A T would say. -
P , :
3m§ Q Nog, in the state of New Mexico, I note that you nominatefi
% - 30,000 barrels for January and 30,000 barrels for February.
, T ‘ t A Yes.
é”““‘ ‘E-" | ‘ Q However, the prodﬁﬁtion from January to February decreasefl

from 32,253 to 32,2L3, which is no actual significant change?
A  Right. |

'Q  But 1t 414 remain relatively constant?
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A Well, ag you know, Mr. Nutter, we have been historically,

I would say, the largest of the major purchasers in Rddy County,
and there we are confronted with some marginal units where runs are
not made every month. We have g little fluctuation there, too, yo
see.,

Q We have had fluctuations in Oklahoma and Xansas and Wew
Mexico. 1Is there a possibility that these fluctuations from month
to month will iron themselves out?

A We hope so. They will in time.

Q I ﬁould think that if you buy oil every other month from
one lease you may be buying oil every other month from another
lease? _
ﬂ Well, thatts true. The pipeline people sdheduled the
gauging operatlions pretly much in accordance with the production
methods in the area.

Q Mr. Gardner, in response to question Wo. 8, Mr. Young
replied that the amount of oil that Sincleir purchases from many
leases orﬂﬁells is based upon circumstances existing at the time an
place in question. Would you clarify what he means by that?

A Well, T am not going to put words in anybody!s mouth, but
I am sﬁre he meant this: That we are getfing back to fundamentals
now. ;We willl say top management decldes that ﬁé are going to refin
so much crudé oill. And lesser mahagembnt tries to conform. Itts

not as simple as turning on a valve and getting frém~tha'oil field

{direct toithe refinery tﬁrough one pipeline the amount or oil

4
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you are going to refine. 8o, I think the word circumstances here
should be self-explanatory. There are many factors that enter into
this over-all picture.

Q I see. Well, now, Mr. Gardner, tell me this: I note
that in January the actual purchases from the states that you have
shown, lease purchases here total some~- T should say from the
actuai percent from the states that are prorated, total some
ZZ'L;,OOO‘baVrrels per day. And your nominations in those four statjés
total some 210,000 barrels ber daj, which geve you an excess
purchase gbove and beyond your nominations in those four prorated
states of approximately 1,000 barrels per day. Now, ’I also note,
Mr. Garduer, that in the month qf February your purchases in those
fbur states total 242,500 barrels per day while your nominations
in those states totaled some 209,400 tarrels per day, which gives
you an excess purchase of some 25,000 barrels per day. Now, from
January to February, your excess purchases have increased by about
11,000 barrels per day; from January to February. I also note
on this chart, which indicates the levels of crude oil inventories),
that the crude oil inventory "is increasing to the tune of some
10,000 barrels per day, roughly. Now, the fact that in four pro-
rated states the excess oil from January to February increased by
11,060 barrels per déy, while in the two states, New Mexlco and
Kansas, that you are prorating, your actual purchases stayed the
same or decreased. How in the world is Sinclair justified in pro-

rating its purchases in the states where the purchases are going
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down, while your stocks are going up? The two states where you

T don't show any increace are the ones you prorated. How do you
justify that?

A Viell, we justify things in our own minds and probably

would not be justified in other peovle!s minds. First, Mr. Nutter]
Lo we are not trylng to be punitive or dogmatic about this thing.
Q@ ' We would just like to know why New Mexico is being pro-

D e

rated when the other areas arent!t.

N T dont't think itts a matter that New Mexico wants to see

T ' the other states prorated. I just think that if you are in troubls

to thg tune of 10,000 barrels per day going into the inventory, if

kék; you could prorate in all the states on a ratable basls, you might

be able‘tbAreduc;Bydur rate to five percent instead of twenty.
MR. McGOWAN: T hés*tats to do this, but we recognize

Mr. Nubtterts position, but we have tried our best to answer the

questions as best as we could, and it seems to me that his last twg
questions,-him stating his opinion and in an argumentative manner
in asking Mr. Gardner if he doesn't agree, which obviously wé dont't,
and I am going to object to the form of the question.

Q (By Mr. Nutéer) I will rephrase the question in this
manner, Mf. Gardner. In the phase of the obvious trgnds of pur-
chases and nominations on these four prorated states, why has it
been necessary to ?rorate in Kansas ;nd New Mexico and not in Texa*

and Oklahoma?

A Well, you are getting into our business pretty deeply.

o
(9%
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Grades of crude are a tactor. Your near sister state, the weste)
part of Texas, produces esgsentially the same types crude that Sout}
eagst New Mexico pfoduces. T cantt, for the life of me, see that wa
would prorate West Tezas and New Mexie and not prorate the rest of
Texas, so we dldn't do that. Now, we had some figures here that
might reflect a little bit of our thinking on doing what we did,
and correct me if I anm wrong: I know we have:-had the advantage of
these figurqs, but lett!s take a case in point here. There are now
nine produéing days in Texas. The third day of Aprilw-- Your
basically allowable in May will be,in Southeast New Mexico, 33
barrels for welis six to seven bthousand feet in depth. Wait a min-
ute. No, I don't have a 33; I have a 35 barrel figure.

Q That is a current well?

4  That is fight. All rigat. That!s from wells up to 5,00
feet in depth, I believe. In Texas, a well from two to three thou-
sand feet, to pféduce that mueh oil, would have to produce fourteen
days. A well from three to fouf thousand would have to produce
twelve and a half days. Four to five thousand féet, 11.3 days.
Then; the thinking gets out of hand. You have currently:a hundred
five barrel allowable on a well from 8,000, 8500 feet in depth.

To produce that mucn oil, a Texas well of the same depth would have

to produce 23.86 days. Only, they are producing nine days cur-

réntly. I had hoped not to have to get into tpat, Mr. Nutter, but+
MR. PORTER: Mr. Gardner, may I ask just one question?

A  Yes, sir.

)

1)
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QUESTIONS BY MR . PORTER:

] Do you have similar comparisons, say, of Utah wells and
Wyoming wells?

A Utah, I don't know a thing about. We buy oil in bulk on
contract in Utah. I wouldnt!t know whether those--

Q ~ You dontt make lease purchases?

1

A We dontt make purchases at the leage level.
Q (By Mr. Nutter) Do you have any figures at hand there
that would show how much allocated production there might be in

Texas?

Py

0' I don't, sir. My- understanding is there is some nine
hundred thousand to a million barrels a day in Texas that does not
"respond to proration. I mean, you know, producing days. Special
days. Exempt fields., Et cetera. Floods. |

Q The Railroad Commission has to set the allowable under
certain conditions? | _ |
| A They have/ about from a million to two and a half million
barrels to play on.

Q One other éuestion, Mr. Gardner. You mentiéned these
cbmpariéons in the ’amount of o0il for each of these various depths
thet they are producing. _

A Yes, slir. |

Q Now, the chart indicates that Siﬁclair got in a situation
where the inventory of crude o0ll exceeds the desired» amount in

November. Now, have the depth factors or the allowables for a gian
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over the facility of Texas-New Mexico Pipeline Company.

get it back up to Seven, and we need that crude. Ii's a speglal

depth changed from elther of thege states since Wovenber?

A Not to my knowledge.

MR. ﬁUTTER: Thank you. I believe thatts all.

MR., PORTER: Anyone else have a question?

MR. McGOWAN: ‘I would like to ask a quesﬁion. I assune
that he was talking about Oklahoma aﬁd Texas in that last question;
is that correct,‘MP. Nutter?

MR. NﬁfTER: I was talking about what Mr. Gardner was re-
ferring to, discussing depth factors.

A Texas was the only one I mentioned.

Mﬁ. McGOWAN: I am sorry.

QUESTIONS BY MR. PAYNE:

e Mr. Gardner, you dont't lisgt Utah as a state where you
purchase Qil?

A Thatts right.

Q However, there are 7,000 barrels a day belng transported
to your account?

A Yes, -sir. Thatts purchased on contract and shipped by ué

Q Now, when you say purchased on contract, does that or is
that a swap out?

A Well, we wouidalike it to be. We got 7,000 barrels a day
in March. We are only getting 6,000, and we are only going to gét

three starting in May, I believe. We are going to do our best to

€
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lubce stock crude, and we make no bones aboult 1t, We wani 1%, and

we are going to make some trades to get it. In response to your

- guestion, your first question, we dld have reciprocal sale,

and we hope we can achleve such in the future, where we will not.
- But we want the crude. Ve can't get it in New Mexico. I wish we
B could. It would be closer to home and cost less to get.
S Q When you do swap, what oil do you swap? Where is it
) ; produced?
ot :
; , A Well, there are suie iavoivements in thoze suaps.  There
\h": are one, two, :thr-ee and four way deals that are-- I mean, itts judt
\w o an industry arrangement, trade. If you asked me exactly what we
4” K are swapping, let!s see. I think a little West Texas sour, maybe,|
if:m‘ S and some pedas crude down in southwest Texas. But I dontt see
:“*"’ that that has much bearing on what we buy. |
“ : Q Well, assuming, Mr. Gardner, that the 7,000 barrels of
‘ ““r 0il that you trade for the Utah oil, assuming that that oil is nof
j competing with New Mexico oil, when you trade and bring 7,060
- » barrels a day to Jal, New Mexico, which does compete with New Mex-
; _ ico oil, doesn't that have the same effect as though yoﬁ were actuglly
o e -' purchasing 7,000 barrels a day from the lgases in Utah?

A Mr. _P-a'yne, you missed my point. It doesnt!t compete with
| New Mexico oil. We can't get that kind of oll in New Mexico.

Q I am talking about the oil you trade for.

A If we can trade.

Q All right. Mr. Gardner, assuming that you would prorate
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“|know if Sinclair has thought abour 1t.

I can recall the time when East Texas . had’ &~ certain allowable,

your purchases in all states in which you purchase, in order to get
your inventories down to your desired level, what would the percent
age of cut have to be?

A We havent!t rfigured that out, sir. It depends on how much
at what rate we want to reduce, which, of course, is geared for
our ability to sell to other companies.If ‘wecan't make any sales,
we would have to cut deeper. If we can sell, as I told you earlier
we‘wnu]d 1ove to prorate. and we are going to as soon as we can.

Q Mr. Gardner, does the crude o0il production in West Texas
compeﬁe with Southeastern New Mexic; oil? -

A It always has. |

Q On the commion market?

A It always has. |

Q Then, why do you flnd 11 necessary to prorate New Mex-
fco and not West Texas?

MR. McGOWAN:‘ I submit that the witness hasAanswered that
question two or three times.

M. PAYNE:’ He hasn!t answered. His answer was that he
didntt feel that Sinclair would ever want to prorate in West Texas
only»and not the rest of Texas. Now, I think there might be some

justificgtion for prorationing in West Texas only, and I want to
A Well, going back to the old days in Texas, prorationing,

number of days, West éexas had certain number of days, which were
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quite low; and the rest of the state had its nuwiber of days, and
1% use’- to be something like twenty-one, twenty and fourteen.
Tne Commission, I think very wisely, in Texas, decided to adopi an
across~the-board pattern, which they did. And I would be the last
tQ>recommend to my management that we did anything to get that
across-the-board pattern in Texas, and we certainly, in New Mexico,
wouldntt adopt one policy in Eddy County, oneuin Chaves County and
one in Lea County, in which we purchase. We regard ourselves as
across-the-board partnérs, and we réspéct it;

Q Dontt you think it might be reasgonable to discriminate
between certain areas and certain pools, depending on what type
crudé you ﬁéed?

A Wéll,‘wé only get two types of crude out of New Mexico,
sir. We get sweet and sour.

Q The same as West Texas?

A Yes. |

MR. PAYNE: Thank you. Thatt!s all.
MR. POBTER: Anyone ‘else have a question of Mr. Gardner?
The witness may be excused.
| (Witness excused)
MR. PORTER: Anyone have any further testimony to offér |

in this case? If not, the Commission will take the case under ad-

visement and proceed to Case 193l.

o ik o T i‘"ﬂi‘ﬁ‘éﬁjgﬁﬂ‘i” i e - i s
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STATE OF NEW MEXTICO )
) as

COUNTY OF RERNALILTO )

I, THOMAS T. TOMKO, Court Reporter, in and for the County of
Bernalillo, State of New Mexico, do»hereby certify that the fore-
golng and attached Transcript of Proceedings before the New Mexlco
0il Conservation Commission was reported by me in machine short-
hand and reduced to typewritten transcript by me, and that the same
is a true ﬁﬁd correct fécofd ﬁb thé beét‘df>hy knoﬁledgé, skill and
ability.

WITNESS my Hand and Seal this, the’ZQ{“éay of (ﬂé?§4</{y ,

A.D. 1960, in the City of Albugquerque, County of Bernalillo, State

of New Mexico.

Notary Public

My Commission expires:

Januery 7, 1964
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