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Under Rule 601, tue Commission was required to initiate 

proceedings to name, classify and define tha liadts of al l the 

known producing gaa pools. Accordingly, tha Commission of ita 

own Motion issued a call ln Caae ao« 245 a hearing on December 22, 

1950. That was continued to March 15, 1951, hy the request of 

Continental Oil Company and was again continued until this date. 

Ia order to make a study for ths benefit of the Oil Conservation 

ftwaaission. Continental Oil Company, who ia aiparing ia its own 

behalf with the aaalstance of geologists and engineers fro& 

the Atlantic neflnlng Company, Stanolind Oil and Gas Company and 

Standard Oil Company of Texaa, has made a study of the subsurface 

formations and gas pools above the San Andres Formation in south 

eastern Lea County. They made a study covering the period of 

six montha and they examined about 2000 wall logs, both electrical 

and sample. Tha results of the study are presented to the 

Commission for whatever action i t deems necessary or wishes to 

take. 

As a result of this study, we have cone to the conclusion 

that the gas pools could fal l in approximately four pools, we, 

in thia testimony, will call in areas one, two, three and four. 

In outlining these various areaa we have uaed the loG sere unit 

of the survey which is also the state wide gas unit, I believe. 

After we had completed our study, an April 12, a meeting of the 

engineera of, I believe the Lea County engineering Committee waa 

called and at that time we presented evidence, not evidence, but 

a report to them of our findings as a result of our study. *B have 

made a ae " • ,-,;*«; >sfore, ever a term ef six months and th© 



engineers of a l l interested parties were invited to sit in, *o 

this testimony will net come as a surprise* 

With those preliminary remark»( I would like to prooaed to 

put on testimony. I would first like to question Mr. Meary Forbes. 

1U ft & X £• ££1111, 
having been first duly sworn, testified aa follows: 

BIRSCT gJUMIHATIOM 

By MR. SAMMRSl 

Q Tour name is K. F. Forbes, ia i t not? 

A fas, sir. 

Q Tou are esnployed by Continental Oil CempanyT 

A Tee, s i r . 

Q In what capacity? 

A Area Petroleum Engineer. 

Q 0© you hava a degree in petroleum engineering? 

A Yea, sir. 

Q Where did you get that degree or take that degree? 

A Colorado School of Mines. 

Q What year did you finish? 

A 193<U 

Q What course did you take? 

A I took general engineers course in petroleum engineering. 

Q Bid you study any courses in geology? 

A Tea, sir. 

<4 What were those courses? 

A Plain k a* ' r-^tural geology,adnerology, field geology, 



and such subjects* 

4 Hsve you had any experience ia aubsurfaea engineering in the 

Permian Basin of West Texas and New Mexico? 

A Yes, sir* 

Q About how many years? 

A Approximately six years* 

Q Have you - are you s t i l l working with the subsurface engineering 

in that particular area, the Permian Basin? 

A Tss, sir. 

MR. SANDMS: Is the Commission satisfied with the 

qualification of the witness? 

CHAIRMAN ShEPAftDj tes. 

Q Hr. Forbes, you are familiar with the study made by tha 

Continental Oil Company, are you not? 

A I am. 

Q Will you proceed in your own words to give the Commission a 

report of that study? 

A Ies, sir. Mr. Sanders just mentioned many well logs were 

studied,approximately 2000, and those of you that know some of 

the sample logs in Lea County know it was rather difficult In 

making exact correlations. As a result of studying thesa logs, 

we drew three cross sections north and south from Township 20 on 

to the state line. Then we drew cress sections across aacsh 

township east and west cross sections across each township down 

to the state line in order to get soms sort of an idea as to the 



general over ail ôology of th* area* 

.-.afore start on tha study* I think i t batter te 

afciiae ail pools a© set forth by the CommiasiOtt. thia ia 

aeiinitiou '.•c. as i'eund on Pag© '> ef tha <ul«s aad Regula

tions of the CoaaEiasion. "Pool aeana an underground reservoir 

containing a coRyaon accumulation of crude petroleum oil or 

natural *a», or both. &ach aoae oi* a general structure, which 

soae is completely separated from any other soae in the structure, 

is covered by tho word -pool* as used herein* '•Fool" is syaony-

mous with rtcoK;f-on source of supply* and with "common reservoir**.* 

we shall use the fears, *rool*- as thus defined Ln this 

report with the following additional consideration.* It is oar 

opinion that Tates and_Ueven stivers and Queen formations were 

separata reservoirs* .<*©wevsr,_ due t,o_ development throughout south 

eastern Lea County, these pools naveJbeea_eottnected together by 

hundreds ©i' well boree*_ Therefore f i t i s virtually Impossible, 

at leas1, m believe it is impractical* ̂ o_ separate .that by 

2o:-;s, individual zo.iee withia a formation* 

AS ,-r* bander* stated* as a result of this study, we 

ea/'M out wita four ssajor gas pools in this area. There are so&e. 

sore ;;a» pools probably is* southeastern Lea County hut they 

nave? not been defined* 

first, I would like to preset a structural reap of 

southeast em Lea Uuuaty contoured ci* top of fates. «• call that 

i»xhl&it :0. 1* This gives th© geoerel over a l l stractual relation 

of t various pools and will he of use to us later on in our 

/L*-£G/B/ P 



report here. 

During 1927 OR up through 19JO thailow development 

extended from Texas on up through tea County. Until about 1930 

the entire area was fairly well drilled up. At that time due 

to economic conditions, drilling ceased to a large extent and waa 

resumed about 1935 to 1936 from 1935 to 1940 the area was more 

or less completely drilled up. 

At the same tire the El Paso Natural Qas Company was 

taking gas from some of these gas wells. However, their outlet 

was rather limited. I believe i t just went through £1 Paso 

and in 1946 it was extended on to California markets which 

enhanced the fas markets and more drilling, particularly in 

these gas areas, have taken place. 

In outlining this study, I would 11ks to give a littl e 

bit about stratigraphy. The first geological formation encounter 

is lustier Anhydrite and dolomite and is rather thin, approximately 

150 feet. The Salado is the salt formation that you generally 

find in this area and is from 1200, approximately 1200 feet 

thick. Under that is tha Tanslll formation which is about 175 

feet thick of anhydrite and dolomite. Below that is the Yates 

which is the first formation we will consider in our study here. 

The Yates is approximately 200 to 300 feet thick. It is 

sand and anhydrite and dolomite. Underneath that is the Seven 

Elvers formation which is about 400 feet and consists of dolomite 

in tho place of sand lenses and dolomite and some anhydrite. 
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in defining gas pools we have started with the Capitan 

reef. Tha oil was originally laid down in what we believe to be 
let 

a cousnon reservoir oil gas outfhere on the western aide of the reef, 

probably a l l of thesa small structures that you see along the 

reef, high, and probably the ease gas,-oil and water-oil contacts. 

Since that time, they have been disturbed by development and with

drawals. As you cross the reef, you cone into what we just 

previously mentioned ae the trough area. These sones carry over 

the crest of the reef fairly well. That is the Yates, al l the 

various sa:;;: saabers of the Yates, and the upper portion of the 

Seven rivers. However, when it cones te troughed area, you have 

a lethological change in your section and i t becomes tighter, 

less parffifabJLt and your anhydrite shewing above your Yates starts 

dipping down into your Yates formation. Since practically a i l the 

production from this area here Is from the Tates aad Seven ftivers, 

we have used that as the vertical thickness in the Yates and 

S<ivan itivers formations for that pool. 

At this time I would like te introduce Exhibit Ho. 3, 

the gas pool designation map, suggested gms pool designation map. 

Area one colored in orange3 area two colored In green; area three 

in blu-j; and araa four in red. 

You will notice that the contours on the reef follow 

very closely to our colored area on our gas area map. *'e have 

also jsada another separation on this reef area from our back reef 

area ana thtt is that we find that the sulphur content and the 

gas is generally higher in this reef structure than i t i s in area 



two or tho biick reef part. 

Ares two has bean defined as * separate g«s pool aad 

Includes ths Tatss and Seven livers formations* All but tha 

lower one hundred feet of the Seven Hivers formation, the boundary, 

the eaetsm boundary on this area two waa defined by the lack 

shows in the Tatea and Seven sivers formations on wells on this 

side. eells on this side generally showed fates and Seven livers 

gas. Continental on their Jack leases down here completed a 

gaa well on this side and a dry hole on that side whioh extended 

frojs the boundary en up. this boundary ss It gee* between Arrow

head and the green area i s defined by poor walls, laek of shows 

and edge wells on the Arrowhead and was brought up in that map. 

we donH have too much development in that area. 

To go back a lit t l e further, te show why we did not 

extend the eastern portion of the area, or the green area further 

1 would like te explain on thia cress section, on Kxhibit 2. 

As you come ever the top of the reef structure into what we call 

the trough area and start up your flank of your larger anti

clinal you find that your permeabilities decrease and very l i t t l e 

gas shows are found Is the Tatea aad Seven Hivers formations. 

Ia the meantime you will encounter oil la the Cjueen formation 

as you come east and the major portion of the production in the 

Langlie-Mattix and Penrose pools are from the Queen formation, 

we consider that to be gas-cap gas and have set included i t in 

the study of dry gas reservoirs* 

The third area under consideration is the Eunice-Monument 

area. The boundariea of that have been placed to more or less 

follow the development of the area and plus the shows that have 
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them in explanation ef the result of our study. 

MU. SKLIIOaas Oeorge Selinger with Skelly. «ill you 

please refer te your axhiolt 3, particularly Section 31-24 South, 

37 East,. ..eatiw u2~, vcuth, t'/ t.*st. 

ma. FttiBgS: Take i t a l i t t l e slower. 

m* UlliiGZKi . Saction 31-24 South, 37 last, ana ths 

immediate section to the south which Is Section 625 Soath, 37 

last, fou have the line ef debarkation between areas one and 

two going through ths approximate middle of the S*elly Oil 

Company*s Sherrell lease. lorn know that the wells oa both sides 

ef that dividing line are producing from the same reservoir, 

do you not, or has your study been that 

m . FOAMS: fes, on the same reservoir? 

m , S&Lim&ai Tee* 

MR. rom^St fes, tiusens and Seven silvers. 

MU. SfiLllOali: Th&t#a right. In area one you have 

placed 200 acres of the 300 acre* ln area two and 120 ncres of 

the 320 acres in area one. whioh results in a subnormal gas 

unit of only one hundred twenty acres, when in truth and fact 

there are two gas wells which would be normally entitled to a 

normal 160 acres. 

In calling that to your attention, i t Is our suggestion 

that - and we would like to put into evidence Skelly's exhibit 

One, that area ©ne with respect to township 24 fi, 37 i , be deleted 

with respect to the southwest smarter of Section 31 and in 

Township 2ej s, iange 37 i , that Instead of the west half ef 

-12 



beeLions 6 bs pieced in area one. that It read the K*4 of the 

N»i and the S| of the S*4 and the ef Section 6 until that area 

two be corrected with respect to Township 24S, tangs }7&t to read 

instead of the north half and the southeast quarter of Section 

31 read a l l of Section 31 aad with rescpet to Township 25?, 

ilange 37&, which now reads the £»i of Section c. be corrected 

to read the B£ and ths fca-4 of the ti»4 of Section 6 which i s 

in effect transferring the entire lease Into one area. «e have 

no objections to throwing the entire 320 aeres either in area 

mm or area two but since they have place the - the suggestion 

has been to place the section into area two - we wouluaH ii*va 

any objection to throw the 320 acres in area two. 

M#u FUiti&i. • i think that i s fixed primarily irocn 

a structural -

m, Um&tt UtklL l̂i there are several gas wells in that 

immediate area and we through that place there picked the 

boundary on the structure and sulphur contents of the gas. la 

thttt particular place we did not have -such data on the sulphur 

contents. That is why that boundary was placed in there. 

Actually fro* the structural e&p i f a person were going to 

make a change in that boundary, 1 believe i t would be better 

to move the boundary over so that weald be included la area one 

rather than in ar«a two. 

rtk. SiiilHaiUt I might point out to the Commission 

that there arj no wells in the S*4 cf Section o aad there is 

only one well in the extreme se of the Sw ef Section o so that 

there won't b# any offset obligations or any moving of equities 

or rights of offset obligations whatsoever. 
-13-



m . smmmi I would like to ask fcr. Dailey a 

question. Did you consider surface ownership in your study1 

SR. UkllMlt NO did not. 

Wi. SIvLISflt'EH; But tha effect i s to correct a sub-

mevrrinal eubur.it with rsspect to acreage. In other words, on* 

of our wells would not on a nor rial 160 whereas the other 

well would have an abnormal unit of 200 acres and we fuel that 

equities? would be better preserved by the correction of two 

uniform units rather than having a subnormal and abnormal unit, 

MR. SAHDSfl*: ^e doaft object to th® request of 

the fkslly u l l Company at a l l . 

CKAJWAH SKRPARD; Any further questions? 

m , mmm T. ADAX.t: Kr. Chairman. 

CHAItlMAN SHEPAflD; tfill you come forward and state 

your n&g*e? 

kE. AO*- IH ? £ugene Adair, representing Texas Pacific Coal 

and Oil Company. I might state to the Commission that at 

this tirae we hare oo quarrel whatsoever with the results shown by 

Zontinental. However, we would like for the record, to ask a 

few questions. 

f r. Forbes, this comprehensive study that you have 

1u?t cowplatad was necessarily based, was i t not, upon such 

information as you had available to you at that tlss? 

m. tomm?: That** right. 

MR. &.0AX?!: and as future drilling ana future 

development operations are conducted in the area, you will 

.nave available to you additional Information which may require 

-14-



I io...:•. A u io. v i ;o ".io pools, i . i j pool /ns pooi 

>* • .-J: • ..J.V, ' a r i , a:. 

--^ < •: 3 w i l l rei'ar you to too ̂ Grtrem o-ortioo, 

o i •^,;s;,ip 22 :o^t;-, -a.,,;;© Jg oast wher*» you w i l l observe that 

:rras po;„i - • •. ., i? 3 l i - ,e separatii y yas pool ooo iron pool 

to* ' <, oast oo-'U-rx ti.rough that Township sp l i t s sovor&l 

o* a.oa i u t - i i i c i«al ayo o i l Cowpaoy*s leases* is that, oot 

CiO/TOOt, . 

. •, w?»U-.-.i; i t ooes, the uasic lease, ...t uoeen'i 

w*t::-io any oot; sectio-;. i t aoo© gcsie oi /our basic leases 

wi• :jre t -:;y oxoono across more than one sec t ion , 

• -i» A-..A Taj -ow, as a;. a - i J i t iona l o r i l l i ; ; y - i s acne 

aio,.y- t.,at Hue aou a i a i t i o ^ l i o i o m a t i o a oocooos ava i l ab l e , 

i t require tha t l i a e s«para t in - : thes-s two pools to sh i f t e - j 

SCJ;..I: W way or another, 

v. iX.-i.ioGj .oa t ' s r i j - jh t • This i s toe u^et car 

.a-o.j ; ro- i o-.«r t o i o n r a t i o a , 

At the present tic;o'/ 

;\„ t : At, tha present ti"«e« 

. ... ,*;..<-*£..: I t i s aot intended to bo a perassn-snt linoV 

^o;T,^t; i t i s unless you cao f u r n i s h add i t i ona l 

i i ^ roo i .* 

•; . ;-.o-iitional informat ion w i i i onannw •;. .3 

i i ' i- i . -^eessary? 

.0.-....,i IT i t warrants i t . 

- o , tooo, i t i s not ioto.'KJea to - ̂  a 



permanent line delineating tike gas peel*, 

HA. fom%S: ,UQJL~ 

MM. ADAIft; That la a l l I have. 

ME. BAIL&Tj Perhaps that should he clarified Just a 

li t t l e bit. In several instances the area i s net fully developed, 

of course, for gas and we have included areas within that pool 

on the basis ef reported shews when see* of de oil wells were 

drilled. Naturally, when a person goes in there and attempts 

te recomplete some of the wells or develop some of that acreage 

for gas would necessarily change oar thoughts a l i t t l e bit. 

JACK %, CAMPBELL: Mr. Chairman. 

CHAIRMAN SHSPAED: Sir. Campbell. 

m. CAMPBELL: Gulf Oil Corporation, Jack IH. Campbell, 

aoswell. Gulf would like to suggest to the Commission a modi-

floatIon of one portion ef the proposed dsllmoatlon of gas pools 

aad would like to introduce some evidence. 1 wooder I f tbe 

Commission wants to hear It now or after lumen* 

GHASIKER:SHIPARBj I f y©» have evidence, I believe 

we will hold It up and stand In recess until liJO, and at that 

time we will resume where we left off. 

(Recess.} 

W*. SPUMI&a. Commissioner Shepard has instructed me 

to go ahead and open the mooting for the purpose of taking 

testimony. He will be here at some later time. Mr. Sanders. 

m. SAHOERSi If the Commission please, we have obtained 

permission from the Gulf to complete our testimony before they 

put on their testimony, 
-16-



••,» . O r , -oo. y yroceai. 

.. b; .r. :orL-t8, i don't believe xt oas 

ui.-nriy ..r:. • . % ... i : •. testimony as to tha vert i c a l 

3̂ vor-es- r^tocfe . area as to the formation of ary yas. 

.cu'-.4 vc-; tone *ac urea individually and point oat that to 

t--v' -coo i.*?sie: 

... f^a • .;: -ioe, s i r . .••• area ora # tno vert-.icai 

i i t ; , : . .:: •• *.,r cortical separation between pools i s t i e ̂ atta &oa 

.veof, a..i .ncg;.** ,,o rry iurt'ner down than tnat. in 

art. t -iave ijse-b t h^ Tatea a-«d ̂ evao divers witn the 

sxCionn! o-- L-i ti.o lower 100 ieet o i over divers, -ve believe 

th.v is yor t i a i i y yas cap yds, so were fates and a l l OJ, neven 

.1^,:, ;-ii.' ir.e exception oi oelo« 100 foet. *rea three aod 

Cvti io.tet> «:J i>?vgn :tiv:-rs ar.d'-iueen forraations. In tne 

J;.:..:f: :or.-&T.io. i t i t the upper 200 feet oi" th8>,ueeo io r ^ a t i c ', 

i. ino.-o1 nords, ti-? 'Ootes, Sever* divers ard upper 200 boot o i 

w' •• -- •-• . 

. .:.» r:;•.,>- ore considered dry ,.;a«Y 

: •; oj 'Vr-ey are considered dry ras reservoirs. 

„ . ... n, , ; avc you &ny suggestea name nor these 

Vc:\o.;s are^s, ocoi oo;osi 

„ ; .. ..... j i e s . «6, oave sOBte that nave bow s u r e s t a u 

,v :,ro i - r c o r i witn« area one i t ha© been .sufnyregtua 

x„ i„ c i t ansa •. •: ca l led the oalec, eoa t innt ie r o i the Uooper-Jal 

i i i ; i . , reu L,VC *e ..ar-^oiaat :yae pool , cotnbir-ation ox* „ a r ; g l i e -

. cn •:.. . • . .r ! •« l i r e . i r o t be ca l l sa tne -ono-;t :nn pool . 



area four is Arrow pool. 

MM. SAJi»s«st fast Is a l l . 

Mi. MeC0ail2C£: I would llks to ask Mr. Forbes seme 

questions. Ia area three what i s tho oil producing horizon? 

MR. FGtiBSS: Fro* the Clrayburg aad the San Andres, 

with the exception of the smell strip around here which is the 

^ueen. % 

«tu mcomiC&s In MU* 1 what i s the oil producing 

parts? 

m. roltB&Sj From the fates and Seven stivers, princi-

pally the Seven Hivers fonsatlon. 

m. McCO»tICIf What are the gas producing hcrisons 

is Ho. 1? 

K«. FQISSJU The same format lone. In other words 

In Area 1 it i s probably pis eap gas, the majority of i t . The 

upper two zonae, as we classify the fates, has a lower sulphur 

content and i t has strictly free gas, we believe. However, 

like 1 described before that the formations have been connected 

by well bores so long that i t is difficult to -

mu UQCQmiQtt How would yon suggest the Commission 

could determine the difference between a gas well and oil 

well for classification purposes and proration purposes ln io. 1, 

the Jalco? 

m, ri*HB«S: sell, inasmuch aa there Is no limitation 

ratio on that pool at the present time, I don't think we are 

too bothered about that situation. 



MM. McCOHMICK; .veil, would you prorate a l l tiae walls 

there as gas wells and let the* produce as ouch oil as would come 

up with that quantity ef gas? 

Md. ¥OH&u$i Inasmuch as we have considered this as a 

gas pool, gas reservoir, they will have to he prorated under 

seme allocation formulas later. 

fcft. KeCOHKlCK: 1 know this is outside the scope of 

your original examination but for the benefit of the Commission 

I think we would like your views on i t . Say that there is 

one well that Is producing a large quantity of oil and then in 

the adjoining section a well Is producing dry gas frost the 

same horizon or same formation, would both those wells be / 
\ 

classified as gaa wells? 

MR. FOiiBESs So, I d©«»t believe so. 

RE. Mf/CORMXCSj Well, how -

y.il, FtdiB&S: I understand your problem. I prefer to 

defer the answer on th«t. 

Ka. KcCtK'-ICF : I gathered from your statement a lit t l e 

while ago that a l l wells that were produced, that were completed 

say, in the upper r.hree pays would be automatically classified 

as gas wells and these that wore completed below that in the 

San Andres and Grayburg or drayburg and San Andres would be 

automatically classified as e l l wells. 

»A. FORB££: Â e you talking about area one ©r three? 

Md. McCUdKICKj *'ell, either one. I think the problem 

is the same. 1 may not have the formations exactly stated correctly. 



Juat go back up to tbe Unseat, your oil le produced from the 

Grayburg aad San Andres* -:-..̂-< v 

Mil. FORBES J that's right. 

ME. McCQRMlCl? Any well eoapleted ln those formations 

would you suggest they be classified as e l l wells? 

roams % that's right. 
m, MeCQmiCHt And a l l that were completed above 

those formations would ee automatically classified as gss wells? 

m. FOftBSS: That is In the upper 200 feet of theQueen 

on up through the Seven Elvers and fates, yes, sir. 

KH. HcCOaMICK; Isn't that going to be quite a problem 

when you have one formation split like that! 

Kit. F0K8S.Sj I don't think i t will be. It my be a 

problem to a certain extent but with eloetrleal logs and so 

forth now, I think i t oan be dome. 

MH. MeCQimiCSj Oo back down to the Jalco thare, juat 

repeat for me the gas producing horisons. 

HR. FORBESi Qn this Jaleo field the producing formations 

ar* fates and Seven Hivers. 

m. McCQtiMICXf For gas? 

m. FOMBISs For gaa. 

f%-\. FcCtm&ICKs And what are the oil producing horisons? 

m» FORBSSi fhey are all producing oil from the latss 

and seven illvsrs formations. Bow, then, in regard to prorating 

i t , how you can handle that, 1 am not prepared to answer it st 

the present time. 1 de believe this is a separate gas pool from 

this over here. 



pool at the present time. 

m, mCOMXCH: Are the gathering line* of the gas 

purchasing companies in a l l ef those areas, X presume they are. 

ME. FORBES: Ies, sir, I believe they are. I don't 

knew how far £1 Fsso goes up sore. 

ME. &klL«.f: I believe they are in everything except 

area four. 

m. fccCORMICJU Sow about the market for gas in the 

Ho. 4. 

Ma. UklL&ti There are only at the present tiae three 

gas wells inside that area. The gas from, 1 believe, two of these 

three wells anyway Is used chiefly for gas purposes. 

m. meCORK ICK: Z would like for you to tell see 

which companies operate in eaeh of the areas that you kiaow 

which are gathering purchasing oompaales? That i s , for high 

pressure gas. 

MS. DAlLETt Dry high pressure gas? 

m. fteCOaKXCii Yes. 

MtX, QklL&Xi Actually as far as 1 knew, Sl Paso 

purchases some gas in area throe and so does Southern Union, 

fhe £1 Paso purchases dry gas through this area in through here, 

Mo. 1. Whether Cherlea Henry Johnson purchases any dry gas there 

I do not know. In area two too £1 Paso i s the main purchaser. 

However, I believe the f; out sera Onion Purchase* from on* or two 

wells in the area, shen Mattix had the line through there 

-22-



they took i t fro* area two. Whether Southern Union lo continuing 

to do so, 1 doaU know, AS for ss I know, there are a© sslss 

out of area four. In addition to tost, thors i s * small amount, 

of dry gas ptugtased out of area three hy the Phillips and 

the warm fuel, plant fuel and house fuel. 

Mk. HeCOHWC*: iould you have any ideaa or suggestions 

as to how the Ossamisslon would determine as to each particular 

well whether I t was a gas well or oil well? 

Ma. DAiLiT: In which area? 

fern. wcGOrtMICkt Well* take throe for instance. 

Hft. SkiLift I believe area three i s probably in that 

regard, is probably the easiest. I don'tbelieve that my of 

the oil we 11 a producing from the -iueen down through this area 

will produce from top allowable* Z don't believe they are capable 

of i t . There may be one or two that are but as far as I earn 

find out, why, they aren't, therefore, the way we have i t 

divided, the main problem would be to determine where tao 

well was producing. 

Mil. KcCOtwnlCa: Kow accurately can that be determined? 

MAm IMlL&ft X couldn't say. 

?\ri. HcCuaMICas Is area one there, what ideas de you 

have about determining gas wells and oil wellsi 

BAllMIt ?*hat i s In area one. Again I believe 

you will find that the largest portion of the area, any ©il 

wells in there are producing large volumea ef water with a 
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raw ixce*'--ions and are marginal, I don't believe fchav trie 

problem would he too hard to work out* 

o« i.* •LO^P .̂i* Mr. Chairman. 

, •' ; Ui. - I • J©s, s i r . 

0:v. oi .^'i.-;: o. L. Ohafer, Continental Oil Company* 

, * i t l i rayord 00 -Mr. oeOormick'e question concerning arts one, 

the Ooateissiofi hag previously by rul« stated that those reservoirs 

in area one ar© primarily fas reservoirs. Therefore, Mr. 

OcOoxnaick's question would narrow i t down to the classification 

of an Individual - m i l in that reservoir. I would suggest that 

tha -uaraieeion use some c r i t e r i a such as gaa-oil r a t i o or other 

mediums of that nature to differentiate between an o i l well 

as conp*r*a to a rag well. Inasmuch as they can and w i l l be 

producing frois the same reservoir essentially. 

:• .. ; cOHOOOtG::: «*ould ohere be anything «ron*; wior: 

classify in,. ;*rea o/*e as, a l l w*Uf in timers, as gas wells* 

. orAf^-i; 1 don't know that there would be* I don't 

it now now you would l i m i t the o i l production from an individual 

wall oalefea you placed a top allowable l i m i t on that.well. Lven 

U;©u*.;o you ci«aaify i t as a .gaa well. In other words, tnere i s 

ao problem of corelative rights or withdrswals from sn individual 

woll sinco there i s no l i m i t i n g gas-oil r a t i o in.effect at the 

present •„!«*• I t i s merely a classification for proration 

purpo-os, 1 think some c r i t e r i a suoh as *ss-oil r a t i o would 

s t i l l .civ 3 eacn Individual, whether or not he i s producing, on 

o i l * o l l or nog well the same rights and privileges that he 



,4.w P.«CC«KIC*.: • HOW about this 41 vision of toe Seven 

Elvers into the lower 100 foot aod tht upper portion of i t , i o 

that .--oino' to bo capable of accurate determine!,ion 1 

F:u. SH^faij I think so. I see no reason wny that 

should peas any problem. 

Bit. SMIL*,?? That division was put i n there, to explain 

ohe r«i*«oo for io hsiag pu» in there, you fi n d that U'>*# bottom 

hole of tt,# formation pressure i-hrou^h that section i n hers, 

X believe development started la the area of l?jc or 1937, ths 

formation pressure i n t h * ftolo i n that area was very low i n 

that portion of those formations that had been opened, whereas 

the £at*e and the upper portion of the Seven divers which had no 

been open for production had a considerable higher pressure. I 

bellev* U:e "fates aaa ;-:even divers were averaging better than 

1,000 pounds, whereas theaueen pressure, I doubt i f i t would 

go ov*r i>QQ. That was the reason, to protect the possibility 

of tryinr. to re pros sure the vueen through opening up both the 

high pressure ât«a in any one well. 

tkn. RcOyfiv'.Ionr. how thick I s the ?ev*n -livers for option 

i n 1-<Q • 21 

:•••$». u^iO^i" approximately 400 feet, 

.-.r,. : oCoit;10r * I t i s f o i r l y ualforaO 

t i ' i l ^u f i Fairly. Not too uniform. 

i- n . ĉCw-.uViC?* *. Is i t acre taaa 100 feet thick at any 

poi/nt; 

o.<.. ^ l i , 0 : i s i t what? 



m&jml£& x i s i t »i#r« than a hundred feet thick at 

any point where thsns i s product ion'/ 

;«..;• ijklhk.il It i s 400 feet. 

jrii. Mc3G*$fI0K: Is i t more than 100 feet at ths minimum 

at any point 

;*..t. QAlLtYfou seas* that has ©sen opened up for production f 

/iOCO^lC-h: s e l l , i f you are allowed to produce o i l 

fro®, a lower 100 feet of i t ie thera any point where the 

Seven tivsrs i s not 100 feet thick* 

on. iiAXUtf; no, there i s no place where tha reven alvers 

i s less than 100 foet thick. Ho. The way i t worked out in there 

the total thickness of the Yates and Feven .iivesrg varies from, 

I believe, over in this area. I t i s approximately seven hundred 

and forty or fifty feet as near as I can remember, and i t gets 

somownut thinner this way, probably, oh, say loses 100 feet of 

its thickness coming this way. As far as we can t e l l , as far as 

we can traea i t . The lates ie approximately 250 feet thick 

whlca would mean that you would have between 450 and 550 feet 

of 0aV(5ti Stivers as you &o across there. 

incCOKMICK.: Is there any disagreement among geologists 

AS to «hoH*e one formation begins and i.hn other stops? 

y i• OAlOFxJ toe mean th* Seven Hlvers and the ou«#n or 

the TUias and Seven nivers? 

ricCO^ICk > All three ef those. 

3*IL»t: fhece would be between, I beliave, you would 

find some between the ¥ates and r'evaa divers espeelally b&ck in 

here alon£ this area, i t i s rather definite, efP*«***iy where 



you harm AH gleotrlcal « 

>Ni. ABAXH :• (Interrupting) for tho purpose of the 

record, will you indicate where you are pointing? 

;'n. SPUSrtlivii «Juet say fro*, east to west. 

na. DAlLfc'f: .«@11, l a area one, along, tha reef there i s 

a rather definite separation point between the fates aad .even 

Hivers that can be picked off irom Hue wells or radio active 

surveys or from electrical logs, aa you go east, that definite 

break becomes sostewhat indefinite, th® characteristics of 

the fates and Seven xiver* becoue fairly siailar. 

. fc'i. S-Hsiii& u : H.&t i s in 'area two. 

Ni-,. j>all*r: rn*t»t right. 

o,4, Aii4l&: rhat ia th© southeastern portion ef area two. 

*>*ll*fc.J: Tnsjt*a r i ^ h t . similar conditions exist up 

here farther north. 

SAniM,rtSi Farther north of area one, i s that what 

you are sp^kl^g of* 

?- nA.lLi,j: -hFt's r i«hn. 

NA. acCSmKlC*: i weald ii*« to ask another i|u»ti©n, 

Assuslr^r that ths somissioa would sdcpt, would m an^*4 and 

dafina pools? scaewoal 11 k* you h«v# i t there, with p̂ rr.&pe 

so&e ^inor ehar.~e;», do you have a practical suggestion as to 

how tn* t'ormlssion would go through the mechanics of sayin*; 

that t: i s well i s *n o i l well or i t i s a gas wollr 

? ;u irt2L*f: Wo. It mould undoubtedly require a study 

of eacn individual vol! by qualified engineers or geoloeista. 



hit, TUkM n. tuVi^IKSt lo tiring, with Shell. I have 

a question. Boos thin thin.r resolve itself late defining gaa 

ess rather than gas reservoirs or .res poolst |E«oft that the 

resul. of thie survey? 

r-.'U dAlLaf; In ares three to a certain extent, yes* 

-i. iQfihir-'O: It seems to me that in areas one and 

two, it seems that it Is admitted that gas is coming from the 

eaaaa wall©, 

no. Oali^f: Sot a l l the gas* 

¥Hm U^KsilhQ: A good part of i t . 

.. Jftli.bt: rart of i t , yes. 

;--.a. Û Y&U&G; «s a gas field, so designated,those wells 

would prouuce on gas -allowables the same reservoir an oil well 

eonaoetiot, of producing curtailed and limited by lied tat ions 

in oil allowables rather then gas and might there not be some 

advantage given to «as areas ifi regard to recoveries both in the 

fluids and in reservoir eaergyi I don't see how you can have 

a ::a« pool so dsvimou that actually the soursa of production is 

frosK on oil and gss reservoir. 

0AitM-.fi I oelieva that tne only place where **• 

have dona that is in area one. 

fn;, LiiV&BlfcGi That Is particularly tho one I had in 

Hind. 

:<trt. OalLoY; It, as &r* Shafer pointed out, has been 

declared primarily a gas reservoir by the Commissi on. 

i4.t. LQViiiiBiaj oven in area two, doesn't that area amount 

to have nothing more than a gas cap overlying ©a the edges there, 

say, oil ..orUon adjacent to there, you gat oil wells, so testified, 



out of toe mx* reservoir, don't you? 

: a. FtstBif: Area two Is mostly dry gas, Mr. Levering, 

practically a l l ef i t . will admit thare le oil hero and 

here (ina ica t i )• 

oO?&ElKG: I don't ©eject to mostly. It is oil and 

gas regardless of wnich i s predominate.. 

«••• 1 would say in area two, the gas in area two 

is a 'iai cap for these small wells. 

;• ,U ia-uV :'.!ilr-ia: Th* impression I got from the testimony 

and maybe others hers too, that actually you era defining a gaaf 

'fc-' 
cap in encn ease and nil these gas pals would he actually /**if 

producing from tha same reservoir as the adjacent oil wells. / 

. -i. SKaF̂ i« Perhaps 2 can clarify that for you a lit t l e 

ln area two. Ithink the only sections that we have described 

or su&rested be place in the dry gas reservoir that 

also produces oil is tha upper fates section. 

«dj..ittedly, in the upper Yates and some of the li t t l e 

troughs throughout that area. I believe are throe in number, 

there i£- « Halted oil production. However, on an acreage basis, 

the ttcronassigned to tnose oil wells comprises approximately 

three aor cent of the total area'set up in the gas pool and inas

much ne it is true of araa two that the Commission has stated 

that the reservoirs are primarily gas reservoirs, we feel that the 

individual producing sections or formations that we have suggested 

be place in the gas pool or one hundred per cent productivity 

of dry nos or are primarily produstlve of dry gas. 



ih# only Instance in which i can see that amy confusion 

might be created if: in area ©me designated aa, primarily aa a gaa 

reservoir and tha ras reservoir we are suggesting, tha one and 

tha aaaa. If they sail tne entire thing a gas pool, however, 

and limit the production of oi l from a gas well to top allowable, 

I cannot mm that i t will change anything from what its present 

status io« 

u u>?*Kl*U i I think your statement is understandable 

and probably true. *''he thing. I for see here i s that we are going 

to get faced with tn*a problem of proration of oil wells on one 

side of u«« line snd gas walls oa the other which you may bo 

producing from the east reservoir, fend that we nay have & 

©rofele%tha Commission would have a problem of prorating to 

everybody*a satisfaction oil where gas production of th©g-« wells 

from tr;© other sidy of th* lins. 

k*. .:;iUiFiiii* feu are masting the point that, for instance, 

taking an tixa&ple, eay, in the area two or Langemat area, you 

have a well producing from tie fates, say, upper Seven Elvers 

which is u very common occurrence in area one, or the Jaleo pool, 

you mi.̂ ht h&va a well producing fw>» the fates and upper even 

Rivera which is now classified as as oil wail. That comes back 

to the same point. I ean*t sse amy reason why that well ia 
a 

area on« couldn't be desi:̂ nated/gms well. 

ion-;. &'u;iBn:!: a% separated these two areas by sulphur content 

and th*: lac* of permeability here. 

-vn. ZHJ,¥L!U There are geological factors and ether factors 



that causal you to draw th« Una In there, i^tharwise, we would 

have e*de one pool out of tfce entire thlag. 

K.\* uW&alKGj xo actually separata the gas to gas 

pool or reservoirs, separate fror. gas; i t i s practically 

impossible to do, ie that right? ' 

ohAFnaj That i s something that 1 hope everyone will 

bear in wind, se did not have tbe opportunity te taks & new 

field or new area and work up mtm& appropriate rules aad regu

lations. »e are taking au old set of conditions that existed 

for many, ma ay years. «'e atudltd them thoroughly and we tried 

to do ths best we could. Admittedly, there i s a lot of debatable 

points, there i s a let of questions that car* arise regarding the 

least* boundaries of surface ownership and other matters. We 

tried to i-void those thirds and leap i t strictly oa a geological 

and individual wdl data basis at this time, in order to get some 

sort o|L̂ a5-.|>ool bouada/y sot up,)in order that these other, matters 

can Xi% intelligently discussed later on.- \/"̂  

1 na: afraid i f v#« ,?et into those factors right now, we 

would be no ins on to' aext Christmas* 

V,L, w ^ n i I donft want to go to next Christmas. 

o^yo.u m have concluded our testimony. I f nobody 

has any .'-.or* quest loos, we would like to introduce the three 

exhibits up nar# into evldesee. 

fceiXKKlC* : vi|..f don*t you mark the one, two and 

threei 

(£ape, marked as exhibits 1, 2, and 3, for identification.) 

Pni. ĉ ,';i*BiSi4-: Stanolind representative has asked to make 



a statement before we put on oar evidence. 

nit. L* tu BOSd? o. H. Soiut# itanoliad Oil and Oaa 

Company, *s baa previously been stated by Phillips representa* 

tivee, -tanollnd participated in this study, on** of ©ur engineers 

working on the study full time for a considerable period. It i s 

my ©pinion that this study represents a reasonable approach to 

the probl.; , but that as ha» beea mentioned, adjustmerts will 

probably nova to be madt to take Into account new data which Is 

discovered Hy further development or futher study of individual 

areas. 1 think i t does represent a good start at solving the 

problem and concur generally with Continental's! recommendations 

for these four areas. 

a... SfUiirtii,:^ fhonk you. 

(witness sworn.} 

CA&FgEJU.: If the Commission please, Gulf oil 

Corporation, Jaek K.. Campbell, Atwood, Kalene and Campbell, 

aoswell, ;4sw Meade©• 3ulf desires te present for the Oo&mitalon*s 

eensideratlOQ a minor o,odif Jostion ef the proposed t$as pool 

designations and calling as its witness, i . Boss, Hobbs, 

sew Mexico. 

having baser; first auly swore, testified as follows: 

By ||n» j ^ K r ^ i ^ L j 

* Stat,® your name. 

?:i e ^ e l^O S 0 e 

.««<j>rs do you reside'/ 



4 hobbs, New Mexico* 

W4 By who© are you employee!? 

A Gulf u i l Corporation. 

^ *iu*t capacity? 

A i.one ueolopist, 

«« toy© you testified before this Commission on previous 

occasion^ 

A Te s • 

CÂ l*B&jLL: la the (^amission satisfied with the quail*, 

floations of Ar. Boss as an expert witness i n the f i e l d of 

geology? 

Sf U3JiIc&: fas* 

(.•••arked "Gulf** exhibit I o . 1* for identification.) 

4 1 hand you what has been identified as Gulf*a exhibit 1, In 

Case o. and ask you to state what that is? 

A I t i s a plat showing the interpretation of the fates structure 

and i n addition the outlines of the gas areas one and two have 

been shown plus the suggested revision of those areas* 

%, Jiii you prepare this aap yourself? 

A That's correct. 

* HU you obtain ths information on tne contours yourself i n 

the preparation of the map? 

4 that's correct. 

•<* the contours as shown on t h i s map are the same as the contours 

shown on Continental's Exhibit Me* 11 

A Th&y are drawn on essentially the same horlson, however, there 



Is a variation among many of the .;aoiOflsts In usiaf the fetes 

as a reference datum. Same use the top of the gates sand aad 

some us* a point 20 to 30 feet bsfew* In tnis iastaj.ee, I believe 

the wontinnntal uses the top of th- sand, and I believe &ulf uses 

the lowar horizon* It amounts to a slight variation but essentially 

the map should correspond very closely* 

•% feu ara acquainted with the proposed gas pool designations 

as Indicated in Guntlnantal* & exhibit So* 3? 

» I ao,. 

4 Besod upon your studies i f l the area you referred t o , do you 

have a raso;«riendatior. as to aiodifl&tion of the Continental's 

reco&ste Dilations? 

A i t i c . 

4 ti&va you prep&rtd a stata>sent sett ing out /our views i n that 

regard* 

4 First s i l l you state which area is involved in your proposed 

modifications 

* #oll, it i« coaaaoa boundary of areas one, two and three. 

4 Thn known boundaries? 

A The Known boundaries. 

<* tf areas one and two? 

A That's correct. 

•4 hna the southern boundary ©f area three? 

n fas. 

v teal tin* statement you prepared ia connection with your study* 



h ":%» proposed delineation oi" shalbw gaa areas ia Southeastern 

Lea oount/ is in general accord with the interpretation made by 

tii# nulf oil Corporation. *e concur in the statement that the 

Grayburg formation is primarily an oil reservoir ia ereas ) and 

4. ;:hil-d :.Julf recognises the fact both sweet and sour gas 

are produced from the fates aad Seven Hlvers formations ia the 

southern part of tho county, the dif foresee being attributed to 

tha production of sour gas fro© porous dolomites of the *reef* 

area a Ion,-: the western taargin of production, the fact the Yates 

sands are apparently productive of sweet gas over ssuch of the 

entire area l<#ads to the interpretation that no distinct separation 

exists «*nd this reservoir within th* fates and Seven givers 

formations if; «ss«ntiaily a common one. However, i f i t is felt 

daeiroblo LO differentiate between the sweet and sour areas, 

Gulf will offer no objection to such delineation* 

"MUIX is not: in accord with the north limits recommended 

for tn* fates-Seven elvers gas pooler pools. The essential dif

ference wnich e&braces most of the suaiee-Menumsnt field, is the 

fact too; in one 'latter theyueeu formation is productive or 

potentially productive of g«ss. The common boundary of the areas 

o s previously recommended in drawn through the lest tier of 

sections in fownshlp 21 fouth, Sengs >6 east* however, 

the oout:,«ost part of this township ©couples such & relatively 

low position structurally that ths <uaen formation, particularly 

the lower »ueen, occurs below the fas-oil contact. Thus, the 

only formations here potentially productive of gas are the fates 



and :.iyy«n -livers. The are* of tates-oeven livers Csolely) gas 

production snouXd, therefore, be extended northward. 

".•.ol-tivv structural position appears a reasonable basis 

for separation of th« areas. The interval from the top of the 

fates to mi* including the upper quean sand i s approximately 

?>0 fe*»u. ~ha gas-oil contact in tho immediate area has been 

established as approximately 200 feet below sea level, fhe 

>50 foot 'fa tag contour thus represents the approximate south 

lisdU of ,;uofto rA® and. pool limits herewith proposed follow, 

*s naarly possible, this contour with exceptions ware 

specific dota are available. 

*rn.e resulting north haund*»ry of the ?*tes-»£even iilverc 

gas ttooo would be extended as shown on iktlf exhibit MO. 1, to 

include toa following areas 

" Township 21 o^outh, Hangs 35 oasts 
o| See. 12, &| Sec. 13, and &4 See. 24* 

"Township 21 South, sange 36 oast $ 
-i|/osjc 7, of Sec. I i , A l l Sec. 19, Si Sec. 20, 
*| Sec. 2e, 411 Tec. 29, A i l Sec. 30, NEi Sac. 31, 
;i and fo4 £ee 32, x| Sec. 33, and »£ See. 34.• 

H i i r . aoss, for the benefit of those here can you point out 

generully on Continental oxhiblt So. 3, what that area embraces? 

n Thvi fat si s, oeven ,iivere areas would be extended northward 

then ^ include the east half of 12, the east half of .13, the 

east i f of 24 of iTewni>olp 21 fiouth, -iangs 35 &astf to include 

the w-sKo half of oeetion 7, the west half of l t f , a l l of 19, the 

west oalf of 20, the* west of 2s, a l l of 30, a l l of 29, the 

north-iast of 31, tho north half and southeast of 32, the north 

half of JU ̂ i d the north half of 34. 



4 Based upon your study a© you recommend that the north limits 

of t>-,e fates-»6even iiivera pool ©e extended es shown oo the dotted 

line* of dulf*s oxhttt l"f 

h 1 ao. 

-!•• u. CAHFB&iXt T'h&t i s a l l * 

•'-i* i-PViVil̂ &i Does anyeae have aay questions of this 

wi tness7 

t u î.i.loâ«.; Does the witness mean that you want areas 

one «±rid two to be extended to take la a portion of what Continental 

has designated as area three, is that what you mean? 

«. Corr»*Cv« 

<•'••<•» '<JAlLz.ii iX> you me*a that, or extend area two aad 

leave sitrnti oas as isV 

4 4s we have interpreted that area as fates-Seven Hi vers gee 

production., i t r«all/ would as&ke no difference which one 

accorain,; .o our interpretation, so we have a© objection to 

exteudinr two up to include that. 

: oFU*iivI.,;i: Any further questions? * f not, the 

witness he excused. 

Ca^PikXLt. 1 think for the benefit of the Commission 

i t mi,<ht help to determine what Continental- feels about that 

proposed extension, whether they object to i t or feel that i t 

would ba satisfactory generally. 

• a. oPlhtM^u Mr. Sanders, d© you have any comment? 

^ s^NDotoi Jio, s i r , we have oo objection to that. 



l̂-'Uiutlo ii Is tr-ere any other consent oa Quif pro

posal; 

Ll f CL&i *r* CholrcftAtt, my name ie uen l i t t l e . 

1 represent ."taiidard Cil woapany ol iOjcao, fro* Houston* standard 

of *exa« owns a joint venture interest in many oi the Continent**! 

oper^tea leases scattered throughout this area* #e have reviewed 

the report and tha exhibits submittea here today by Continental 

and are ir. substantial agreeaeat with tne findings of that 

report insofar as i t subsets or attempts to define the limits of 

the /:ae pool lo the area under eOBsidsrstlef*. ee feel that this 

report ro*presents a construetIve approach to this problem of 

defining these gas pools aad we recofesfcead i t to the Co&mlsslon 

ea that eisis for t;,elr study am. costal ssloa* thank, you* 

•'•><•* oFCitHl-.i: i'hanx you* anyone else* 

•-• ooV&»tIr.-3i I t occurred to me that they be referred 

to ao .ji*s areas ratr.er than to gas pools* I don't think they are 

gas pools. 

"*-• ooAfo.-i} .%1 though we have referred to them as gas 

poolfc m originally commenoed this study and referred to them 

aa areae prisaarlly because of laex of nomenclature. »e hadn't 

deciaed auy names* ilowever, to be of aoy benefit they must 

be ccieeo** sources of supply which I s syaonomoug of pools* 

otherwise, we can't promulgate any rules or regulations to f i t 

those various pools. I surest tt* wo do consider them as pools 

even a.cu,/o i t it, contrary to Mr* Lowering* 

<. LuVaavI*o;? I withdraw my objection* 



!-. i # c. CAUSW&LLT C* £• Cardvell, with Atlantic* 

Continental pointed out in thia testimony Atlantic did go over 

this study with them and we are la substantial agreement with 

thair recorjasendat Ions to the CossUssion* 

iiPUaxI&H: L'fhaak you, Mr* Cardwell. Anyone elseT 
4*as anyone anything further in tho cas«? do you have something, 

«% *)ewey? 

u&WsY. j #e have the Slinebry gas field i f you would 

like to hear i t this &ftern©on* It is a deeper gas field than 

presented* 

1 ar, ,i. S. Dewey, Humble Oil and defining Company, 

midland, Texas, un behalf of the Humble Oil and defining C©©pany 

we wisi to state that we are in substantial agreement with the 

evidence that has be«n placed before the Commission in this case 

'in regard to the shallow fields in Lea County. Aa our part of 

the hearing we have prepared a very short discussion of the Blinebry 

gas pool and 1 Uiink, Mr. Spurrier, that perhaps some of the other 

operatore have so»# other pools they want to discuss* *e have ene 

witness, AF. L* Srothers, who has n»t appeared before you before* 

{-»itness sworn, j 

JL* Ji* w ii M X ll J» ii H* 

having bean first duly sworn, testified as follows* 

Sy MM. i: 

a I wish you would stat# your name, ©lease. 



A w* Crothere* 

4 For whoiu are you arsployed? 

4 Hmsble t i i and Kefiniag ôaipany, 

4 ID what capacityJ 

A retroIsms S*ujirje**r. 

4 Bow long have you been activo in this area? 

A Ir* west Texas and ?»ew Mexico sines 193o* 

Kix. Qm&fi is that euffieclen qualifications? 

fcsi. SPuarfiitd? *es. 

•4 Wr. Crothors has prepared a statement which he would like to 

road ana which we will laave with the Commission. 1 sight say 

t;st this matter has been discussed with the various operators 

concerned in-the area so far as we know it i s not controversal. 

hav»n*t be *n abl« to find any material disagreement with i t . 

i ... &ttVTb->&&f 11 Blinebry Oas and Oil Pays. There are 

12 oil wells in the Blinebry Field and 11 gas-distillate wells 

are completed to produce fro* the Blinebry pay. Oats available for 

these wells are listed in the acoottpanying: tables* The oil wells 

are ail sarr.inal with allowables in March 1951 ranging from $ to 2b 

bbl/day and averaging 11 bbi/oay* AS shown on the accompanying 

map, the oil wells aro in three areas over an interval of about 

# milas. »Tactically a l l these oil wells were originally drilled 

with aoKa ot;--«-r pay such as Oriafcard as an objective aad were 

only completed in the Blinebry after failure to produce in other 

pays. The average cumulative production of the oil wells, to 

— t f t i — 



January 1, 19>1, is approxiaiately 15,000 bbl/well. It should bs 

noted that on the map only walls with production tests or d r i l l 

stoat tssts of a blinebry pay are shown although there are a number 

of other wells in the area producing frosi the Paddock, drinkard 

and other pays. It will be noted from the sap that the Blinebry 

baa been found productive of gas over an area about 9 alias 

long with & maximum width of about 2idles. Data available are 

sufficient to indicate whether oas production will be continuous 

over the entire length of the area involved. Initial tests of 

Blinebry o&s wells show production of distillate varying in 

gravity from 50 to 64 degrees A.?*l. at gas-distillate ratios 

varying from 4-0,000 fc© 100,000 cubic feet per barrel. 

"If oil i s found in a reservoir with a gas cap and the 

pressure in the gas cap is lowered faster than that in the oil 

pay, oil will migrate to the gas cap. The small percentage 

of thts oil migrating to the gas cap will be produced. Pressure 

data for the Blinebry pay show ths. the pressures of the oil wells 

have dropped much faster than those of the gas wells, indicating 

that littlo i f any oil migration of a gas ©ap has occurred ©r will 

occur. Pressures reported for oil wells include the followingt 

Olson, dangled* 1, 11-49, 16i5? Penrose, ttinton 3, 7-50, SJ9i 

Pearoas,qinton 4, 7-50, 1525; iowan, olHett B-lJ-l, 6-50, 903; 

Sinclair, a m 1, 11-4S, 101«? Texas, Lookhart 2, 11-50, ai2. 

"ii**©* pressure teate iadieate the gas wells had pressures 

of about 2juv pounds at the taidele of 1950* 
MCross-sections AA* and Ss* were prepared primarily to 

determine whether oil and gas .production were from th* same 

aone. t-ecolon AA* shows oil production in Gulf-tike 1 just above 
- t l -



tht t,-\- -:" 'i-Q c ! n t i r y wfP . • \ ^oAie t ! 02̂  i n oprng^r-

H 1 ; ; ' " P r « a ;;oint a: - v .--5 feet, -©low the too of the 

B'i'nobr Pheso o©i 1 a arc ab:>ot ' «7ih'«a ©.sexi. Tn the eentr*-

urea w5>or« «.5»o tho - " wev-i* are ;ooated- ftowsav-trnp ot t p 

rsm:x ^n PP* o anown o dr. \ sios tests to hmm Its, oeat o n 

•;; hoo- be. the . .=f s-he Eibneery. mtm cm 3eet:.on A *' 

f.-r :?̂ co :mo-a y t o l a t a we":";; aa Co:f-Vivian - Humble-Penrose 

'< a:iw 'ac: a ; r "'ark??, a : ou-aato : oat gaa production im tmm 

. i£. ;; o .. o* tue '..o: v; toe B; n t b r ; . 

"P, ' * r->z ; :hat I'nssv ;iate* IndteCT-Si- M\CT ; t *S 

una lhe I - tha.;, tho Blinetrp g&a-dist i Hate pay la a rjee sap of 

the obi a: or papa. The ras-dist i l l ate pay oeeurs abo^t 8$ 

fete hosier *n the? section fcftaa the o i l pay sad tma a bo t teas htt© 

,^oo.o.;re frost ftoo" to l$db poonds iiipher. In the event that i t 

slo Pd be o» paa cap of the o i l 2 i t !a believtrd th&fc 

neplb-po-e toss of u l t onate c-h 1 i:rod-sotion woold ogeo;- .p;- a 

s m o : wf rim.%in4 and producing the gas p&p aa a «s^ars te gse 

pap. 

- proposed aroa bo,,iwisro f o r the Blin©L.r*:- •m&-

•41 o r n a t e j-a^ 13 shown on ths attached my*, fhe area inc X tided 

tiio'i-o i.hiB solidary is larp«ly -und^velofed. I t bo re©«^a©ndea 

thc i ih i s ucnindar:/ be rev'.sed so deveiQjseefit eatends or rettueea 

tho aroa 5noio>ee'i in I tp* 

bpifPy; ph,,; aster!a> has been 3utp:'€oJ to a greet 

aari... ,.r the J-craters ^ w e t i a g doattoeestern Lee, Count:-; and 

I t has heen availe&le t<v- the*. Eovetwr, i t there i s K^bod? 

Ihr**:. t er«ss oxassln® toe witness. they aay do eo, 

m , P'PRfilEli 0f#a anpbodiy- have any queuUona of f r t 



witness- ir. >s*ey. i iif^a„:fB« -tea ire to int reduce thia m 

r.'apkei, Bucu^o .11 ana aeflnf.ng Coftimp "jchlbit A 
• â -e a%;>, for idem, r*eit"oB.) 

srwffio o*: .:oee anyone have anytMnti further on 

anv -ther .vo\r; 

*!P.. o43.tbvLL^ Yes* 

fu o. <:w»ISTl-i «5r nsu-se ia o, Christie, . i m d a 

Peti^leon ^rporattr*. ur -¥jut in thia stuiar la an effort to 

iefi^t- v-~. smJl t'iv; - ••• •; in wMto hav« arodhsetlen. "Th* 

r^-—o , ..-----ro rovis?--.ad u*. a '^etlng 30 oi fn Hobbs tn tht last 

4ayft . ; T boltov.: :- h<'.r--.-- * no if a;rreHjao-nfe sn our fln&inm either 

~h* fireo -ej-o-rt is en th»* fianiua«nt«ilaKe« gm reel . 

1 M B a very aho« fe ?«port. I f y«5 cere to, f will read i t or 

juet sufe^lt the ---eoo-t, whichever you prof or. 

Tf there ! * no ohjeetloti, we will 

d i spe l* wi-h th© reading of the revvsrt, Xe there anyone who 

wouli se"-*- *o hear che ^ s « r t ? 

« u CKHISTOi I might state that thia eeaprteee, 

the H&nu«e*t-r^Kee oas pool oss^riees In our eetlaetion, at 

least Seat tor? 16, Township 19 Sosjth, Bsnge ^ Seet, Seotion 31, 

•Fownshii, 19 ;-otith, ?<:angs T? -aet, 3«etlsf* 1, In TotRishlo 30 

South* -anK*a l€ asfe. Seelien 6, T©w*ieMp £0 SeotU* Ra«R« 37 

;«s t . ;'
? the prese-nt ttee tfeere te Just owe well sesa&etedl In this 

fooim-io-. T weald live to present tale ee osnleit fto. 1, 

The seeosrf wm v.eei whioh we ere attesting to define 

ia HJO !r!T'h!.ower Persse*Pe*ma3rlvsnlm Oaa Pool. 1% Se defined mm 

eeir.,- 5 "astion i*?>, See fel on Section «**• end Seetien WT in 



Tow*shir/ lf» South, Rsm-* 3"* ; ;ast. ''t th® pvmamt tiste there 

.ere two eotsrleted gas wol Is In this "osSHrvoii*. I wsulil Ilk* 

to f.?ettit this ss .ftasr*-!* Bsfcihtt. ?k>. l # 

m. SF8£fiXE3t .ooos asisyone haeo any e^Mttiens? 

You siay ha oxetsMKi. 

mm IKgffiELLt I ai^Bt ask «r. Christie on* iiMStioti, 

I t 3«et ©o«urf*sa to as, you are su*i?e*ttn« under yowr Eshlhlt 

Ho. 1, the nss* mn%®mnt̂ &Km m® ooelt 

ft y** f si"-. 

ITfW-tU I wouM Ilk© to sail the attention of 

ths Sowalssien to ths fast that -feere is a Hô uPjent-fceKee oil 

pool. The stastlartty of nes*fi tsight he eanfusing unless i t is 

spe-elfieti eaeh tliw i t is written out. 

f-f-U cmi^fT"i 1 €o«»t holier* there le an oil pool 

fiow. ***h« original well, the well that Is refe?:'-ra4 to there esjse 

in originally ss a hl.jh gas M l ratio well an«l has sine* /$ene to 

g*s aod as far ss I know there ere no wells «ro4«einis oil Is the 

HeEtea ^a-i ?%m»sert cool. 

m. wmmmt Then, the M«K«e should he withdrawn. 

MP. CSBTSITEt Ye*. 

W. SPCFPIERt It ts messssnOe-cl» !*r. Shriatle, that 

the -gool toe changed frora art oil pool to a gas poolf 

m, amtsr&t Wat is e*t*re*t. I eel love the 

Costalselon has already designates* that ss s sea FO©1 at this tie*. 

Although, it my not he off is lolly reeo«nl«sal. 

yp. CASiHBL&t Qtilt IAS heen requested to tmlsh sens 

Infbraatlon to the eefsmlssioii in three ei^eeted wma -pools, Tuhh 

ass ?oo?, the t̂ssndii Qaa PenJ end %he Justis Qas Pool. I thin*, 

that fcfees© have s l l likewise he*j> sut*«\tte4 to -he wetting, of 



ne abjection, we will Jast identify the SxMblta, introduce thsa ana 

•ubeit fc'h«ift to the reporter for the record. 

srmmiFJRt m right. 
*. L . Bess. 

traealled, having been nreelotialy duly sworn, testified aa fol low 

By m. ommm** 
You have testified before in shls hearing have yens notf 

* Yea, sir, 

£ I hand you what has been Identified aa Gulf*a Sxhiblt S an* astir 

you to state what that Is, 

* That la a aaa shewing a general outline suggested far the Tea* Pool 

and also tho lime of a eroea see tion praoared aa supnlesisntsl data 

for the ?ubb Pool/ 

- SsMbit 3 i« Just a ame showing that? 

•• Yea. 

" I hand you what has been identified as Oulf *s Exhibit 1 and ask 

you to state what that I s . 

ft This ia a e„oaa section whioh is supplemental data with regard to 

the fufefe Om sons. 

e. I hand you what has been identified as Oulf«a Exhibit % and ask 

you to state what that it? 

* * table 'vreipa-ed showing data, showing wells actually producing 

front Tubb son*. 

r* I hand you what has been identified aa Oulf *s Exhibit 3 and ask 

you to state whet that is? 

•* That is a table shaalmg data frost other wells whioh had aheainpi 

in the Tubb Son©. 

o Are all the wells that as* shews them free) this particular sene 

producing eaa? 

h Hint ia t nao. 



4 Baaed upon your study in that partiealar gas pool, la It 

your «ug£ aa tion that ths Qoaaiseion giwe consideration to 

dcsi&dsting the Tubb Oas Pool as shown l a Gulf's Sxhlbit 2? 

k Its. 

•4 l stmt hand you what has beea iaacitlflad as Gulf»s Kxhibit 

•Ao* o. 1 ask you to stats what t̂ nat 1st 

A That is a sap showing the outline proposed for tne aaanda 

Qas r'ool. 

* 1 hand you what hos been identified as Gulf*s exhibit ? and 

ask you co stats whatthat i?V 

4 That is a section prepared as supplemental Oats for Aa*anda 

Gas Fool. 

H iasta an yos* study of &he Amanda Sas fool, is i t your 

rseeisciendatlen that the Coraiissien giro eensldorstlon to 

establishing an A&&ada Gas Fool as soown in Gulf's &xhlbit o. 

A lee. 

Q are tht wells producing in the *aanda 3»as Pool, are there any 

oil wells producing in that sons? 

A oo, sir. The pool i s Halted to & single well producing 

gas ©iiiy. 

4 1 hand you what has been identified aa Uulf»s ahihit 6 and ssk 

you to state what tnat 1st 

A Toat is a cap showing tbe propose; boundaries of the Justis 

Gas fool with the lias of cross section prepared also. 

M I hand you what has been lasrfcea as Gulf's aathlbit *.o. § and 

ask you ts stats what that let 

•40— 



k This is a cross section propsrod through ths Justis Pool 

showing tha vertical limits of tha gas seas* 

Q Based upon four studies in the "ustla Oas Pool, i s i t your 

suggestion that th© Ooml anion give consideration to sstabllshi 

the Justis Oas Fool as shown on exhibit So. S? 

A It la. 

H Are there any oil wells producing fraa that particular sons 

In the Justis Oas Pool? 

A f,o. 

CAMPMLI; W® would Hiss to have' the record 

shew that the Sulf Jlxhibits One cnrough Sine, are offered in 

oTldence, f*leaae submit copies of year statement to the 

reporter. 

Ra. SHftUU&st Any questions Of this witness? 

If not, the witness «ay bs excused. 

(sitaeas excused.j 

kit. M#kXi ^ i * . Chairman, ia order that there be no 

eoafusien estween the Blinebry Oil Feel and the area that 

Mr. Orotr.ers reco^reea^ed for the Slinehry Sas Pool, we suggest 

that ths naae for tne pis pool be alia* Ve further suggest 

that as there are & naabsr of small oas pools to which nc 

testinony has been presented today, tha* the ease be held 

over until the axt tine at which tine we will try to complete 

a l l the gag pools in Lea County. 

;ou 3rU*iJ*fcs Without any objections, Oaae &o. 245 

will ba continued to the next hearing* 

0$#Sff So we can finish i t up at that tiae. 
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In the auiti-pay field oi t. , &uaic* townsite area there 

ar* five wells completed in what is coswaonly referred to ae the 

fubb gas «orie. Four of these were plagued back te this pay after 

'falling to find production in deeper objectives and the fifty Is 

a duial completion, producing g&s tnam the fubb sons and ©il fro® 

the underlying firinkard pay. in addiblea, in at least eight other 

wells ir* this area, d r i l l stent tests have indicated the sons to he 

potentially productive of .-n, 

fhe creae-seetlen A-A* lies teen prepared to illustrate 

both wve rdativs structural aad stratigraphic position of the 

gas soAs in those wells completed free) that pay. In addition, 

other wells rrce which drill at OH- tests data relative to showings 

frost tr.is section are available, have been indicated by appro

priate symbol on the ettaehed nap. 

î ata furniehed by actual production tests plus ths 

suppiaiaental d r i l l sten test data indicate this sone to be a 

dry fas reservoir. Structurally high wells such as Continental 

%o i - J t'ants, and low wells, such as 3ulf as* ) Paddock, produce 

only 5a a with variable aaounta of distillate. Several dry holes 

at eli^nil/ lower elevations on the flasks of the structure furnish 

added evidence that the son® is nm productive of e l l down dip 

and thereby suggestive ef a gas cap at the higher structural 

elevations, further evidence to support this conclusion ie in 

the fsct triac the sons i s epearated fraa the nearest underlying 

oil payt tbe drinkard xone by sosse 200 feet of section, isuch of which 
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I s r elatively impernieabld. 

Th© Tub© sand or Drinkard sandy member i s a convenient 

reference datum for the productive seas i n question* The pay 

i n the five producing wells f a l l s within a maximum interval of 

liC feet b*low the top of tbia datum. I n the several wells from 

which d r i l l stem test data are available, the potential section 

appears somwhat more extensive v e r t i c a l l y , the extremes being from 

10£ reot above ths Tubb horisoa to 203 feet below. However, 

in tha walls actually producing the pay i s confined to the 

section below the Tubb sand and in other wells i n which testing 

was completed, only three included beds above th i s horisoa, 

This evidence plug that furnished from saatpls examination i n 

many other wells of ths area appears sufficient to conclude the 

top of the Tubb sand represents tha upper l i m i t of t h i s pay. 

In tht* attached tables ar© shown comparative data with respect 

to the intervale and the results obtained from testing within 

this aor-c; 

.vnils tha top of tho iuhb sa-id rather sharply defines 

U:a upper l i m i t of tne zona, the lower l i m i t i s somewhat i n d e f i 

nite. The maximum .depth of any test completed was 203 feet 

below the send masher. Free the electric logs a "break* 

approximately 225 lest below the Tubb herison i s readily i d e n t i f i e d 

and t h i s , although somewhat arbitrary, offers a possible lower 

l i m i t to the sorie. I t ia thus suggested that the Tubb fas sons 

be limited v e r t i c a l l y to the stratigrsshie section eocprislng 

the 225 feet of bads iiwsediately below the top of the Tubb sand. 



The noriaont^l or geographic limits ef the peel are alee 

rather indefinite. Fro* the attached map i t will he noted that 

the wells in which showings were recorded are scattered in a 

north-south direction over much of the Brinkard fool hat seat 

and west they are confined largely to the eaat fans, of the 

structure, however, froia sample date the sone Is recognisable 

in rust walls of the drinkard Fool and i t is not imfreeable that 

subsequeat exploitation way prove the sens prooactive over eaeh 

of the drinkard area, based on these data the proposed limits 

of t.id pool are as indicated on tne accompanying mop. 

mhf COA?WUTIUK»S mmTf so. 

MMAUM OAS PvwJL* 

lhe 5ulf ho, 1 Amanda, located at C SiW Sit Section 25, 

Towr.ship 22 South, ian^e 37 Seat, is productive of gaa from a 

localiasd stone oi* porosity in basal randan dolomite, This 

well was drilled to a depth of 7335 feet aaa found Permian 

sediments in contact with the pre-Ca~brian at 7332 feet. The 

inch casing was cemented at 7214 feet, th® well plugged back 

to 7174 feet and completed through perforations between 7025 

and 70o> feet, after 1500 gallons of acid, flowing, 3,372 MCF 

gas p@r day with 5.44 barrels of distillate. 

although a number of wells in the immediate area penetrated 

a comparable seaueace of Permian sediments, in none was the Amanda 

sone sufficiently developed to warrant exploitation. This sone 

thus appears a quite local development and until proved otherwise, 



fey data available at a later date, muat be considered a dry 

pis reservoir. 

there are as ether oil or gas pays ia the remaining few 

feet of the subjacent Permian bads and in the overlying section the 

nearest pay stratigraphically i s the lower Drinkard of Andrews 

©il zone. From the attached r-eetdcn C the relative position 

of this gas pay i s available. 

Ii, view of the quite local development of tha gone, 

the depth necessary to reach i t , and the small potential indicated 

no fiu-t.-er exploitation of this pay appears probable. Ths immedi

ate section within which the- well is located (see accompanying map) 

namely; -action 25, Township 22 South, Hangs 37 feast, appears 

ample for the horizontal limit* of the pool. For like reasons, 

tha prasuntly sxposed stratigraphic interval provides adequate 

vertical limits. 

aUw CwAPGitATlUN'S fiXaifiXT MO. 3 

In the Justis gas Fool, the lateral limits of which 

have previously seen dafiaed, there are at present four 

producing wells, *ne gaa pay of this pool occurs in a section of 

porous dolomite immediately underlying the Oloriets horizon. In 

order to illustrate the structural and stratigraphic relation of 

the wals which have either tested or are producing from this zone, 

the cross-section B-B* has been prepared* 

Available data suggest this reservoir i s quite limited, 

bein*: confined almost wholly to the very crest of the structure. 



nt lower structural elevations the zone i s water-bearing. The 

western lateral Qas Co. 1 Eaton (well 2 of section) which 

occupies a relatively medial structural position was originally 

completed in this pay for a potential of 9,000 MCF per day. 

Subsequently, because of encroaching water, i t was necessary 

to plug the well back to the mors shallow Queen formation. In 

addition, the Atlantie*clsea - o. 1 Justis (Langlie) and the 

Olsen HO. 1 #imberly (wells 4 and $ of section), both of which 

occupy a night structural position, tested a l l underlying forma

tions without disclosing any additfenal o i l or gas pays. These 

data surest the aone to be a dry jas reservoir and not a gas 

cap associated with an adjacent o i l pay at either a lewar struct

ural or stratigraphic position. 

From ths data at hand i t is disclosed the productive 

section is confined to the interval -irom a minimun of 7 feet 

to a maximum of 160 feet below the Ulorieta horison. In view 

of the performance of the reservoir to date, i t seems probable 

the productive limits of the pool will f a l l within this interval. 

For this reason, the more or less arbitrary figure of 200 feet 

below the Glorieta datum appears as a reasonable vertical limit 

for ite Justis gas zone. 

In view of i t s limitations, l i t t l e i f any additional exploi

tation oi* this reservoir i s anticipated and therefore the horizontal 

limits of the pool as presently defined appear adequate. These 

limits, as shown on the accompnayinr map, comprise the following 

lands? S»/4 Section 1, Si/k fee, 2, s/t See. 11, «/2 Sec. 12, 

w/2 3*c. I i , %/2 Sec. 14, &/2 Sec. 23, and w/2 Sec. 24, a l l in 

Township 25 South, Mange 37 East. 



lX«IiiIT HQ. I 
CASS 245 

MOSOMglff-WciiMi OAS PuOL 

In th* ô ament field there i t ene well producing gee 

from the McKee sand in tha Simpson formation. Three other wells 

drilled through the »cAe«* send have indicated on d r i l l stem tests 

that, the-/ will produce gas from that seme* 

fhe attached cross-section shews the sample logs and d r i l l 

stem test results for a l l wells drilled through the McKee sand in 

the ?iOnument field. The attached map shews the location of the 

wells. 

:mj McKee sand i s considered as the'seme starting at 

98At* l-̂ 25o»} in dmerada Petroleum Corporation's £tate f s e l l 

ft©. > and extending to the top of the &llenherger formation at 

10,010* («o520»). The water level i s at approximately i>jjQ* subsea. 

>vffi«rada 3tate F A«I11 ho. 5 was completed November 4, 194a 

as a hi h ms-oil ratio oil well. This was the discovery well for 

the monument—McKee pool. The thin o i l column was soon depleted 

and the wall was reclassified as a gas wel Kerch 1, 1950. the 

well currently produces condensate with a gravity of o5 degrees 

API• -0 other well has indicated any ©11 column. 

The boundaries originally set out by the Oil Conservation 

wowsiesioii for the Monument-MciCee Pool, should cover any possible 

gas area-active acreage from ths* 20ne. Those boundaries are: 

T. 196, vJ6S Section 3& 
T. 19S, Section 31 
T. 2QS, u i o l Section L 
V. 20S, ..37S Section t 
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II* CASfc 245 

Ia the hightower field there are two gaa wells completed 

in a section release to as the rer&u-i-'ennsylvania/i ions. Two 

other wells drilled through this stone have Indicated or, d r i l l 

stem tests that the? will produce gaa from that sons. Three 

other walls were drilled through this zone with insufficient 

porosity development to produce sj»d one of these wells found 

watur In the base ef this sons* 

i'ne attached cross-sec tion shows tr,* electric logs and 

d r i l l stew test results for five wells drilled tarou^h the rermo-

Fennsylvanlan 20ns in the hightower field. The attachad^ap 

shows the location of a l l wells in the Hightower field. 

i'he sons that i s gas productive starts at or near the 

top of the «olfcamp in the Amerada Petroleum Corporation* a 

B.C. aoach * e l l ho* I at 63»5* (-4I3&*) and extending te 3690* 

(•-444! * j which point i s 70* below the top of the Pennsylvanian* 

The wat<*r level in this aooe is at 4^00 subsea* Water found 

on a f r i l l stem test in tihe lower part of tuis sons so para tea 

this reservoir i'rom lower o i l productive sons a* 

The boundaries originally set out by the o i l Conservation 

Commission for the Hlgatower Penao-a^enaay1vaniaa i'oel, should cover 

any possible gas productive acreage from that sons. Those 

boundaries arej 

AJJ& Sections 22, 23, 2b A 27. 
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I t would seem to be reasonable to me I f wells now shut i n 

were opened up that they would tend to take I n time some

thing of the same course, and that i t might not be too un

reasonable to predict that what i s occurring i n the present 

operating f a c i l i t i e s , i n the present operated wells, since 

i t ' s over half the f i e l d , might not be too f a r wrong f o r 

the whole thing at t h i s time. That may be a f a r fetched 

conclusion, but the r a t i o s i n the f i e l d vary from one end 

to the other and i t is interconnected and we have found 

that i t tends t o vary about the same time. But because 

there has been a shut i n , the chances are those wells 

that are now opened up w i l l not have on the average quite 

as high r a t i o s as the wells that continued to operate. 

CHAIRMAN THOMPSON: Does Mr. Kayser have a question 

MR. KAYSER: No question, I j u s t have the informa

t i o n you wanted me to give. 

CHAIRMAN BOMPSON: Come r i g h t ahead. Any fu r t h e r 

questions? The witness i s excused. Thank you, Mr. Bunn 

Come r i g h t up, Mr. Kayser. He's going to give us the 

information asked f o r e a r l i e r . We're glad you got them 

ready. 

MR. KAYSER: The f i r s t question was the capacity 

with compressors The f i r s t f i g u r e that I give i s the raw 

gas i n t o the gasoline absorption plant. I n the case of 

Tex-Harvey, the capacity of that plant i s 35 m i l l i o n a 

day. I n the case of the two Texas Natural plants, which 

i s other than the Benedum plant, i s 60 m i l l i o n a day. 



81 

El Paso's M i d k i f f compressor s t a t i o n , which can be counted 

as a plant, i s 37 m i l l i o n a day, which makes a t o t a l raw 

gas capacity of 132 m i l l i o n a day, exclusive of the Bene-

dum Spraberry. 

Then you put i n the Benedum Spraberry, Texas Natural has 

14 m i l l i o n , Plymouth has seven; that seven i s teing increased 

a d d i t i o n a l l y but we count what i s there today. That makes 

21 a d d i t i o n a l , which makes a t o t a l of 153 m i l l i o n of com

pressor capacity f o r raw gas out of the Spraberry. 

Now, against th a t , we fi g u r e we get residue gas -- i f 

they were operating at that capacity, we get residue gas 

about l i k e these figures I ' l l now give you. 

For Tex-Harvey, 26.5 m i l l i o n ; f o r Texas Natural, on the 

two plants, 42; f o r El Paso M i d k i f f , 30, making a t o t a l of 

98-5- The Benedum, 14 -- i t has 14, Texas Natural Benedum. 

We get residue of about 10.5 and the Plymouth seven, which 

would give us residue of about 5-25, making a t o t a l of 114 

m i l l i o n -- 114.25 m i l l i o n cu. f t . of gas a day of residue 

gas that would come out of a l l of the capacity that i s i n 

the f i e l d . 

Now, we have pipe l i n e capacity and a b i l i t y to absorb 

in t o our system at t h i s time that much gas, I said a while 

ago that i t was 92 -- i t ' s 92, but actually i f we had i t 

put to us and we needed to take i t , we can take the quan

t i t i e s that I gave at Benedum. Next 

COMMISSIONER MURRAY: Mr. Kayser, i f each of these 
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plants mentioned has the compressor f a c i l i t i e s at that plant 

to d e l i v e r under your l i n e pressures which would exist i f 

they were d e l i v e r i n g a l l these q u a n t i t i e s , these amounts of 

gas 

MR. KAYSER: Yes, s i r , they have the capacity to handle 

raw gas i n the quantities stated. 

COMMISSIONER MURRAY: And process i t ? 

MR. KAYSER: And process i t and compress i t 

COMMISSIONER MURRAY: To the l i n e pressure you would 

have, i f you had 114 m i l l i o n a day? 

MR. KAYSER: And deliver to us a l l the residue gas l e f t 

over, which i s about the fig u r e I gave, and we are able to 

take i t , and take i t to market. 

COMMISSIONER MURRAY: Your a b i l i t y to take i t depends on 

t h e i r having the a b i l i t y to put i t up to whatever the l i n e 

pressure would be to get that much gas i n t o your system? 

MR. KAYSER: That's r i g h t . 

COMMISSIONER MURRAY: And they have the compressors? 

MR. KAYSER: They have the comprssors to do th a t , and vie 

have the compressors at Mi d k i f f to do i t , and i t i s wholly 

i n e f f e c t i v e unless i t comes up to that pressure, because 

two and two make four. 

That was the f i r s t question that was asked. The second 

question -- and that's with and without Benedum -- the sec

ond question was, what was the quantity produced i n July, 

what did we actually take out of Spraberry plants other 

than Benedum. 
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I want to say t h i s , that as to Benedum, we have capacity to 

take out of Benedum a l l of the gas that i s produced i n 

Benedum, including the Spraberry, on any ordinary produc

t i o n days, l i k e 20 -- I even think i t would go fe 26. So 

that you can consider that you can put Benedum on whatever 

you want to put i t on, and we can take the residue gas, 

and that means that the plants have a s u f f i c i e n t amount 

of compression to move i t on up to the pressure so that we 

can take i t . 

COMMISSIONER MURRAY: And that would not reduce your 

a b i l i t y to take from each of these other plants at t h e i r 

f u l l compressor capacity to del i v e r to you? 

MR. KAYSER: I t would not. 

COMMISSIONER MURRAY: That's the answer to the question 

I had. 

MR. KAYSER: We thought that was the Information you were 

t r y i n g to e l i c i t . 

For July production: On July 7th, we took from the Tex-

Harvey plant 21.7= Now, when I'm giving you these f i g u r e s , 

they're not run out to the l a s t accounting practice figures. 

The r e n d i t i o n of the b i l l s w i l l show s l i g h t l y d i f f e r e n t . 

This i s taken from the dispatcher's o f f i c e , which Is suf

f i c i e n t l y accurate f o r a l l of these calculations. We took 

from Tex-Harvey Pembrook plant -- I mean, Texas Natural 

Pembrook plant, 18; and from the Floyd -- West Floyd, I 

believe i t ' s called -- 23; and through our M i d k i f f plant, 
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21; making a t o t a l of 83.7. On July 12th, we took from 

Tex-Harvey 20; Texas Natural Pembrook, 21; Texas Natural 

West Floyd, 21; El Paso M i d k i f f , 2h; a t o t a l of 85. 

I want to impress on the Commission very earnestly that 

when you pick out i n the f i r s t part of the month a handful 

of days, or even up to the f i r s t h alf of the month, you 

haven't got the picture, because we've been operating there 

f o r l o t s of years, and what happens i s that when you've got 

around a 21 day month, around the 22nd, 23rd, 24th, 25th, 

i t begins to f a l l o f f , and we are running a l l over the 

country to make up the d e f i c i t by the 31st day of the month. 

Those are j u s t physical facts that happen -- operating 

fa c t s . So that these figures do not represent the e f f e c t 

of the order. That's j u s t A-B-C, and I was tremendously 

relieved to hear what the General said a while ago. 

CHAIRMAN THOMPSON: I was speaking f o r the Commission. 

MR. KAYSER: Thank you. I'm very glad to hear tha t . 

Now, you asked me one other question, and that's our sched

ule. I said that we would expect to take additional gas on 

November the 1st. Before I give that schedule, l e t me t e l l 

you what the t o t a l program i s . The t o t a l program i s that 

we plan to take out by means of our own plants, 167 m i l l i o n 

feet of gas from Spraberry. That's ivhat we are b u i l d i n g , 

plants, to take raw gas from the wells. 

COMMISSIONER MURRAY: 167? 

MR. KAYSER: 1S7 m i l l i o n . That's our f i r s t program. 
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Now, we have 37 already connected and compression provided, 

which as we say, that's a l l you're interested i n . Later, 

we w i l l get i n t o the gasoline absorption plant. So that 

leaves 130 m i l l i o n to go. We expect to be able to take 

50 to 60 m i l l i o n of that 130 m i l l i o n around November the 

1st. We then expect -- 50 to 60 m i l l i o n more than the 37. 

The 37 i s already done. We expect t o take 50 to 60 m i l l i o n 

more additional the the 37 around November 1st, and then we 

expect to move up compression and pipe l i n e capacity, and 

our goal i s January 1st f o r the whole 130 m i l l i o n addition

a l to the 37 m i l l i o n . So that we are aiming at being able 

to take out 167 m i l l i o n by January 1st. 

We might miss tha t , but I don't think i t i s op t i m i s t i c 

to say -- too opti m i s t i c i n f a c t , I don't think i t ' s 

o p t i m i s t i c to say th a t , because our pipe delivery i s a l l 

r i g h t . We are, we might say, crowded with delivery of com

pressors, and i t simply takes the coordination of the com

pressors w i t h the construction of the 30 inch l i n e across 

the northern portion of New Mexico, and as you know, you 

can b u i l d i n that country i n a l l kinds of weather, a l l 

the weather that you have. 

COMMISSIONER MURRAY: What kind of weather do they have 

i n dry weather? 

MR. KAYSER: We don't anticipate being held up on any 

account. Now, i f I may be pardoned f o r j u s t saying one 

general word, I vjould appreciate the opportunity. I want 
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to say t h i s , that i t ' s not the easiest thing i n the world 

to move t h i s residue gas on out to the market. There i s 

not any appreciable amount i s going to be marketed under 

an average of a thousand miles of transportation. Nov;, 

that costs a l o t of m i l l i o n d o l l a r s to move t h i s s t u f f . 

That that we take out -- the biggest part of i t goes to 

Ca l i f o r n i a , and when you take the combination of our lines 

and the C a l i f o r n i a l i n e s , you have more than a thousand 

miles of l i n e to b u i l d i n order t o move i t . That that goes 

out the Permian goes to Northern Natural and i t goes as f a r 

as Minneapolis. That i s i n the range of a thousand miles 

i t s e l f . 

So that that i s the t o t a l problem you're looking at. I t 

i s n ' t a question of going and ge t t i n g i t and put t i n g i t i n 

a tank somewhere and ge t t i n g i t to a l o c a l market. The real 

market f o r t h i s gas ison an average of about 1000 miles 

away. That takes a l o t of planning ahead of time to move 

i t . You can't move i t on j u s t -- c a l l up and say tomorrow 

we're going to move that much gas. I t doesn't work that 

way. 

Now, I want to say j u s t one other t h i n g , that there i s 

l o t of r i s k involved i n doing t h i s . I t i s n ' t easy to f i t 

the program of supplying gas to population i n t o a l l produc

t i o n . Don't make any mistake about i t , i t ' s not easy --

i t ' s very d i f f i c u l t , and the more d i f f i c u l t i t i s made at 

t h i s end by regulation, obfiously the moB resistance there 
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is to undertaking the job. To date, we have f e l t that we 

had complete cooperation out of this Commission. I t ' s been 

a matter of pride for us to work with i t and cooperate to 

help move this stuff out, but I do want to emphasize t h i s , 

that i t i s u t t e r l y impractical to t r y to move i t on a 100$ 

conservation basis. 

I mean just that. You've got to waste some of i t . 

There is going to have to be some kind of waste - waste i n 

the sense that the physical product w i l l not reach market 

and be burned through a burner. I t just Isn't i n the cards 

to do i t , and the point I want to make further i s that both 

the El Paso Company and Northern Natural, through Permian, 

have acted to my certain knowledge just as di l i g e n t l y and 

as rapidly as they could have against a l l of the obstacles 

I wouldn't want to c a l l them obstacles -- natural d i f 

f i c u l t i e s , both regulatory and physical and financial that 

were Involved i n completing these projects. 

Nov;, one other thing. I'm on top side this time, so I'm 

speaking for myself, but I ' l l probably be on the short side 

the next time -- maybe. But I think that i n the interest 

of a policy to encourage people to come get the residue gas, 

you shouldn't pinch the fellow who has been diligent and 

who has spent his money and gone out and got the contracts. 

You should neither pinch him or the fellow who contracted 

with him, because that has a tendency to pu l l down incent

ive and you want incentive i n there. We're ahead of the 
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other fellow; a l l r i g h t , next time maybe Permian and Nor-

tern are ahead of us and we're the ones that are going to 

have to be pinched. A l l r i g h t , w e ' l l take our pinching 

when the time comes. But you cannot expect, i n the very 

nature of marketing of gas, you can't expect the two pro

grams to be absolutely dove t a i l e d i n -- they j u s t can't 

do i t . 

CHAIRMAN THOMPSON: You do approve, Mr. Kayser, do you 

not, of the saving of casinghead gas? 

MR. KAYSER: Do what• 

CHAIRMAN THOMPSON: You do approve of the policy of con

serving and not f l a r i n g i t to the a i r , do you not? 

MR. KAYSER: We advertise a l l over the United States the 

fa c t that we are doing a conservation job i n taking t h i s 

gas and putt i n g i t under the burner. 

CHAIRMAN THOMPSON: We.have so bragged on you a l l .over 

the land.. 

MR. KAYSER: Well, we appreciate i t , and we've bragged 

on you. We've heard that a l l of the places i n the United 

States where an e f f e c t i v e conservation program has been put 

in t o e f f e c t , i t ' s i n the State of Texas, and that not only 

has i t applied to o i l but i t has applied to gas. 

The only point I'm making I s that there are d i f f i c u l t i e s , 

there are things that have to be worked out that cannot be 

worked out with the s i m p l i c i t y that they are worked out 

with o i l , I t took a long time of d i f f i c u l t work on your 

part and cooperation on the part of the various o i l com-
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panies and producers and marketers to get a smooth-running 

proration of o i l . You've got the same thing here, and a l l 

I ask is that you he reasonable and lenient and I think you 

should be lenient, both toward the producer who has con

nected to us i n this instance, and towards us, and i f you 

do that, why, I think that i n the long run i t w i l l benefit 

conservation rather than to hurt i t , because the thing that 

w i l l hurt conservation more than anything else is for people 

to walk up -- I mean the people who have the capacity and 

the money and the market -- walk up to residue and say, 

"That's too hard for me to touch." 

That's i n the interest of conservation. 

CHAIRMAN THOMPSON: Any questions of Mr. Kaiser? The 

next witness? Mr. Weeks? 

MR. WEEKS: I want to request the Commission to increase 

the number of days allowable. I think the sum t o t a l of 

this testimony is that the plants are underloaded and the 

lines are underloaded, and even the compressors are under

loaded approximately 15 or 20%. My comment would be very 

br i e f . I merely i n connection xvith that request want to 

say that I appreciate as a lawyer of some experience what 

Mr. Kayser has said from a practical standpoint about con

tracts. We have a useful out l e t for our gas and we're 

sorry that everybody doesn't. We have the same thing, but 

i t works sometimes that -- as Mr. Kayser said, some are 

more fortunate than others and i t ' s not always the same 
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BEFORE ttfg 
OIL CONSSRVATXOH C3M4I38I0M 

STATE OP NEW MEXICO 
at 

Santa Fe, Haw Mexico 
December 17, 1953 

In the Matter of: } 
J 

Consideration of the allowable production ) 
of gas from nine designated pools i n Lea ) 
County f o r &he month of January, 1954. ) 

) 

••.ELVIS A. UY2 

having boon f i r s t duly sworn, t e s t i f i e d as fallows: 

By tffiL. SSAHAM: 

Ci ¥111 you state your name and p o s i t i o n , please? 

A E l v i s I l i a , engineer, O i l Conservation Commission. 

Ci For tha information ef the Commission w i l l you pleasa stat|e 

i n your own words your recommendations and suggestions as to th© 

supplementary gas allo a a t i o n recommended? 

A I w i l l give the supplemental gas nominations f o r January. 

For Blinebry Pool, the t o t a l supplementary nominations f o r the month 

of January are 9?3,425, which i s up 13$LG5 MCF. For Arrow i t i s 

135,391, ©2* up 13,942, For Amanda, the same; f o r Byers, i t i s ths 

same; f a r 'Btmmnt, supplementals ar© 3,040,251, whioh i s tip 305,685 

MCF. Fc»r Jaleo, supplemental® ar© 2,629,478 MCF, which i s up 599,^86. 

Justice, 130,100, whisk i s up 46,42? MCP. For Langmatt, t o t a l supp-

lenentals are 4,655,871, shieh are down 1,137,163 MCF. Tubbs, t o t a l 

supplemental 695f476 H6g. which is_up 89,896. This i s a t e t a l j 
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January nominations of 12,324,763, which i s an increase of 2,235,6^)2, 

which gives us a total for the six month period of 51,197,025 

nominations, 

Q For clarification, Mr. Utz, you meant when you used the words 

"the same* - -

A the same as the previous preliminary nominations, same as the 

preliminary nominations. That i s a l l I have. 

MB. GRAHAM: Do you have any further comments? 

A Mo further comments. 

MR. SPURRIER: Is there any question of the witness? I f not 

the witness may he excused. Does anyone else have anything to offer 

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

on to Case 611. 

(Witness excused) 
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Oil Conservation Commission, State of Hew Mexico, at Santa Fe, on 

December 17, 1952, i s a true and correct record of the same to the 

best of my knowledge, s k i l l and ability. 
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1953. 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 

November 19, 1953 

IN THE MATTER OF: 

The purpose of set t i n g the allowable 
production of gas from the following 
nine gas pools i n the State of New 
Mexico f o r the six-month proration per
iod commencing January 1, 19541 Eumont, 
Arrow, Blinebry, Langmat, J u s t i s , Byers-
Queen, Jalco, Tubb, and Amanda Gas Pools. 

BEFORE: 

Edwin L. Mechem, Governor 
E. S. Walker, Land Commissioner 
R. R. Spurrier, Secretary, O i l Conservation Commission 

TRANSCRIPT OF PROCEEDINGS 

j MR. SPURRIER: The meeting w i l l come to order, please. 

The next case on the docket w i l l be the consideration of the a l 

lowable from Lea County f o r the six months period beginning Jan

uary 1st, 1954" 

(Notice of publication read by Mr. Graham.) 

E L V I S A. U T Z 

| the witness, having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By MR. GRAHAM: ! 

0 W i l l you state your name and position, please? 

A Elvis A. Utz, Engineer with the O i l Conservation Commis-i 

sion. I 

0 In your capacity as engineer of the O i l Commission, are 

t 
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you generally f a m i l i a r with the studies of the Commission and 

t h e i r various hearings which resulted i n the designated c l a s s i f i 

cation of the gas pools i n Lea County? 
i 

A Generally f a m i l i a r , yes. 

; 0 Have you, in your capacity as Engineer of the Commission 

had occasion to study the probable market demand f o r gas i n the 

j pools for the ensuing six months pro r a t i o n period commencing 

January 1st, 1954? 

A I have made a hasty survey of recent production statis

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

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

| increased over the past several years and i s l i m i t e d mostly by 

; transmission f a c i l i t i e s which are fe d e r a l l y regulated. I t i s 
i ! 

I reasonable to assume that t h i s national demand would apply to 
! 

\ southeastern New Mexico. The new purchasers recently entered the 

! area and the operators have, i n a n t i c i p a t i o n of the active de-

; mand, have engaged in numerous gas or oil-gas dual completions, 

these general t i e s , coupled with preliminary nominations, i n d i -

; cate an active demand. 

| Q Have you received and compiled the preliminary nomina-

! t i o n of the gas purchasers from these respective designated gas i 

pools? 

A Yes, I have. They are as follows: Blinebry Gas pool, 

t o t a l nominations for the s i x months proration period that have 

been received, i n c i d e n t a l l y , a l l of these nominations are undoubt

edly incomplete, but t h i s is the t o t a l s received up to now, ex

cept those, of course, received i n the l a s t ten minutes. Bline- ! 

bry gas pool, V$?6,3l3 MCF; Arrow Gas pool, 6,654,392. I 
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MR. SPURRIER: MCF? 

A MCF. A l l these figures quoted w i l l be MCF. Amanda, 

139,000 MCF; Byers-Queen, 193,370 MCF; Eumont, 13,422,009, Jalco, 

| 9,360,091; Justis, 373,593; Langmat, 16,371,740; Tubbs, 2,921,615. 

| We also have the nominations f o r wells i n an unassigned area f o r 

i 

595,400--595,300, rather. This gives us a t o t a l f o r the nine 

| pools of ̂ 3,361,423, up t o the present time. 

! Q Based upon your studies, what i n your opinion would be 

I the reasonable market demand f o r dry gas produced from these des- ; 

ignated pools? Each of these designated? 
1 

A In my opinion, the reasonable market demand f o r each pool 

i would be the same as the t o t a l pool nominations j u s t read, plus 

any f u r t h e r nominations which may be received between now and 

November 24th. 

0 Have you, i n the course of your study, compiled any past 

his t o r y data i n regard to the production of gas i n these various 

; pools? W i l l you r e l a t e t h i s information? 

A I have production figures available f o r the period of 

I A p r i l 1st to October 1st. The t o t a l production from these nine 

idesignated pools i s 33,201,911 MCF. In comparing t h i s figure 

w i t h the t o t a l nominations, i t must be considered that these are 

f o r a low demand period, of the summer months which would i n d i 

cate the nominations and allowable should be considerable in exces$ 

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

at this time. \ 

Q In order to prevent waste and to protect c o r r e l a t i v e r i g h t s 

i n your opinion i s i t necessary f o r the gas pools i n Lea County t o j 
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be l i m i t e d i n t h e i r production. 

A In my opinion, and based on the facts and figures a v a i l 

able t o me, I believe that the nine designated gas pools of Lea 

County should be prorated at t h i s time i n accordance w i t h the 

Oi l Conservation Commission orders 363 and to 376 i n c l u s i v e . 

Q In your opinion i s the t o t a l producing capacity of the 

gas wells w i t h i n each pool greater than the allowable reached f o r 

such pools? 

A Based on the nominations received at t h i s time, I believe 

producing capacity i s greater. The complete answer to your quest

ion would depend on future nominations. j 

Q In your opinion, w i l l such a pool allowable a f f o r d each j 

respective owner i n the pool the opportunity t o produce his just 

and equitable share of the gas i n the pools without waste and i n 

substantial proportions t o that found recoverable? To the t o t a l 

gas recoverable i n the pool? 

A Due to the l i m i t e d time and study and experience, I be

lie v e the method outlined by orders 363A to 376A inclusive w i l l 

provide the most equitable means of prorating at t h i s time. How

ever, I believe considerable study of toher methods i s advisable 

during the course of the f i r s t s i x months proration period. j 

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

t h i s matter? j 

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

mission continue t h i s case u n t i l a l l the nominations are i n . 

MR. SPURRIER: Are there any f u r t h e r questions of the 

witness? ! 

MR. KEELY: Who made the nominations that you referred to? 
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What companies nominated, up t o date? 

A Permian Basin, Southern Union, Humble, El Paso, Gulf, 

Continential, Amerada, P h i l l i p s , Sunray, Stanolind and Skelly. 

There are some nominations i n , but I didn't have time to record 

them. I believe they were f r o m — I don't r e c a l l at t h i s time. 

MR. KELLY: Do you expect that the a d d i t i o n a l nominations 

w i l l increase these figures that you read o f f to a great extent? 

A I don't expect that they w i l l increase them too much, 

but how much I can't say. 

MR. KELLY: Do you f e e l that you have got most of the 

nominations in? 

A I believe we have, yes. 

MR. SPURRIER: Anyone else? Mr. Davis? 

MR. QUILMAN DAVIS: Quilman Davis, Southern Union Gas 

Company. The 43 m i l l i o n figure t o t a l that you read, does that 

include the 595,000 unassigned, the unassigned pool? 

A Yes, i t does. 

MR. DAVIS: That is a l l . 

MR. SPURRIER: Anyone else? Mr. C h r i s t i e . 

MR. CHRISTIE: I wasn't quite clear i f t h i s was a t o t a l 

f o r the six months or monthly average. 

A I t i s a t o t a l f o r the s i x months period, Mr. C h r i s t i e . 
I 

:-l . SPURRIER: Anyone else? I f there are no fu r t h e r | 

questions, the witness may be excused. j 

(Witness excused) j 

MR. SPURRIER: Does anyone else have a comment i n the 

case? . . . . Mr. Adair? 
MR. ADAIR: I would l i k e t o ask the El Paso representative 
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some questions about their nominations in the Jalco pool. 

MR. SPURRIER: Does El Paso submit? Please come forward. 

£. N O RMAN W O O D R U F F 

the witness, having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

! By MR. ADAIR: 

Q Your name is NDrman Woodruff and you are employed by El 

Paso Gas Company? I believe you are qualified, Mr. Woodruff, as 

an experienced witness in the Jalco pool at the last hearing, in 

Case 582, i s that correct? 

A That is correct. 

Q Mr. Woodruff, you t e s t i f i e d at your last hearing, in 

connection with the Jalco pool, that your company was connected 

to some 103 wells in that pool, is that correct? 

A I believe that figure is correct, I don't re c a l l exact

l y . I could check that figure, but I believe that you are correct. 

Q You also t e s t i f i e d that your connections to these 103 

!gas wells were by reason of gas purchase contracts that you had 
i 

recently negotiated with the owners of such wells, which provided 

for minimum takes. 

! A That i s correct. 
i 

Q What is El Paso's nomination per 160 acre units for the i 
i 
t 

f i r s t s i x months of 1954? \ 

A I haven't tha t — 
j 

Q (Interrupting) 1^ the Jalco pool? ; 

A I haven't that figure available to me here. I f the 

Commission please, I w i l l get the information, and I am sorry ! 

I that I fai l e d to bring i t with me, and later in the proceedings I 
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here would be happy to give the answer to Mr. Adair. j 
i 

MR. SPURRIER: You mean l a t e r today? 

A Yes, s i r . They are i n the hotel rather than here. 

MR. ADAIR: I f the Commission please, i t i s very impor

t a n t . Could I continue the Jalco portion of t h i s case u n t i l such 

time as Mr. Woodruff gets t h i s information? We would also l i k e 

to have Mr. Woodruff get the information as t o your takings from 

the same wells f o r the f i r s t s i x months of t h i s year. 

A I do not have that information available. 

, Q Can you get i t ? 

A I t i s available from the records of the Commission. The 

production frora each and every well i s shown. 

0 I don't mean by wells. I would l i k e to have the average 

j per u n i t . I think i t i s very important to t h i s f i r s t period of 

j gas pro r a t i o n t o compare your takes from these 103 units i n the 

Jalco pool f o r the f i r s t six months of t h i s year, with your nomina-

!tions f o r the f i r s t six months of next year. 

A I am sure that information could be determined. I might 

j state, Mr. Adair, that our demand fo r gas varies considerable 

!month by month and year by year. We have considerable increased 

demand t h i s year over l a s t year, due to additional contracts f o r 

supply that we have made with the various California companies. 

We have also got many new sources of supply since l a s t year. So 

I hardly thi n k that the information that you request would be 
1 

something that you could depend on as being co r r e l a t i v e one year j 

to the next. 

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

i s i n session at t h i s hearing? J 
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A No, I can't. 

Q Do you knoxtf whether or not your nominations f o r 1954 are 

considerably less than your takes from the same wells i n the Jalco 

gas pools f o r the f i r s t s i x months of 1953• 

i A I do not know. 

Q Do you know whether or not your nominations f o r 1954 are 

less than the minimum takes that you contracted t o take? 

A During some months I believe them t o be. 

Q To that extent then, these contracts would be impaired? 

A I don't believe t h a t they would. 

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

under the contract? 
i 

A I believe, and I could be wrong, but my opinion i s that 

i f we averaged that volume over the years time that have l i k e l y , I 

there would be no question concerning meeting minimum takes. 

MR. SETH: I f the Commission please, I would l i k e , on 

|behalf of El Paso, to object t o t h i s l i n e of questioning. This 

i s not within the scope of the hearing. The hearing i s on the 

proration of gas i n the nine f i e l d s i n Lea County. I t i s .in re

l a t i o n t o market demand. Any r e l a t i o n t o p a r t i c u l a r contract 

r i g h t s i s not relevant t o t h i s p a r t i c u l a r hearing. I f Mr. Adair 

has—desires to develop a s i t u a t i o n there that he believes i s a 

breach of contract, I believe that i s either a subject f o r the 

Courts or a subject of special hearing. I don't believe i t per-
i 

tains t o t h i s p a r t i c u l a r c a l l on the proration of gas i n the Lea 

County generally. We object to any f u r t h e r questioning. 

MR. ADAIR: I f the Commission please, i n my question I 

was t r y i n g to be guided by Rule 6, Case 532, which says, "The i 
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Commission a f t e r notice and hearing, s h a l l consider the nomina

tions of gas purchasers from the Jalco Gas Pool and other relevant 

data and sha l l f i x the allowable production of the Jalco Gas Pool, 

and s h a l l allocate production among the gas wells i n the Jalco 

Gas Pool upon a reasonable basis with due regard t o correla t i v e 

1 r i g h t s . " What I have to ask Mr. Woodruff has a d i r e c t bearing on 

| co r r e l a t i v e r i g h t s required by v i r t u e of the e x i s t i n g contracts. 

MR. SETH: I f the Court please, I don't believe correla-

t i v e r i g h t s are determined by contract r i g h t s . I believe the cor-

: r e l a t i v e r i g h t s a r e — i t i s something that tne Commission has to 

consider, but I don't believe the Commission i s required to con

sider the contract r i g h t s pertaining to the i n d i v i d u a l contracts 

and the variations i n ownership. You can't do i t i n connection 

I with o i l or you don't do i t i n connection with o i l . There i s no 

reason why the peculiar contraat conditions should have a bearing 

\ on t h i s p a r t i c u l a r subject i t s e l f . 

I MR. SPURRIER: The Commission w i l l sustain the objection, 

| Mr. Adair. 

MR. ADAIR: May I ask the Commission please, does that 

r u l i n g go to his furnishing the information that he said he would 

' f u r n i s h t o the Commission as to t h e i r nominations? 

MR. SPURRIER: I don't t h i n k so. I think we would l i k e 

to have the information. 

q W i l l you do t h a t , Mr. Woodruff? 

A Yes, s i r . 

MR. SPURRIER: I f you can. Do what you can. 

A I f the Commission please, a f t e r considering my l a s t state

ment to Mr. Adair's question, I said i t was i n my o p i n i o n — I 
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believe i t probably was concerning a legal matter and I am q u a l i - j 

f i e d only as an engineer. I would request that that portion of 

my testimony be stricken from the record. 

| MR. SPURRIER: The request i s granted. Anything further? 

[ MR. ADAIR: That i s a l l I have, Mr. Woodruff. 

MR. SPURRIER: The witness may be excused. 

(Witness excused) 

MR. SPURRIER: Does anyone else have a comment i n the 

case? Mr. Stahl. | 

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

I would l i k e to ask a question, i f I might. 

MR. SPURRIER: Of whom? 

MR. STAHL: Of the Commission. Items number seven, under; 

j the Commission's findings states that an adeouate gas w e l l t e s t -

! ing procedure s h a l l be adopted. This i s a point of information. 
[ 

Has the Commission at t h i s t i m e — a r e they prepared t o t e l l us 

when that t e s t i n g procedure w i l l be started so that we can s t a r t 

making some plans? I believe i t i s Item Number 7 i n each one of 

the findings, on page two. There i s no time stated. I was won

dering i f you a l l had determined yet some of the timing with r e 

spect to those t e s t i n g procedures. 
MR. SPURRIER: Well, the answer i s , Mr. Stahl, as soon as 

i 

possible. Anyone else? I f there i s nothing f u r t h e r i n the case, j 

we w i l l take i t under advisement and move on t o Case 602. ; 

MR. WOODRUFF: The fi g u r e requested by Mr. Adair which j 

would indicate the average per well demand expressed by El Paso on 

a per wel l basis d a i l y for the f i r s t six months over 1954 i s 531 ! 

IMCF per well per day at 15.025 pressure basis. This i s for a f u l l ; 
ADA DEARNLEY & ASSOCIATES 

C O U R T REPORTERS 

ROOM 1 0 5 - 1 0 6 , EL CORTEZ B L D G . 
P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . N E W MEXICO 
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160-acre unit. 

MR. SPURRIER: Let the record show that the case inso

far as the nominations on a monthly basis is concerned that the 

case is continued to the regular scheduled monthly hearings of 

the Commission from December through May of 1954• 

j jc s l l i jv 3 ( i 5jC 5^ 5tv sjv ijc 5[c ?JC 

C E R T I F I C A T E 

I , ADA DEARNLEY, Court Reporter, do hereby c e r t i f y that 

the foregoing transcript of proceedings was taken by me on Thurs

day, November 19, 1953; that the same is a true and correct record 

to the best of my knowledge, s k i l l , and a b i l i t y . 

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

ember, 1953 * 

/s/ Ada Dearnley 
COURT REPORTER 

A D A D E A R N L E Y 8c A S S O C I A T E S 
C O U R T R E P O R T E R S 

ROOM I O S - 1 0 6 , E L C O R T E Z B L D G . 
P H O N E S 7 - 9 6 4 5 AND 5 - 9 5 4 6 
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- REGISTER -

NEW MEXICO OIL CONSERVATION COMMISSION January 21, 1954 

NAME REPRESENTING LOCATION 

K. E. Massey Ci t i e s Service O i l Hobbs, New Mexico 

E. H. Foster P h i l l i p s "66" Amarillo, Texas 

H. T. White P h i l l i p s "66" B a r t l e s v i l l e , Oklahoi 

R. D. Grimm P h i l l i p s "66" B a r t l e s v i l l e , Oklahor. 

Jack M. Campbell Atwood, Malone & 
Campbell 

Roswell, New Mexico 

W. D. Girand, Jr. Me-Tex Supply Hobbs, New Mexico 

C. M. Bumpass Gulf O i l Corp. Hobbs, New Mexico 

L e A « Hanson 0. C. C. Artesia, New Mexico 

E. W. Nestor Shell O i l Company Hobbs, New Mexico 

B. w. Heins Shell O i l Company Hobbs, New Mexico 

R • L o 

L. W. 

Hansen 

Folmar 

Stanolind O i l & Gas 
Company 
The Texas Company 

Fort Worth, Texas 

Fort Worth, Texas 

Homer Dailey Continental O i l Fort Worth, Texas 

Jason Kellahin Continental O i l Santa Fe, New Mexico 

A. R. Ballou Sun O i l Company Dallas, Texas 

L. R * Barineau Sun O i l Company Dallas, Texas 

E. M. Knight Stanolind Roswell, New Mexico 

W. G. Abbott Amerada Monument, New Mexico 

C A . : Hull Shell Midland, Texas 

Ray E . S e i f e r t Amerada Midland, Texas 
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V i c t o r T. Lyon 

H. W. Swaim 

Jack B. Collins 

A. L. H i l l 

F. N. Woodruff 

R. T. Wright 

M. E. Curry 

H. H. Vickery 

John A. Woodward 

J. W. Recter 

W. H. Everett 

G. E. Stahl 

J. W. Baulch, Jr. 

W. E. Ainsworth 

J. J. Abendschan 

Aaron Cummings 

Warren W. Mankin 

Coe S. M i l l s 

J. D. Anderson 

Louis H. Shearer 

D. H. Spellman, Jr. 

J. K. Smith 

Ross L. Malcom, Jr. 

Foster Morrell 

Continental O i l 
Company 

Fort Worth, Texas 

Continental O i l Co. Midland, Texas 

Continental O i l Co. Midland, Texas 

El Paso Natural Gas Houston, Texas 
Company 

E.P.N.G. Company 

E.P.N.G. Company 

Skelly O i l Company 

At l a n t i c Ref»g Co. 

Amerada Pet. Corp. 

The Ohio O i l Co. 

The Ohio O i l Co. 

Houston, Texas 

Ja l , New Mexico 

Hobbs, New Mexico 

Midland, Texas 

Tulsa, Oklahoma 

Houston, Texas 

Houston, Texas 

Permian Basin PI. Co. Omaha, Nebraska 

E.P.N.G. Company J a l , New Mexico 

Omaha, Nebraska 

Aztec, New Mexico 

Jal, New Mexico 

Fort Worth, Texas 

Permian Basin P. L 

0. C. C. 

R. Olsen O i l 

The Texas Company 

The Ohio O i l Company Midland, Texas 

The Ohio O i l Company Houston, Texas 

The Ohio O i l Company Houston, Texas 

The Ohio O i l Company Midland, Texas 

Stanolind O i l & Gas Fort Worth, Texas 
Company 

Akwood, Malcom-
Campbell 

Independent 

Roswell, New Mexico 

Roswell, New Mexico 
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Clarence Hinkle Humble Oil & Rfg. 
Company 

S. J. Stanley 0. C. C. 

J. L. Paiter, S. 0. C. C. 

Merle B. Rogers E.P.N.G. Company 

Roswell, New Mexico 

Hobbs, New Mexico 

Hobbs, New Mexico 

Jal, New Mexico 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 

January 21, 1954 

IN THE MATTER OF: 

Notice i s hereby given by the State of New 
Mexico, through i t s O i l Conservation Com
mission, that Texas Pacific Coal & O i l Com
pany, upon proper p e t i t i o n , has requested 
a rehearing i n Case 582 ( r e l a t i n g t o rules 
and regulations f o r the Jalco Gas Pool, Lea 
County, New Mexico)% that i n said p e t i t i o n , 
p e t i t i o n e r asks recision of Orders R-368 and 
R-368-A entered i n Case 582 under dates of 
September 28, 1953, and November 10, 1953, 
respectively; that the Commission, by i t s 
Order No. R-368-B, has granted said rehear
ing and set i t f o r 9 a.m. on January 21, 
1954, at Mabry H a l l , State Capitol, Santa 
Fe, New Mexico, at which time p e t i t i o n e r 
and other interested parties w i l l be heard. 

BEFORE* 

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

TRANSCRIPT OF PROCEEDINGS 

MR. SPURRIER: Let the record show that we have met here 

at nine o'clock but we are recessed u n t i l one o'clock, that i s one 

o'clock sharp. 

(Whereupon, the hearing was adjourned u n t i l 1 p.m.) 

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

MR. SPURRIER: The meeting w i l l come to order. The f i r s t 

case on the docket t h i s afternoon i s Rehearing i n Case 582. 

(Mr. Graham reads the notice of publication i n the Re

hearing Case 582.) 

Case No. 
582 
Rehearing 
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MR. ADAIR: My name i s Eugene Adair, representing the 

Texas Pacific Coal and Oil Company. My associate counsel i n th i s 

case i s Mr. John Russell of Roswell, New Mexico. At the request 

of the Texas Pacific Coal and Oil Company the Commission issued 

a subpoena to Mr. A. L. H i l l of El Paso Natural Gas Company re

questing him to have available to the Commission and to the appli

cant i n th i s motion for rehearing certain testimony with respect 

to El Paso's takes of natural gas i n southeastern Lea County. 

Practically the identical information was put on yesterday by Mr. 

Stanley of the Commission's s t a f f . Therefore, so far as Texas 

Pacific Coal and Oil Company i s concerned, we have no further use 

for Mr. H i l l ' s testimony and i f i t i s a l l right with the Commissio 

I request that he be released. He would l i k e to get back to El 

Paso i f possible. 

MR. SPURRIER: Is there objections? 

MR. ADAIR: In th i s connection, I think the record shoulc 

show that Mr. H i l l has appeared i n response to the Commission's 

order and has such information as was requested. 

MR. GRAHAM: Wouldn't that information be of value to 

the Commission? 

MR. ADAIR: Well, I think the identical information was 

put on by Mr. Stanley yesterday and we are going to request the 

Commission to make Mr. Stanley's testimony and Exhibits yesterday 

a part of this record. I think Mr. Stanley covered the subject 

yesterday very thoroughly and in a competent manner. 

MR. SMITH: I t occurs to me, since our position i s more 
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or less n e u t r a l , not knowing the tendency or the trend the t e s t i 

mony should take, the inquiry should be made i f Mr. Stanley would 

be available f o r cross examination during the course of t h i s hear

ing? 

MR. GRAHAM: Do you f e e l that he answered a l l the questio 

MR. ADAIR: I am not sure that he answered a l l of them. 

I don't know that we would have presented a l l that information i n 

any respect. Certainly, that information whether i t would be 

relevant to t h i s matter would depend upon what the answers t o the 

f i r s t questions were. 

MR. GRAHAM: Mr. H i l l i s here prepared t o answer them 

A, B, C, and D. 

MR. ADAIR: I am not t r y i n g t o exclude him from t e s t i f y i n 

i n t h i s hearing at a l l . At his insistence, I am t r y i n g to release 

him, i f the Commission i s so disposed to do so. 

MR. HILL: Mr. Adair, I appreciate your thoughts i n the 

matter and I did have i n mind t r y i n g to get out on t h i s early 

afternoon plane. I think i t i s probably better that I forget that 

and I w i l l remain here through the afternoon, so that i f you want 

to proceed with the case and perhaps would want me to appear a 

l i t t l e l a t e r t h i s afternoon why I am w i l l i n g t o submit to i t . 

MR. ADAIR: I n that case, we w i l l reserve the r i g h t t o 

c a l l on Mr. H i l l i n connection with the o r i g i n a l subpoena. 

MR. ADAIR: I f the Commission please, i n a case of t h i s 

kind without knowing what the res u l t s of our hearing are going t o 

be we would l i k e to make a very f u l l and complete record. Another 
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reason we would l i k e to make a f u l l and complete record i s that 

certain members of the Commission have not been privileged to 

s i t in on a l l of the hearings which have led up to the order which 

is under attack here. We hope that the Commission w i l l bear with 

us i n a rather f u l l presentation here. I f at times, i t seems we 

are repetitious or redundant, we just want to be sure that we make 

i t a f u l l and complete record. I would l i k e to c a l l at th i s time, 

Mr. John Yuronka to the witness stand. Before beginning with Mr. 

Yuronka's testimony, i t may be well to stipulate with the Commissi 

and for the record that we have requested heretofore the Coramissic 

to make available to us at th i s hearing certain documentary evi

dence. There were some 31 plus items that we requested. The 

Commission's staff and Miss Nancy Royal i n particular has preparec 

that in numerical order i n excellent form. I f i t i s a l l right wit 

the Commission we would l i k e to adopt the numbering for our Exhib: 

that are on the Commission's f i l e . We w i l l i n some cases use 

some subject number to f i l l i n chronologically as necessary but 

we w i l l adopt the Commission's number on those particular exhibit. 1 

Is that satisfactory with the Commission? 

MR. SPURRIERS Very well. 

J O H N Y U R O N K A 

having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By: MR. ADAIR: 

Q W i l l you state and spell your name for the reporter, 

please? 

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

Q Where do you l i v e , Mr. Yuronka? A Hobbs, New Mexico. 



Q By whom are you employed? 

A Texas Pacific Coal and O i l Company. 

Q I n what capacity? A Engineer. 

Q Petroleum engineer? A Yes, s i r . 

Q Are you educated as a petroleum engineer? 

A Yes, s i r . 

Q What degrees do you hold? 

A Bachelor of Science i n Petroleum Engineering. 

Q From what school? 

A New Mexico School of Mines. 

Q How long have you been employed by Texas Pacific Coal 

and O i l Company? 

A Three and a h a l f years. 

Q Have you worked out of the Hobbs o f f i c e during that peric 

A Yes, I have. 

Q Are you f a m i l i a r w i t h the area that l i e s w i t h i n the area! 

extent of the Jalco and Langmat Gas pools as delineated by the 

Commission? A Yes, I am. 

Q Have you supervised the d r i l l i n g of wells w i t h i n that 

area? A Yes. 

Q Have you made an intensive study i n preparation f o r t h i s 

hearing of that area and p a r t i c u l a r l y of the immediate area of the 

Texas Pacific Coal and O i l Company leases? 

A Yes, I have. 

Q Are Mr. Yuronka's q u a l i f i c a t i o n s acceptable to the Com

mission? 
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MR. SPURRIER: They are. 

MR. ADAIR: We would l i k e to o f f e r at t h i s time as our 

Exhibit Number 32 a map of the southwestern Lea County showing the 

o i l pool designations. W i l l you put that on the board, please? 

Q Mr. Yuronka, w i l l you b r i e f l y explain to the Commission 

what that map shows? 

A The green area at the top i s the Eunice Monument o i l pool 

producing from the Seven Rivers, Grayburg and San Andres. The 

orange i s the South Eunice Pool producing from the Seven Rivers. 

The blue i s the Cooper Jal Pool producing from the Yates and Seven 

Rivers. That purple deal or whatever you care to c a l l i t , i t i s 

the Langlie-Mattix O i l Pool producing from the Yates, Seven Rivers 

and Queens. This i s the Falby-Yates pool producing from the Yates 

and t h i s lavender i 3 the Eaves Pool producing from the Yates and 

Seven Rivers. This gray i s the Rhodes Pool producing from the 

Yates and Seven Rivers. 

Q Those producing i n t e r v a l s are the producing i n t e r v a l s 

denominated by the Commission— 

A (I n t e r r u p t i n g ) Yes, they are. 

MR. ADAIR: We w i l l o f f e r next i n evidence our Exhibit 

Number 33• 

Q Exhibit 33 i s i d e n t i c a l w i t h Exhibit 32, i s i t not, Mr. 

Yuronka, with the exception that the leases owned by Texas Pacific 

Coal and O i l Company are shown i n red or pink? 

A Yes, s i r . 

Q I n c i d e n t a l l y , are those State of New Mexico leases i n eac} 

instance? 
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A Yes. 

MR. ADAIR: We next o f f e r i n Evidence, Exhibit Number 34. 

Q W i l l you explain to the Commission what that Exhibit r e 

presents? 

A The red portion i s the Jalco Gas Pool and the yellow 

portion i s the Langmat Gas Pool. 

Q The d i v i d i n g l i n e between these two pools bisects each 

of the o i l pools shown on Exhibit 33, does i t not? 

A Yes, s i r . 

MR. ADAIR: We next o f f e r i n evidence Exhibit 35. 

Q I w i l l ask you Mr. Yuronka i f the Exhibit 35 i s not a 

section or cross section of a t y p i c a l o i l w e l l located i n the 

Eunice Monument Pool which i s the green pool at the top of the 

map, i s that not correct? A Yes, s i r . 

Q The producing formations i n the Eunice Monument Pool are 

the Seven Rivers, Queens, Grayburg and San Andres, I believe you 

t e s t i f i e d , i s that correct? A Yes, s i r . 

MR. ADAIR: We o f f e r Exhibit 36 which i s a simila r cross 

section from a t y p i c a l o i l w e l l located i n the South Eunice O i l 

F i e l d . 

Q I w i l l ask you, Mr. Yuronka, i f that Exhibit does not 

also s h o w — f i r s t what i s the producing formations i n the South 

Eunice Pool according to the nomenclature of the Commission? 

A The Seven Rivers. 

Q What i s the producing fromation i n the South Eunice, as 

f a r as the Jalco and Langmat Pools are concerned? 
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A The designated gas i n t e r v a l i s the Yates and portions of 

Seven Rivers w i t h i n a hundred feet of the base. 

Q The o i l pool i s the Seven Rivers and the gas pool i s the 

Yates and Seven Rivers down to a hundred feet from the base? 

A Yes, s i r . 

Q Does not that e x h i b i t also show the contracts of Texas 

Pacific Coal and O i l Company wi t h respect t o those formations? 

A Yes, they do. 

Q W i l l you explain to the Commission what those contracts 

are? 

A El Paso, we have a contract with E l Paso to s e l l the gas 

from the Yates. The Seven Rivers gas i s sold to United Carbon. 

MR. ADAIR: We next o f f e r i n evidence Exhibit 37 which 

i s a similar cross section of a t y p i c a l w e l l i n Cooper Jal O i l 

Pool, i s that correct? A Yes, s i r . 

Q What, again, i s the producing formation i n the Cooper 

Jal Pool? 

A Yates and Seven Rivers. 

Q So f a r as the Cooper-Jal Pool i s concerned where i t i s 

bisected and overlaid with the Langmat and Jalco Gas Pools, the 

formations are i d e n t i c a l except f o r the bottom one hundred feet 

of the Seven Rivers formations? A Yes, s i r , they are. 

Q Do you know whether or not the o i l wells and the gas 

wells heretofore d r i l l e d i n the Cooper Jal Pool insofar as Texas 

Pacific leases are concerned have been d r i l l e d i n accordance w i t h 

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

MR. ADAIR: We next offer as Exhibit 38 a typical cross 

section of the wells d r i l l e d i n the Rhodes Oil Pool. 

Q The nomenclature on that o i l pool i s Yates and Seven 

Rivers, i s i t not? A Yes. 

MR. ADAIR: We next offer Exhibit 39, cross section of a 

typical well i n the Eaves Oil Pool. 

Q There, again, the producing interval i s Yates and Seven 

Rivers, i s i t not? A Yes, s i r . 

MR. ADAIR: Exhibit 40 which we offer i n evidence i s a 

cross section of the Falby-Yates Oil Pool. 

Q There the Yates i s the producing formation under the 

nomenclature, i s that correct? A Yes, s i r . 

MR. ADAIR: Exhibit 41 i s a cross section of the typical 

well i n the Langlie-Mattix Oil Pool. 

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

A As designated by the Commission, the o i l producing zones 

are Yates, Seven Rivers and Queens. 

Q Many of the wells d r i l l e d i n that area have been d r i l l e d , 

completed, and cased with respect to those formations, i s that 

correct? A Yes, s i r . 

Q The operator had the choice of setting pipe at the top 

of the Yates or anywhere he wanted to down through the Yates, 

through the Seven Rivers and included into the Queens, i s that 

correct? A Yes, s i r . 

Q And so far as you know most of the wells d r i l l e d i n that 
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pool have been so completed and cased, i s th a t so? 

A Yes, s i r . 

Q Would you encounter any d i f f i c u l t i e s i n reworking any of 

those wells now to make them conform t o the producing i n t e r v a l s 

designated f o r the Jalco or the Langmat Gas Pool? 

A Yes, you would. There would be a p o s s i b i l i t y , i f you had 

an o i l w e l l , of squeezing o f f your o i l pay to get your gas, vice 

versa. 

Q I n either case, do you f e e l that you might leave eit h e r 

o i l or gas behind that might not be otherwise recovered? 

A Yes, s i r . 

Q Has Texas Pacific Coal and O i l Company had any p a r t i c u l a r 

luck i n t r y i n g to rework or complete any of these wells? 

A The luck hasn't been too good. 

Q Have we l o s t some wells? A No, we haven't. 

Q Have we had some very expensive workovers? 

A We c e r t a i n l y have. 

Q For example? 

A One w e l l i n the South Eunice Pool, we have t r i e d the 

Seven Rivers. I t f a i l e d and was plugged back to the Yates. We 

have perforated i t four times, we have acidized and hydro-sized 

and we s t i l l haven't gotten anything out of i t . 

Q Have you spent, sometimes, as much as $35,000.00 on a 

w e l l t r y i n g to work i t over? 

A Yes, s i r , I believe we have. 

MR. ADAIR: I f the Commission please, at t h i s time, I 
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would l i k e to offer i n evidence, our Exhibit Number 42, which i s 

Order Number 633 i n Case Number 70, dated January 15, 1946, which 

defines o i l and gas pools i n Chavez, Eddy and Lea Counties i n New 

Mexico. To properly understand the subject matter of th i s hearing, 

the Commission should go back to the time that the f i r s t well was 

d r i l l e d i n the Langmat and Jalco Gas Pool area, because that well, 

i f i t i s s t i l l producing i s affected by the orders entered i n the 

Jalco and Langmat cases. The Commission has h i s t o r i c a l l y recognize 

the production of o i l and gas from the pools described on our f i r s t 

two exhibits 32 and 33, i n accordance with the formations therein 

described. 

This order number 633 sets f o r t h what those formations 

are and also sets f o r t h the manner i n which the wells d r i l l e d 

therein have beeni d r i l l e d and completed. Section one of the order 

designates each of the pools shown on the' map with the exception 

of the Falby-Yates which i s a recent designation and classifys 

them a s — " o i l and gas pools." Section 6 of the order provides as 

follows that "each pool shall be produced as a single common re

servoir and the wells shall be completed, cased, maintained and 

operated to that end." Since I am so far away from the reporter, 

would i t be a l l right for me to stack these up over here. This 

i s Texas Pacific^. Exhibit 42. 

MR. GRAHAM: We are driving at the i n v a l i d i t y of the 

order issued i n Case 582. That i s the subject matter of the hear

ing. 

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

MR. ADAIR: I o f f e r i t i n evidence now, as Exhibit 42. 

MR. MASSEY: I want to object t o the introduction of the 

Exhibit since the order i s no longer i n e f f e c t . I t was done away 

with by Order Number 850. 

MR. ADAIR: I t h i n k , of course, t h a t i s what I am t r y i n g 

t o show Mr. Massey, that h i s t o r i c a l l y these pools have been de

veloped and operated and were carried forward i n the present rules. 

I am t r y i n g t o get to t h a t . I am t r y i n g t o give the h i s t o r y of 

the e n t i r e d r i l l i n g program. I thin k i t i s pertinent and material 

to t h i s hearing i n that the orders issued i n Jalco and Langmat 

af f e c t each one of these w e l l s . I think the Commission's records, 

Mr. Massey, w i l l show that such wells have been d r i l l e d , completed } 

operated and the production therefrom contracted with respect t o 

t h i s order and to your order that you referred t o , your rules i n 

1950 when they were adopted. 

MR. SPURRIER: Objection overruled. 

Q Mr. Yuronka, i s i t not a f a c t , that w i t h i n the areal 

extent of the Jalco and Langmat Gas Pools that gas wells have been 

completed and are producing now from the i n t e r v a l below the gas 

pool designations, i s that correct? 

A To my knowledge, they are. 

Q And o i l wells have been completed and are producing above 

the i n t e r v a l and above the i n t e r v a l of the gas pools designations? 

A Yes, s i r . 

Q I n f a c t that i s what the Commission found i n the Falby-
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Yates, they found o i l up the formation? 

A Yes. 

MR. ADAIRj In order at t h i s time to l e t the Commission 

appreciate some of the complications and problems which they are 

going to encounter and' probably have encountered to some extent, 

I w i l l ask Mr. Stahl i f he w i l l place the overlay which i s our 

Texas Pacific Exhibit Number 34 over Exhibit Number 33? 

MR. STAHL: I would l i k e to have the record show that 

t h i s i s Mr. Frank Stahl, since there are two of us. 

MR. KELLAHIN: Jason Kellahin representing Samedan Oil 

Corporation. There has been frequent reference to the Order enter 

ed i n the Langmat Pool. We want to state our objections to any

thing in the way of a collateral attack being made on the proratio: 

order which has been entered i n the Langmat Pool. I t was not 

advertised as a part of thi s hearing and i t goes beyond the scope 

of the hearing. We are without notice that such an attack i s to 

be made. We are not prepared at thi s time to answer i t . 

MR. ADAIR: I think to a certain extent, Mr. Kellahin*s 

objection i s well taken but the purpose for mentioning the Langmat 

Pool i s that f or some 35 or 36 miles i t has a common border with 

the Jalco Pool which i s the order under attack. We do not request 

as a result of t h i s rehearing that the Langmat Order be overthrown 

We merely are going to attack that line though between Langmat 

and Jalco and for that reason we do refer to our neighbor gas pool 

MR. KELLAHIN: I f the Commission please, i n the l i g h t of 

counsel's statement, we further object to any attack upon the orde 
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defining or delineating the pools, that having not been advertised 

or no notice given that the question would be raised i n t h i s hear

ing. The Commission has a valid and subsisting order defining the 

gas pools which has been entered for some time and the time f o r 

appeal from which has long since elapsed. We object to any attack 

upon the pool boundaries i n connection with t h i s hearing. 

MR. ADAIR: I f the Commission please, that objection re

minds me of one that was made yesterday when Continental, I believt 

was trying to put on some testimony i n connection with a request 

for an unorthodox unit and they were met with a legal objection 

that i t constituted a collateral attack upon the order. 

I f the Commission w i l l l e t us go forward and put i n our 

evidence here, we w i l l show that the f i r s t time a formal order was 

entered, we asked for a rehearing. The f i n a l order was entered. 

We asked for a rehearing. This i s a direct attack upon 245 which 

i n turn was combined with 521, which was brought forward and com

bined with 5̂ 2 i n which the order was issued and i n which we here 

have asked and were granted a rehearing. I think we w i l l show tha 

as we go along. We can't show i t a l l at once. We ask the Com

mission to bear with us i n that connection? 

MR. GRAHAM: Are you objecting to every part of this 

order or specific objections? 

MR. KELLAHIN: I would l i k e to point out the Order 245 to 

which counsel refers was entered and signed on the 17th day of 

February, 1953. There i s no mention made of that order i n con

nection with the petition f o r rehearing i n th i s case. 
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MR. ADAIR: I think we can point i t up as we go along. 

I f his objection i s sustained, we want to make the record as a 

tender of proof i n any event. 

MR. SPURRIER: The objection i s overruled. 

MR. KELLAHIN: Note an exception, please. 

MR. ADAIR: I f the Commission please, the situation as 

reflected on the maps up there, i s what the Commission i s faced 

with i n t h i s gas proration matter. Any time that you draw a 36 

mile line bisecting some 6 or 7 o i l pools and attempt to include 

therein the same producing formations as i n the o i l pools many 

equities are going to be disturbed as reflected by the many reques 

for exceptions on the Commission's docket. 

Prior to the 1949 Act under which the Commission i s now 

operating from a historical-standpoint, I am giving t h i s informati 

for the record, the Statutes of the State of New Mexico present 

few provisions with respect to gas, either dry gas or casing head 

gas. The Commission's authority to regulate the productions of 

gas must be found, i f at a l l , i n the 1949 Act and the Commission'5 

Rules and Regulations adopted pursuant thereto. Our New Mexico 

company counsel w i l l argue these Statutes at the conclusion of the 

hearing and present i n de t a i l our contentions i n respect thereto. 

However, at thi s point i n the hearing, I think i t well for us to 

advise the Commission what our concept of these Statutes are. 

F i r s t , we fee l that the Commission has no authority what

soever to prorate gas produced from an o i l well. I t has no author 

ty to prorate casing head gas. Under i t s rules, gas cap gas i s 
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casinghead gas. While the Commission, to prevent physical waste, 

can indire c t l y regulate the production of casinghead gas by means 

of gas-oil r a t i o limitations, f l a r e gaa orders and the l i k e , i t hat 

no authority to prorate casinghead gas based upon market demand. 

Second, under the Statutes as we conceive them there are 

only two methods by which the Commission may direct l y regulate 

the production of gas produced from a gas pool. While the Com

mission to prevent physical waste can indire c t l y regulate the pro

duction of gas well gas by means of f l a r e gas orders, anti-venting 

orders, beneficial use orders such as Rule 404, but i t may direct] 

regulate gas well gas only under one or the other of two provisioi 

of the 1949 Act. 

F i r s t , i t may regulate gas well gas production under the 

provisions of Section 12 (c) which provides for gas proration 

under certain conditions. The f i r s t of these conditions i s that 

the Commission must designate a gas pool which shall be a common 

source of supply, or a separate reservoir containing gas onl y — 

not o i l , not o i l and gas, not casinghead gas, not gas-cap-gas but 

just dry gas. 

The second of these conditions being that i t i s necessar 

for the Commission to find after notice and hearing after receivi. 

evidence that such proration i s necessary to prevent waste. Ar, 

far as market demand i s concerned, i t i s our contention that war:t* 

i s limited to production i n excess of marked demand, not capacity 

to produce i n excess of market demand. 

The second method by which the Commission might directly 
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regulate the production of gas well gas i s for the Commission to 

order ratable take under common purchaser provision of the Statute 

Sections 14 (d) and (a). Here again, the Commission as a conditio 

precendent must properly define a gas pool as a separate reservoir 

of gas. 

In addition, of course, the Commission must receive 

evidence and determine t hat some common purchaser i s not taking 

ratably. I f both of the methods are followed, that i s proration 

and ratable take, then a l l three of these prerequisites must be 

shown, the single source of supply, waste, and non-ratable take. 

Insofar as this case i s concerned, i t i s our contention that none 

of these prerequisites have been established. 

The 1949 Act was brought forward and many of these pro

visions are i n the 1950 Rules, that i s the rules that were adoptee 

January 1, 1950. At this time we would lik e to offer as Exhibit 

1, the Rules adopted by the Commission on January 1, 1950. As 

pointed out by Mr. Massey, Rule 5 of those rules brought forward 

o i l pool definitions theretofore existing. The rules followed 

the Statutes i n setting f o r t h the three conditions precendent to 

the gas proration order of ratable take of gas. I t i s interestin, 

to note that the original Rule 104 adopted January 1, 1950, provi* 

that gas units should consist of 160 acres substantially i n tbc. 

form of a square but they could cross section lines. I t i s aloe 

interesting to note that t h i s was not changed u n t i l — a n d i n that 

connection I would l i k e to offer i n evidence the original Rule 10/ 

I t i s also interesting to note that the present requirement i n our 
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rules that gas units consist of governmental quarter sections, was 

not adopted u n t i l December 29, 1952 i n Case 226, Order No. R-238. 

We offer i n evidence as our Exhibit 1-A that order. 

The order on i t s face was based upon evidence received 

approximately two and a half years prior thereto. No one at the 

time, I am sure, recognized the significance of t h i s Order because 

the original rules as well as the rules as amended by the Order 

provided that this gas well unit of a governmental quarter section 

would operate prospectively only and the rules contained a speci

f i c provision, "Under Rule 104 nothing contained herein shall 

effect i n any manner any well completed prior to the effective 

date of th i s rule and no adjustments shall be made i n the allowab] 

production for any such wells by reason of these rules." 

MR. GRAHAM: I t relates to o i l or gas? 

MR. ADAIR: I t relates to o i l wells and gas wells. How

ever, i t i s interesting to note that t h i s was f i r s t of two orders 

entered i n connection with t h i s gas proration matter that was 

based upon evidence received some two years before. The Commissic 

after having adopted the rules pursuant to Rule 601, undertook to 

define gas pools some twelve months after the adoption of the 

Rules. I t put on the docket on i t ' s own motion, Case Number 245-

This appeared on the docket of the Commission for the f i r s t time 

on the December 22, 1950 hearing. We offer at th i s time, as ou:-:-

Exhibit Number 2-A the transcript of that hearing, insofar as i t 

pertains to Case 245. 

The Commission was assisted i n i t s work of trv-
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lineate gas pools by the four operators who comprised the Lea 

County Federal Unit. That i s the Continental O i l , the Stanolind 

O i l , the Atlantic Refining Company and the Standard O i l Company 

of Texas. The Commission's records w i l l show that they had been 

working for sometime trying to devise some reasonable basis for 

trying to delineate gas pools. 

Q I w i l l ask you, Mr. Yuronka, i f you know, what the recorc 

of our company reflect with respect to whether or not our company 

offered to participate i n that study? 

A Our company records show that we offered to assist i n t h i 

program and we were refused. 

MR. ADAIR: In any event as a result of the December hear 

ing, the case was continued at the request of Continental O i l 

Company to the March 1951 hearing. 

We offer i n evidence as Exhibit 2-B the docket of the 

hearing insofar as Case 245 was concerned. 

We offer as Exhibit 2-C, the transcript of the hearing 

insofar as Case 245 i s concerned. No evidence was received at 

that hearing and the case was continued to the Apri l hearing at 

the request of Continental. 

Now, we come to the second case, where the Commission 

entered an order concerning or affecting gas proration based upon 

evidence received some two years earlier. That i s the hearing :".n 

Case 245 of Ap r i l 24, 1951. We offer as Exhibit 2-D, the docket 

of the hearing and we offer as Exhibit 2-E, the transcript of that 

hearing. The evidence i s i n the record but i f I may I should l i k e 
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to comment here upon what evidence was not introduced at that hear

ing. The testimony presented generally the recommendations of 

the Federal Unit Study. The testimony i s probably more important 

for what i t did not contain that for what i t did contain. The 

testimony in chief with respect to the four gas pools consisted 

of nine double-spaced pages and three Exhibits. 

There was not presented any testimony whatsoever concern

ing core data, bottom hole pressure, shut-in pressure, gas analysi 

specific well logs, specific cross sections, other relevant engi

neering and geological data which you would expect to be normally 

produced at such a hearing. 

The witness, the engineering witness who t e s t i f i e d t e s t i 

f i e d that the entire area was overlaid by the Yates formation and 

by the Seven Rivers formations. That v e r t i c a l l y he thought those 

formations were separate reservoirs—that i s originally he thought 

t h a t — y e t in both the Jalco and Langmat areas, he proposed that 

the Yates and Seven Rivers formations be combined as a common re

servoir. 

He t e s t i f i e d that a l l of the Jalco gas was gas-cap-gas, 

that i s casinghead gas. In some places that the Langmat gas was 

gas-cap-gas. Yet, he proposed that such areas be reclassified as 

dry gas pools, although such areas had h i s t o r i c a l l y been classi

fied by the Commission as o i l and gas pools. They had been d r i l . l t 

and developed as such. He did not t e s t i f y as to any actual reser

voir separation between the Langmat and Jalco Pool. The only dry 

hole that he pointed to was i n another area. In fact, the only 
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geologist who t e s t i f i e d at the hearing, whose testimony i s shown 

on page 35 and i t stands uncontraverted, t e s t i f i e d that no distinct 

separation existed between the Jalco and the Langmat area. They 

were essentially i n a common reservoir throughout the area. 

Yet,based upon th i s contradictory and meager evidence, th 

Commission was requested to draw a line some 36 miles long exten

ding through 6 Townships bisecting 6 or 7 o i l pools, and say that 

on one side of the line we had a separate gas pool from that on 

the other side of the l i n e . 

I t i s a small wonder that at the close of his direct 

examination the Continental attorney made thi s statement: "We 

certainly are not i n the position of saying that anybody should 

be bound by the results of our study." Yet, the results of that 

study was the only evidence that the Commission has ever received 

with respect to the proper delineation of the Jalco and Langmat 

Pool. The Commission staff was quick to appreciate the dangers 

and d i f f i c u l t i e s that would be encountered i f such a program were 

f ollowed. 

A substantial part of the hearing was devoted to cross 

examination by the Commission's attorney concerning the disturbanr 

of equities and the vested rights. He drew from one of the Conti

nental representatives an admission that so far as the Jalco are? 

was concerned that the o i l wells and the gas wells would be pro

ducing from essentially a common reservoir. Many of his questions 

could not be answered satisfactorly, at least, to the Commission's 

staff and in that connection I w i l l request Mr. Russell to read 
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from pages 18 and 19 to show exactly what the Commission attorney 

had i n mind. 

MR. RUSSELL: These are questions interposed by Mr. 

McCormick to Mr. Forbes and his answers thereto. "Mr. McCormick: 

In No. 1 (Jalco) what i s the o i l producing parts? Mr. Forbes: 

From the Yates and Seven Rivers, principally the Seven Rivers 

formation. Mr. McCormick: What are the gas producing horizons 

in No. 1? Mr. Forbes: The same formations. I n other words i n 

Area 1 i t i s probably gas cap gas, the majority of i t . The upper 

two zones, as we classify the Yates, has a lower sulphur content 

and i t has s t r i c t l y free gas, we believe. However, l i k e I descril 

before that the formations have been connected by well bores so 

long that i t i s d i f f i c u l t to - Mr. McCormick: How would you suggc 

the Commission could determine the difference between a gas well 

and o i l well for classification purposes and proration purposes 

in No. 1, the Jalco? MR. FORBES: Well, inasmuch as there i s no 

lim i t a t i o n r a t i o on that pool at the present time, I don't think wf 

are too bothered about that situation. MR. McCORMICK: Well, woul-

you prorate a l l the wells there as gas wells and l e t them produce 

as much o i l as would come up with that quantity of gas? MR. FORBI 

Inasmuch as we have considered t h i s as a gas pool, gas reservoir, 

they w i l l have to be prorated under some allocation formulas later 

MR. McCORMICK: I know this i s outside the scope of your original 

examination but for the benefit of the Commission I think we woulc 

l i k e your views on i t . Say that there i s one well that i s produci 

a large quantity of o i l and then i n the adjoining section a well 



i s producing dry gas from the same horizon or same formation, woulc 

both those wells be classified as gas wells? MR. FORBES: No, I 

don't believe so. MR. McCORMICK: Well, how - MR. FORBES: I 

understand your problem. I prefer to defer the answer on that." 

MR. ADAIR: At the conclusion of t h i s hearing Case 245, 

was continued u n t i l the next hearing May 22, 1951. In that con

nection we offer as our Exhibit 2-F, the docket of that hearing. 

We also offer as our Exhibit 2-G, the transcript of that hearing. 

No evidence was received i n connection and Mr. Spurrier made this 

statement, "Let the record show, no one appeared to t e s t i f y . The 

Commission has written testimony of the pools not taken up at the 

f i r s t hearing on Apri l 24th." 

The next hearing i n which Case 245 was considered was the 

hearing on July 24, 1951. We offer as our Exhibit 2-H, the docket 

of that hearing, as well as Exhibit 2-1, the transcript of that 

hearing. That hearing did not pertain to either Jalco or Langmat 

but only to the Byers Gas Pool. 

Some year and a half or two years lat e r , the Commission 

hased upon this evidence that i t had received primarily at the 

Apr i l 24th, 1951 hearing entered Order Number R-264 i n Case 245. 

We offer in evidence that Order as our Exhibit Number 2-J. I 

might comment here that the Commission referred in i t s Order to 

these hearings on December 22, 1950 at which no evidence was re

ceived, the hearing of March 20, 1951, at which no evidence was 

received, the hearing of Apri l 24, 1951, which I have summarised 

the evidence, the hearing of May 23, 1951 at which hearing Mr. 
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Spurrier stated no one appeared to t e s t i f y , and the hearing of 

July 24, 1951, which related only to the Byers Gas Pool. 

Yet, the Commission i n i t s findings finds that, "the 

Commission did cause exhaustive studies to be made"..."and at the 

several hearings i n t h i s case took voluminous testimony." Order 

R-264 i s the order delineating the gas pool. However, and th i s 

i s i n connection with Mr. Kellahin's objections, the case was not 

closed, the f i n a l paragraph of the order says, "The Commission 

orders that further testimony i n the matter be received at the 

regular monthly hearing of the Commission on Ap r i l 16, 1953." Th 

Order i s dated February 17, 1953. 

At the hearing of the following month on March 17, 1953, 

the Commission put on the docket Case 521 for the f i r s t time and 

we offered as our Exhibit 3, the docket of that hearing. We also 

offer as our Exhibit Number 4, the transcript of that hearing. B 

that connection, I w i l l ask Mr. Russell to read the statement of 

the secretary of the Commission at that hearing. There was no 

evidence received. 

MR. RUSSELL: Starting on page 1, "Mr. Spurrier: On t h i 

case the Commission believes that i t recognizes the need for pro

ration and ratable take of gas i n Lea County and for that matter 

in the State of New Mexico. However, this particular case applie 

only to Eddy, Lea, Chaves and Roosevelt County. We anticipate a 

l o t of hard work and l o t of d i f f i c u l t y i n getting t h i s set up 

properly. We want to be f a i r to every one and as I have said be

fore we intend to referee t h i s thing. We do not have a l l the 
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personnel we need to go into the matter completely and set i t up. 

We would l i k e to point an advisory committee to report to us on 

how thi s might be set up. We want that Committee to report at the 

next hearing which w i l l be A p r i l 16. Before I leave that part of 

i t , I might say that we t r i e d to put companies who have considerab 

production or have a special interest or the purchasing companies 

of natural gas, perhaps we had better make notes on t h i s . I w i l l 

confirm this with a l e t t e r but we head the l i s t with El Paso Natur 

Gas. I think, however, the member who might be designated from 

that company, might be the Chairman. However that i s something 

for the Committee to determine. The second company i s Southern 

Union, the t h i r d i s Continental Oil Company, the fourth i s Gulf, 

fifth,Humble, sixth, Shell; seventh i s Texas Pacific and eighth 

i s Phillips Petroleum Company, nine i s Samedan, I think that i f 

Mr. Staley, Staley*s office can and w i l l , we would l i k e you to 

serve as the secretary, Mr. Staley?" 

MR. SPURRIER: Mr. Adair, can you break there, please. 

We w i l l take a short recess. 

(RECESS) 

MR. SPURRIER: The meeting w i l l come to order. Mr. Russe 

was Mr. Russell about to read? 

MR. ADAIR: No, I think I was s t i l l on the stand. 

MR. SPURRIER: Excuse me. 

MR. ADAIR: The Commission w i l l r e c all that i n i t s order 

which i t had issued i n Case 245, i n February, that i t had provided 

that additional testimony would be received at the Apr i l 16th hear-
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ing i n case 245. We offer at t h i s time as our Exhibit 5, the 

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

No evidence was received but the Commission at that hearing con

solidated the two cases 245 and 521 and continued the matter to 

the May hearing pending reports from the advisory committee which 

had been appointed by the Commission. 

At the May hearing, May 19, 1953, the consolidated Case 

245 and 521 was continued to the June hearing and we offer as our 

Exhibit 6, the docket of the hearing i n 245 and 521 of the hearinf 

of May 19, 1953. At the June hearing, the case was again continue 

to the July hearing. That i s the consolidated case 521 and 245 am 

we offer as our Exhibit 7, the docket of the hearing. 

In the meantime the Commission had received or that i s 

after the June hearing and prior to the July 16th hearing the 

Commission had received the report of the advisory committee. We 

offer i n evidence as our Exhibit 9, the copy of the l e t t e r of 

transmittal from Mr. A. L. H i l l , Chairman of the Advisory Committf 

and i n that connection, we w i l l request Mr. Russell to read a 

paragraph from that l e t t e r into the record. 

MR. RUSSELL: I am reading, quoting the t h i r d paragraph 

of the l e t t e r , dated July 14, 1953. "The Committee was not unani

mous on many points and no member of the Committee was precluded 

from submitting i t s own ideas or suggestions to the Commission. 

The Committee did not reach an agreement as to when and how those 

proposed rules should be made applicable to designated gas pools 

in the four county area." 
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MR. ADAIR: Attached to this l e t t e r of transmittal, was 

the Committee's report which we offered i n evidence as Exhibit 

9-A. Appended to t h i s report was a note put on by the Advisory 

Committee, I w i l l ask Mr. Russell to read that note into the re

cord. 

MR. RUSSELL: The note appears on the end of the report. 

"In reviewing designated gas pools, the sub-committee recognized 

the fact that within the area of designated gas pools and adjaceni 

areas, there are a number of gas wells which are producing from 

the gas caps of o i l reservoirs and subject to the o i l proration 

rules pertaining thereto; and, therefore, that these wells w i l l 

not be subject to the rules pertaining to gas pools." 

MR. ADAIR: As Exhibit 8, we offer i n evidence a docket 

of the hearing of July 16, 1953 i n consolidated Case 521 and 245. 

As our Exhibit 10, we offer the transcript of that con

solidated hearing. I might herein remark that no evidence was 

received at that hearing i n connection with the Jalco, Langmat 

matter and the case was continued to the hearing of August 20, 

1953. 

We offer as our Exhibit 11, the docket of that hearing 

insofar as the consolidated Case 521 i s concerned. As Exhibit 

12, we offer i n evidence transcript of the hearing i n consolidate!. 

Case 521 and 245. At that hearing Texas Pacific Coal and O i l 

Company made the following statement. I w i l l request Mr. Russell 

to read that into the record at page 34. 

MR. RUSSELL: Statement of Mr. Campbell starting on page-. 
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34 of the transcript. "MR. CAMPBELL: I f the Commission please, 

I'm Jack M. Campbell, Roswell, New Mexico and I'd l i k e to make a 

statement, i n behalf of the Texas-Pacific Coal & Oil Comapny. I t 

appears to Texas-Pacific Coal & Oil Company that there i s some 

difference of opinion as to the effect of the proposed general 

rules should the Commission see f i t to put them into effect. 

The rules do not seem to us to be clear inasmuch as they 

seem on the surface to contemplate pool hearings i n a l l cases, 

which we believe i s the proper method to i n i t i a t e gas proration 

and i f they mean any more than that - i f they do mean an attempt 

to proration i n a four county area - or any area larger than a 

common source of supply, we have serious doubts as to their 

l e g a l i t y under New Mexico Statute. 

We have no objection to gas proration provided i t i s 

needed and provided i t i s done i n compliance with the Statutes. 

In fact, the Statutes require that the Commission make a deter

mination i f gas proration i s needed and these proposed rules l i k e 

wise contain such a provision. 

Furthermore, the Statutes require that the Commission 

in designating a gas pool l i m i t the pool both horizontally and 

ve r t i c a l l y as a separate or common source of supply. As we under 

stand i t , t h i s hearing involves both Cases 245 and the Case i n 

volving the proposed gas proration i n a four-county area. We 

feel that the determination and definition of the gas pools being 

the very predicate upon which gas proration, i f i t i s i n i t i a t e d , 

must be based i s extremely important, i n setting up any gas pro

ration system. 
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For example, i t i s our understanding that i n Case 245 the 

Commission has already or by the proposed changes which have 

recently been offered i n connection with t h i s proposal by the 

Committee, has combined the Yates formation, which both h i s t o r i 

cally and geologically have been accepted as a separate source 

of supply i n the Permian Basin from the Seven Rivers formation 

and i n some cases, has combined i t with a portion of the Queen, 

and combined a l l of these into one common source of gas supply. 

To do so, we f e e l ignores the method and manner i n which 

hundreds of wells have been d r i l l e d i n those areas and results i n 

considerable complications both by way of proper and legal orders 

of the Commission and protection of contractual rights of people 

in those areas, who have d r i l l e d o i l wells and who have been pro

ducing them as o i l wells under the Commission*s approval for some 

period of time. 

Furthermore, many gas sales contracts have been entered into 

i n these areas with the Commission's knowledge which l i m i t the 

subject matter of the contract of gas produced from the Yates 

formation as sweet gas on one hand, and sour gas on the Seven 

Rivers formation on the other hand. 

We feel that the l e g a l i t y of the designation of gas pools 

i n t h i s manner i s a very serious question for the Commission and 

in establishing gas proration i f i t i s determined to be necessary. 

We would l i k e to request the Commission, and I believe these pro— 

posed rules contemplated, i f they do not spell i t out clearly, tha 

there shall be a separate pool hearing i n each and every case. 
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And that i n those pool hearings, Case 245 might be l e f t open for 

the purpose of determining i n each pool from proper geological 

testimony by interested parties whether a gas pool designated both 

horizontally and vertically i s actually a single source of supply 

or whether i n fact there are several sources of supply involved. 

Second, that the hearing determine separate sources of supply 

which should be designated as gas pools. Third, whether gas pro

ration i s needed i n each of these separate sources of supply and 

fourth, i f they are needed,what special f i e l d rules should be 

adopted to protect the wells already completed and to protect 

contractual rights which have been acquired on the basis of de

signation of pools i n another manner i n the absence of gas pro

ration. 

I f these proposed general rules contemplate that they shall 

simply be stand-by rules and that there shall be no gas proration 

i n any pool i n New Mexico i n the absence of a pool hearing, we 

have no particular objection to them. On the other hand, i f , as 

some people seem to f e e l , they contemplate gas proration on a foui 

county basis without a determination i n each common source of 

supply before any gas proration i s put into effect, we have serio' 

doubts as to their wisdom or l e g a l i t y . 

We want to particularly request that Case 245 be retained 

open in any event for modification i n the event there i s a pool 

hearing and i t s determination i s contrary to the existing desig

nation of gas pools as made by the Commission at that time." 

MR. ADAIR: On August 28, 1953, the Commission entered 
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Order Number R-356 i n t h i s consolidated Case 521. We offer a copy 

of that Order i n evidence as our Exhibit Number 13. 

This Order adopted standby rules to be in effect subject 

to the following section of the Order Section B—" that the 

following rules shall apply to defined gas pools i n Eddy, Lea, 

Chaves, and Roosevelt Counties only after hearings are held and 

an order issued on each individual pool. These rules shall be 

considered as "standby rules" and shall be used as a guide i n es

tablishing pool rules." Rule Three of the "standby rules" contem

plate that the Commission shall determine f i r s t that i t i s necesss 

to prevent waste before commencing gas proration i n that i t pro

vided as follows: "At such time as the Commission determines that 

allocation of gas production from gas wells producing from any 

pool i n this four-county area i s necessary to prevent waste and 

so f o r t h . " 

Under the terms of the order i t , of course, could apply 

prospectively only, i t could not effect wells already d r i l l e d . A"i 

this point i f the Commission please, up to and including t h i s 

point of our chronological review, the Commission had indicated 

at each hearing where the matter was considered and in each order-

that i t had issued that further evidence would be received and 

another hearing held. Order Number R-356 in Case 521 clearly 

contemplated a f u l l and complete hearing i n each pool before pro

ration was ins t i t u t e d . 

The Commission at this time, up to and including t h i s 

time, had received no evidence upon which i t could properly and 
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f i n a l l y designate gas pools. That matter had been l e f t open in 

Case Number 245. The Commission had absolutely no evidence that 

gas proration was necessary or that waste was occurring. The 

only evidence at a l l with respect to the rules i f , indeed i t was 

evidence, was a report of the Industry Committee which was not a 

unanimous report. In short at thi s time, there had been no f i n a l 

order entered and nothing on which a dissatisfied operator could 

base a motion for rehearing. 

At the following hearing, following the adoption of t h i s 

Order R-356 at the hearing of September 17, 1953, and in that 

connection we offer in evidence as Exhibit 14, the docket of the 

hearing and as Exhibit 15, the transcript of the hearing, Texas 

Pacific Coal & Oil Company made the following statement on page 

7, which Mr. Russell w i l l read. 

MR. RUSSELL: Starting with page 6, quoting Mr. Campbell. 

MR. CAMPBELL: Jack M. Campbell, Roswell, New Mexico. I would 

l i k e to make a statement i n behalf of Texas Pacific Coal & Oil 

Company. I t i s our feeling that the Commission, i n adopting the 

rules which they adopted i n a standby capacity, acted properly 

and that the orderly way to proceed i s to hold pool hearings to 

determine whether proration i s required i n each gas pool. I t may 

be that the Statute i s wrong i n that regard but we f e e l that that 

i s what the Statute requires the Commission to do. We feel that 

there has not been ample time with regard to particular f i e l d s 

and that the Commission must know that we cannot possibly put 

f i e l d rules i n effect i n nine (9) gas pools i n New Mexico upon a 
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hearing lasting a few minutes. We feel that i n the interest of 

orderly procedure however, the Commission should and may have i n 

mind some method of procedure by which the pools can be brought 

up for hearing at an early date in order that the necessary evi

dence can be obtained and offered by the interested parties. 

We s t i l l maintain that gas proration can be put into effect 

in New Mexico only by pool and that the Commission must find that 

there i s a gas pool and properly define i t . They must find that 

proration i s necessary in that gas pool and they then must adopt 

rules, either the standby rules that they have i n effect now, or 

special rules for that pool. We join i n thei motion for continuanc 

of these cases with the idea i n mind that there w i l l be individua." 

gas pool hearings to establish proration where i t i s considered 

by the Commission necessary. 

MR. ADAIR: Although no evidence was received at thi s 

September 17th hearing with respect to particular pools the Com

mission on September 28, 1953, issued i t s Order Number R-368 i n 

Case 582. We offer in evidence as our Exhibit Number 16 Order 

Number R-368. This order ordered "That the rules and regulations 

relating to gas-well spacing, gas proration and gas allocation, 

as set f o r t h i n Order Number R-356, be, and the same hereby are mi 

the special rules and regulations of the Jalco Pool pending furth< 

order of the Commission after notice and hearing." I t further 

ordered the-parties to appear on October 26, 1953, to show cause 

why the rules and regulations referred to should not be put into 

effect as of November 1, 1953. 
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Since the Jalco Gas Pool as delineated by the Commission 

has a common boundary with the Langmat Gas Pool, we offer i n evi

dence as Texas Pacific Exhibit Number 26, Order Number R-369 i n 

Case 583, and c a l l attention to the Commission that t h i s Order i n 

the Jalco case that i s i n Case 582 ignored sections B of the for

mer Order R-356 which provided that the rules should not be put 

into effect u n t i l after individual pool hearings. 

At the show cause hearing on October 26, 1953, and i n 

that connection we offer the docket of the hearing as our Exhibit 

17, as well as the transcript of the hearing as our Exhibit 18. 

The entire Commission was not present. Most of the testimony re

ceived at that hearing dealt with a type of allocation formula to 

be adopted. No evidence was received pertaining to the proper 

delineation of the Jalco Gas Pool. I , would l i k e to introduce 

especially and read into the record Texas Pacific's statement on 

Page 9 of the transcript of that hearing. 

MR. RUSSELL: I am going to start at Page 9. "MR. CAMPBE. 

At previous hearings of the Commission, we have indicated that we 

are not completely satisfied with the def i n i t i o n of gas pool i n 

some instances. The gas pools which have been designated by the 

Commission i n some instances overlap areas that have heretofore 

and are s t i l l classified as o i l pools; the result i s that there a. 

a large number of wells in some of these large gas areas which 

are producing o i l wells, and on the o i l allowable schedule for 

many years. I t i s possible that the Commission w i l l , as time 

goes by, re-define the definition of large gas pools. In the 
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meantime, our feeling i s before, by Commission order, they are 

automatically included, which t h i s can be construed as doing, 

that protection should be given i n the interim period to anyone, 

under a Commission order, producing these wells as o i l wells. I t 

appears to us possibly that by defining a gas well as any well 

within a gas pool, and then defining the gas pools as covering 

o i l areas, they may have automatically re-classified o i l wells. 

We want a hearing before any o i l wells are changed to gas wells 

by the Commission." 

MR. ADAIR: We would l i k e to read into the record at this 

time the cross examination of the El Paso Natural Gas Company 

witness, Mr. Norman Woodruff which appears on Pages 49 to 56 of 

the transcript. 

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

Woodruff: 

"Q Mr. Woodruff, you t e s t i f i e d there were 121 gas wells i n 

the Jalco f i e l d , of which 18 were operated, or at least the gas 

from 18 wells was used by people other than the El Paso, i s that 

correct? A That i s correct. 

Q So far as you know, the uses to which that gas i s put 

are lawful and beneficial, i s that correct? 

A I assume that to be correct. 

Q So far as the 103 wells to which you are connected, w i l l 

you t e l l the Commission whether or not—unless you own the wells 

yourself—whether or not you are connected under a gas purchase 

contract? A We are. 
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Q Is that contract substantially the same for a l l 103 wells 

A I believe i t to be. 

Q Was i t not only recently re-negotiated within the past 

two years? 

A I believe that i t was. 

Q That contract and the statute under which you operate 

requires El Paso to take gas ratably, does i t not? 

A I t does. 

Q Have you been taking gas ratably? 

A To the best of our a b i l i t y . 

Q S t i l l here, you propose to take, under a different method 

now. 

A Yes, somewhat different. As I previously stated, we too) 

gas in accordance with the provisions of our contract. Those 

things have not been changed, even though the contract was ne

gotiated recently. I believe that to have been caused by a price 

change i n gas paid and gas produced. 

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

A Yes, I do. 

Q Do you have a copy that you would permit to be made a pai 

of the record i n th i s case? A Yes, I do. 

MR. SPURRIER: We w i l l take a short recess. 

(Recess) 

MR. ADAIR: May we proceed, Mr. Chairman? 

MR. SPURRIER: Certainly. 

Q (By Mr. Adair) Did you find a copy of the contract? 
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A Yes, I have. We wish to submit th i s contract as El Paso 

Natural Gas Company's Exhibit Number One. 

MR. SPURRIER; Without objection i t w i l l be received. 

MR. HOWELL: Mr. Chairman, I would l i k e to qualify that 

to t h i s extent, i t i s possible there might be other contracts not 

in this particular form, this i s a typical contract, l e t us say. 

MR. ADAIR: That i s understood. 

Q Mr. Woodruff, under that contract, El Paso has been pur

chasing gas i n the Jalco field? A That i s r i g h t . 

Q Or a similar type contract. You haven't been taking any 

more gas than you have needed? A No, s i r . 

Q To that extent you are not taking gas i n excess of the 

market demand? A No, s i r . 

Q Do you think the rates to which you have been taking gas 

has caused any underground waste? A No. 

Q You are not f l a r i n g or wasting gas under ground? 

A No, s i r . 

Q To that extent, there i s no waste taking place as a re

sult of your taking gas under th i s contract? 

A No, s i r . 

Q We are talking about the Jalco pool now. 

A That i s r i g h t . 

Q Under this contract, Mr. Woodruff, you are required to 

take low pressure gas at the same extent you are required to take 

high pressure gas? 

A Referring to gas well gas? 
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Q Yes. 

A That i s correct. A qualification that there are certain 

stipulations i n our contract which when the producing a b i l i t y of 

the well reaches a certain volume, the r e s t r i c t i o n upon El Paso, 

or the requirement on El Paso to take gas i s decreased. 

Q But you have found i t possible to l i v e under that type of 

arrangement and take the gas that was tendered to you, the El 

Paso has, has i t not? 

A Me have operated to the best of our a b i l i t y . 

Q The contract also contains a stipulation to the effect 

that El Paso shall not be required to take more than 25 percent 

of the potential of each well? 

A I believe that to be the case. I am not completely 

familiar with the contract, I am generally familiar with i t . Ther 

might be some application you could mention that I might not give 

an exact answer to, I am certain. I can investigate the contract-

Q (Interrupting) The contract i s i n evidence and w i l l speak 

for i t s e l f . I t i s my understanding i t contains such provisions. 

I t also contains a minimum take provision? 

A Yes, s i r . 

Q Requiring El Paso to either take or pay for the minimum 

amount of gas averaged out over a certain period of time for each 

well? A That i s correct. 

Q I t also contains provision requiring you to take ratably 

on an acreage basis, does i t not? A I t does. 

Q With a 160 acre t r a c t , the governmental quarter section 
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being the standard unit under the order and provision that up to 

640 contiguous acres may be assigned to a well and the take from 

that well may be assigned accordingly. 

A That i s r i g h t . 

Q We mentioned the contract contained provisions requiring 

you to take low pressure gas as well as high pressure gas. 

A That i s correct. 

Q Now, each of these provisions that I have mentioned would 

be abrogated and superseded in some instances at least, by the 

proration formula which you advocate here. 

A That i s correct. 

Q So, the proration formula, which you advocate here, woulc 

abrogate, impair and supersede these four or f i v e provisions of 

the contract I have mentioned? 

A I t would tend to do so, not completely, I would say, but 

again I would say that i s a matter for legal interpretation as to 

where the contract ends and gas proration by the State starts. 

Q Have you calculated how much less low pressure El Paso 

would take from the Jalco pool, under your proposed allocation 

formula, as compared with your takes under your contract? 

A I have not. 

Q You do know, though, that i t results i n the transfer of 

takes from low pressure to higher pressure wells? 

A That i s not necessarily correct. Because, i f you have a 

low pressure well, i t very likely i s unable to produce the ratablt 

takes from that field, and as a result must be restricted and the 
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additional allowable or demand must be distributed among other 

wells so the t o t a l demand from the pipeline company could be 

satisfied. 

Q You are talking about the ratable take under the new, or 

proposed formula, not under the old? 

A I am referring to the contract provisions of ratable take 

Q You already t e s t i f i e d , have you not, that you have been 

able to take low pressure gas in Jalco under your contract up to 

date, have you not? 

A We have been able to take, hut not in a l l instances r a t — 

ably, because there are provisions of our contract which permit 

a well to be restricted when i t s producing a b i l i t y , when i t cannot 

produce the ratable take. 

Q You have been taking ratably under your contract pro

visions, have you not? 

A Yes. I might qualify that, to the best of our a b i l i t y . 

Q You have not, then, calculated the s h i f t i n takes from 

low pressure wells to high pressure wells, there weuld be a ten

dency for there to be a s h i f t from low pressure wells to high 

pressure wells under the proposed allocation formula? 

A Not a pronounced allocation s h i f t . With a low pressure 

well goes lower d e l i v e r a b i l i t i e s , and the fact the de l i v e r a b i l i t y 

included i n the formula, i t more nearly puts the allowable where 

i t can be produced, and add the well's low de l i v e r a b i l i t y at the 

present, and i n the provisions of our contract, i t may be that 

i t was unable to produce the ratable take, and rather was re s t r i c -
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ted on i t s d e l i v e r a b i l i t y even as we now regulate. 

Q But under your contract as i t i s now drawn, this low 

pressure gas we are talking about, above 100 pounds, the figure 

in the contract, you either have to take i t or pay for i t , i s 

that correct? A That i s correct. 

Q Have you calculated the leases between the equation, the 

shifts w i l l be made in takes under your formula? 

A Would you repeat that? 

Q Do you have a l i s t , or do you know the individual leases 

which w i l l gain as a result, that i s gain production wise as a 

result of the adoption of your proposed allocation formula? 

A I do not. 

Q Then, you do not^know whether there would be a s h i f t a-

way from state leases to private or federal? 

A I do not. 

Q A l l you know i s that such a s h i f t would take place? 

A As I said, I am not sure a s h i f t would always take place. 

Q And to the extent such a s h i f t did take place, i t would 

abrogate and impair the provisions of the contract we have enterei 

into, i s that correct? 

A I believe that to be correct. 

MR. ADAIR; That i s a l l . " 

MR. ADAIR: At t h i s point we would l i k e to offer into 

evidence the contract between Texas Pacific and El Paso Natural 

Gas Company. 

Q Mr. Yuronka, do you have a copy of that contract with 

-44-



you? A Yes, s i r . 

MR. ADAIR: We offer that i n evidence as Texas Pacific's 

Exhibit 18 and request permission of the Commission to substitute 

for the original a photostatic copy, i s that granted? 

MR. SPURRIER: I t i s . 

Q Mr. Yuronka, without reading from the contract, can you 

t e l l us whether or not i t permits the units to be long 160 acres, 

that i s 4- 40's i n a row, for example? 

A Yes, s i r , they do. 

Q Do they permit such units to cross section lines? 

A Yes, s i r . 

Q Do you know whether or not Texas Pacific Coal and Oil 

Company has two such units now connected to El Paso? 

A Yes, s i r , we do. 

Q That i s two long 160 acre units which cross section lines 

A Yes, s i r . 

Q Also, does the contract permit up to 640 acres to be 

assigned to an individual well? A Yes, s i r . 

Q Do we have any instances i n which more than 160 acres i s 

assigned to a well under the contract? 

A Yes, s i r , we do. 

Q How many acres do we have assigned, 480? 

A What i s the well number, State "A", Account 2, Well 

Number 41. 

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

long units and that 480 acre un i t , that i s we had that situation 
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up to January 1, 1954 before the effective date of the Order i n 

Case 582, i s that correct? A Yes. 

MR. ADAIR: We also offer i n evidence limited to the 

extent that the Langmat Pool has a common boundary with the Jalco 

Pool, the transcript of the proceedings i n Case 5#3, on October 

27, 1953. This particular transcript has to do with the Langmat 

Pool. 

Now, i f the Commission please, the hearings on the Jalco 

Pool were held October 26, 1953 and the hearings continued through 

October 28, I believe on the other nine gas pools. Two days later 

Mr. Macey, the Chief Engineer for the Commission addressed a me

morandum to the Commission dated October 30, 1953, and we offer 

i n evidence as Texas Pacific's Exhibit Number 20, a copy of that 

memorandum. 

On the same date October 30, 1953, even though transcript 

admittedly had not been received and the hearings on the nine poo] 

had been completed only two days earlier, the Commission issued 

a directive to the operators i n the Jalco and the other eight 

pools and we offer i n evidence as our Exhibit 19 a copy of that 

directive. As I pointed out the gas pool hearings had been com

pleted only two days earlier but i n that directive, the Commissioi 

directed the purchasers of gas to f i l e nominations on forms a l 

ready available at the Hobbs office of the Commission. At th i s 

point,at least, i t looked as i f the Commission had instituted gas 

proration without reading the transcript i n the particular hear

ings. 
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We next offer i n evidence as our Exhibit 21, Order R-368 

A, i n Case 582 dated November 10, 1953, pertaining to the Jalco 

Pool, This i s one of the orders that i s under attack i n t h i s 

motion for rehearing. The order on i t s face recognizes that the 

Commission has received insufficient evidence upon which to base 

i t s pool designations. In that finding, number f^ve i n the order, 

i t sets f o r t h the need for additional geological and reservoir 

data and orders the operators to furnish a l l available such data. 

To the extent that the Langmat Pool borders the Jalco 

Pool, we offer i n evidence as our Exhibit 26-A, Order Number 

R-369-A i n Case 583, dated November 10, 1953, pertaining to the 

Langmat Pool. 

MR. KELLAHIN: I don't l i k e to interrupt but I would 

l i k e the record to show that we have a running objection to any

thing pertaining to the delineation of the Langmat Pool. I don't 

want to state that every time i t i s brought up, but I would l i k e 

a running objection to that. 

MR. SPURRIER: Yes, s i r . 

MR. ADAIR: We offer i n evidence i n order to make the 

record complete as our Exhibit Number 24, Order Number R-264-A 

in the consolidated Cases 245 and 521, which adds some 6,000 plus 

acres to the Jalco Gas Pool. I think most of t h i s acreage added 

is located down near the Texas l i n e . 

We offer in evidence as Exhibit 27 the docket of the 

hearing on November 19, 1953, where gas nominations were received 

for the f i r s t time. We offer as Exhibit 28, the transcript of 
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such hearing. 

In order to complete our record here, we offer a copy 

of our application for rehearing i n Case 582, as Exhibit 22. As 

Exhibit 23, we offer Order Number R-368-B in Case 582 which gran

ted t h i s rehearing. As Exhibit 23-A, we offer i n evidence our 

motion to ammend a typographical error i n our motion for rehear

ing and at thi s time we request the Commission to grant us author, 

ty to so amend. May i t be considered so amended? We referred to 

a wrong paragraph, i t was a typographical error. 

MR. SPURRIER: You can. 

MR. ADAIR: That was Exhibit 23-A. Exhibit 23-B, we 

offer our motion excepting to that provision or that portion of 

Order Number R-368-B which provided that the Jalco Gas rules wouL 

"remain i n f u l l force and effect" pending the rehearing. 

As Exhibit 29, we offer i n evidence the docket of the 

December 17, 1953, hearing, insofar as the gas nominations are 

concerned and as Exhibit 30, we offer the transcript of that 

hearing insofar as the gas nominations are concerned. 

As Exhibit Number 31, we offer Orders Number AG-1 and 

AG-1A being the allowable order and gas proration schedule inso

far as such orders and proration schedule pertains to the Jalco 

and Langmat Pools. I t should be noticed that although we fe e l 

that no proper line has been drawn throughout t h i s 36 mile area 

that would j u s t i f y calling the area two gas pools or 20 gas pools 

that already i n the January allowable, the allowable i n the Jalco 

Pool i s some 600,000 cubic feet per month higher than i n the Lang-
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mat Pool. 

At this time, i f the Commission please, I have no fu r 

ther questions of Mr. Yuronka. Is there any cross examination? 

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

MR. KELLAHIN: I have no questions of the witness but I 

would l i k e to renew my objections to the testimony insofar as i t 

pertains to the delineation of the Langmat Pool and move that a l l 

testimony and exhibits and statements of counsel pertaining there

to be stricken from the record. 

MR. SPURRIER: Objection overruled. 

MR. FOSTER: I would l i k e to ask the witness a question 

or two. 

MR. SPURRIER: Judge Foster. 

CROSS EXAMINATION 

By: MR. FOSTER: 

Q You t e s t i f i e d here regarding casinghead gas and dry gas. 

For this record, w i l l you define casinghead gas for me? 

MR. ADAIR: I think casinghead gas i s defined i n the 

Commission's rules under the definitions and I don't think any

thing t h i s witness could t e s t i f y to, would either add to or de

tract from that. 

MR. FOSTER: I think i t might be helpful to .know what 

his idea of casinghead gas i s regardless of how i t may be defined 

by someone else. 

MR. SPURRIER: Answer the question. 

A Casinghead gas i s gas produced from the combination of 
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gas and o i l . 

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

A Dry gas would be— 

MR. STAHL: (Interrupting) Would the witness speak up a 

l i t t l e bit? I t i s hard to hear. 

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

Q Now, would dry gas or casinghead gas as you understand 

those terms also include the term, natural gas? 

A Do you mind repeating that question, please? 

Q Let me put i t th i s way. As you understand the term, 

casinghead gas and dry gas, i s casinghead gas and dry gas, natural 

gas? 

MR. ADAIR: I f the Commission please, I re-urge an ob

jection to the question i n that Casinghead gas i s defined i n the 

Commission's Rules and to attempt to put any meaning other than 

the Commission's Rules. I would l i k e f o r the purpose of the ob

jection to read i t . Page one of the Rules, Definition Number 10: 

"Casinghead gas shall mean any gas or vapor or both gas and vapor 

indigenous to and produced from a pool classified as an o i l pool 

by the Commission. This also includes gas cap gas produced from 

such an o i l pool." Also from the Commission's Rules, Rule Number 

35—"Natural gas or gas shall mean any combustible vapor produced, 

and occurring naturally in a pool classified by the Commission 

as a gas pool." I f the Commission please, I see no useful purpose 

to be served by continuing t h i s line of testimony. The de f i n i t i o r 

of casinghead gas, natural gas or gas i s defined by the Commissior 
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Rules and u n t i l such times as those rules are changed, no other 

meaning can be ascribed to those terms by the Commission. I would 

l i k e to urge that objection. 

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

ceed. 

A Well, I am afraid i t i s somewhat beyond the scope of my 

study. 

MR. ADAIR: I f the Commission please, i t i s a legal ques

t i o n . I t i s a question of definition under the Commission's Rules 

This witness, he has qualified as an engineer, i f Judge Foster 

wants to change the definitions, I suggest he come before the 

Commission after proper notice and hearing and request the change. 

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

I am just trying to find out what he knows. 

MR. ADAIR: He said he hadn't studied law, Judge. I t i s 

beyond the scope of his study. 

MR. FOSTER: Are you t e l l i n g me that you don't know the 

difference between the term, casinghead gas and dry gas and natu

r a l gas? 

A I believe I have defined casinghead gas and dry gas. 

Q Now, you are saying that you don't know whether the 

casinghead gas and dry gas i s natural gas or not? 

MR. ADAIR: Do you mean natural gas as defined by the 

Commission's Rules or natural gas as that term might be accepted 

by the Industry. I think you ought to be f a i r with the witness 

that way. Tell him what— 

ti 
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MR. FOSTER: (Interrupting) I just want to know whether 

or not he considers casinghead gas or dry gas as he understands 

i t to be natural gas? 

A Well, in my opinion, natural gas would be dry gas. 

Q Sir? 

A In my opinion, natural gas would be dry gas. 

Q In your opinion, would casinghead gas be natural gas? 

A I am afraid that i s beyond the scope of my study. I am 

not a reservoir engineer. 

MR. SPURRIERS Sir? 

A I am not a reservoir engineer. 

Q Well, whether you are or not, do you regard casinghead 

gas to be natural gas? 

MR. ADAIR: No useful purpose can be served in continuing 

this line of testimony. I would like to urge the Commission to 

sustain the objection. The witness has testified that he i s not 

qualified to answer in any other way than that defined in the 

Commission's Rule which of course, the Commission has to operate 

under anyway. 

MR. SPURRIER: I f the witness can answer the question, 

let's proceed. I f he cannot, say so. 

A No, I don't believe I can. 

MR. SPURRIER: Very well, Mr. Foster. 

MR. FOSTER: All right. 

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

the Commission, there are wells that produce o i l and wells that 
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produce gas. Isn't that true? A Yes, s i r . 

Q Now, the o i l wells also produce gas, don't they? 

A Yes, s i r . 

Q The Commission has imposed a gas-oil rat i o on the o i l 

wells, have they not? 

A No, I wouldn't say that. In the South Eunice Pool i n 

the Cooper Jal Pool, there i s an unlimited gas o i l r a t i o . 

Q There i s no gas-oil ratio? A No, s i r . 

Q In any part of the pool or i s there any gas-oil ratio? 

A To my knowledge, the only portion that would have any, 

would be the portions of the Jalco that i s i n the Eumont Pool 

under Eunice Monument. 

Q They have imposed gas-oil ratios on the o i l wells i n 

some portions of the Jalco Pool, have they not? 

A Well, I believe i n the Eunice Monument Pool, there i s a 

limited gas-oil r a t i o . 

Q You believe there i s not? A There i s . 

Q There is? A l l r i g h t . What i s the purpose of a l i m i t a 

t i o n being placed upon the amount of gas that may be produced i n 

producing oil? 

A Would you mind repeating that question, please? 

Q What i s the purpose of l i m i t i n g gas production i n the 

production of oil? 

A Prevent undue drainage. 

Q Would i t prevent anything else? 

A I cannot answer that question properly. 
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Q Let me ask you thi s question, would i t tend to prevent 

waste? 

A Would you mind repeating the entire question, please? 

Q Would the imposition of a gas-oil r a t i o l i m i t a t i o n on 

an o i l well tend to prevent waste? A Yes. 

Q Would the basis of imposing such a li m i t a t i o n be the 

prevention of waste? 

MR. ADAIR: I f the Commission please, that i s a legal 

question. I t calls f o r a legal conclusion. We object to i t f o r 

that reason, and also at thi s time, i f the Commission please, I 

see no useful purpose to be served at this hearing which i s a 

motion for rehearing on a gas pool, so I see no reason why there 

i s any purpose that would be served by going into gas-oil-ratio 

limitations on o i l wells, which obviously would be from o i l pools. 

We object to his question because i t i s not material, not com

petent, not relevant at this time. I might add to my objection 

a further objection, that cross examination i s improper i f i t 

goes beyond the scope of direct examination. The witness has 

t e s t i f i e d , has given no testimony whatsoever with respect to waste 

of any sort. 

MR. SPURRIER: Objection sustained. 

Q Is i t your position that no waste i s occurring i n the 

Jalco Pool? 

MR. ADAIR: Same objection. 

MR. SPURRIER: Objection sustained. 

Q One other question. Do you regard gas cap gas as being 
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a natural gas? 

A I believe I have made a statement as to that effect, 

Judge Foster. 

MR. FOSTER: That i s a l l . 

MR. SPURRIER: Anyone else who desires to cross examine 

the witness? Mr. Stahl. 

By: MR. STAHL: 

MR. STAHL: G. E. Stahl, Permian Basin Pipeline Company. 

Q Mr. Yuronka, are you familiar with Exhibit 31, your 

proposed Exhibit 31, which i s the A G Number 1 and A G Number 1-A 

proration schedule? A Yes, s i r . 

Q On that schedule, I c a l l your attention particularly 

to page 11 and top of page 12, wherein Texas Pacific Coal and 

Oil Company's wells in the Jalco Pool are set f o r t h along with 

the description of the same i n the January allowable and the 

present market outlet. Within your knowledge, are any of those 

wells producing o i l from a now delineated gas pool i n any sub

stantial quantities? A No. 

Q They are not? A No. 

Q In other words, they are a l l gas producing wells? 

A Yes. 

Q Have you calculated what the daily average allowable f o i 

those wells would be during the month of January? 

A Oh, i t would be roughly, about eleven hundred MCF per 

day, a l i t t l e more, a l i t t l e less. 

Q That i s on 160 acre unit basis? A Yes. 
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Q You t e s t i f i e d , did you not, with respect to Exhibit, the 

contract between Texas Pacific and El Paso, Exhibit 18-A, i s that 

correct, Mr. Adair, i s i t 18-A? 

MR. ADAIR: That i s correct. 

Q You t e s t i f i e d with respect to that Exhibit and introduc

ed i t as one that you were sponsoring, within your knowledge i s 

the average daily allowable for the month of January as set fo r t h 

on page 11 of the proration schedule for Texas Pacific Coal and 

Oil Company's wells higher than the minimum specified i n the con

tract? A No. 

Q Sir? 

A Would you mind repeating that question again? 

Q Would the reporter read the question? 

(Question read.) 

A I don't quite understand your question, Mr. Stahl. 

Q As I understand— 

MR. ADAIR: May I ask you a question, Mr. Stahl? In 

asking the question of the witness to which of the minimum re

quirements of the contract do you refer? Do you refer to 5,000 

which i s the minimum take per day over a certain period of time? 

MR. STAHL: Yes, s i r . 

MR. ADAIR: Obviously the eleven hundred thousand i s 

higher than the fi v e hundred thousand. 

MR. STAHL: That i s what I want. That i s a l l . 

MR. WOODWARD: We would l i k e to ask a question. 

MR. SPURRIER: Mr. Woodward. 
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By: MR. WOODWARD: 

Q I believe you t e s t i f i e d with respect to a contra ct be

tween El Paso and Texas Pacific. I wonder i f you would t e l l me 

what date that contract was executed. 

A April the 6th, 1951. 

Q Does that contract contain what i s commonly known as a 

force majeure? A Pardon? 

Q Does that contract contain what i s commonly called a 

force majeure provision? 

MR. ADAIR: The witness i s not acquainted with that. I 

w i l l admit that i t does. 

MR. WOODWARD: Would you mind reading that provision? 

MR. ADAIR: Art i c l e 19, Governmental Regulations, Sec

tion 1: " I t i s expressly agreed that t h i s agreement and the 

respective obligations of Buyer and Seller hereunder are subject 

to present and future valid laws, orders, rules and regulations 

of duly constituted governmental authorizations having j u r i s 

diction." There i s also a F.P.G. clause you are not asking for 

that. 

MR. WOODWARD: I don't think that i s involved. 

Q Is i t your position i n t h i s hearing that provision was 

placed i n there out of an abundance of caution and was not needed 

MR. ADAIR: I don't know — to answer that question, I 

don't know what motives El Paso had i n putting that clause i n the 

contract. I t i s t h e i r clause, not ours. 

MR. WOODWARD: Is El Paso joining you i n t h i s motion f o r 
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rehearing? 

MR. ADAIR: I think the record speaks for i t s e l f . They 

did not. 

MR. WOODWARD: They did not. I t i s th e i r contract as 

well as yours? 

MR. ADAIR: That i s correct. 

MR. WOODWARD: That i s a l l . 

MR. SPURRIER: Any one else? The witness may be excused, 

(Witness excuwed.) 

MR. SPURRIER: We w i l l take another one of those short 

recesses. 

(RECESS) 

MR. SPURRIER: The meeting w i l l come to order. Mr. 

Adair. 

MR. ADAIR: At thi s time, I would l i k e to c a l l Mr. J. 

E. Bagwell. 

J._ E. B A G W E L L 

having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By: MR. ADAIR: 

Q W i l l you state and spell your name for the Commission,, 

please? 

A J. E. Bagwell. 

Q You are also known as Jim Bagwell? 

A Yes. 

Q Where do you reside? A Midland, Texas 
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Q By whom are you employed? 

A Texas Pacific Coal and Oil Company. 

Q In what capacity? A Geologist. 

Q How long have you worked as a geologist? 

A Four years. 

Q Where were you trained? 

A You mean my school? 

Q Yes. 

A Received a B. S. i n Petroleum Geology from Texas Tech

nological College. 

Q Have you sat on wells or participated i n d r i l l i n g of 

wells i n the area delineated upon Texas Pacific's Exhibits 32, 

33 and 34 in the Jalco and Langmat areas of Southeastern Lea 

County? A Yes, s i r . 

Q Have you made an intensive study recently i n connection 

with t h i s rehearing? A Yes, s i r , I have. 

Q Has the area of your study insofar as Jalco - Langmat 

area i s concerned, been in the v i c i n i t y of Texas Pacific Coal 

and O i l Company leases i n that area? A Yes, s i r . 

Q The bulk of the Texas Pacific's leases as reflected by 

the Exhibits stretches across approximately two townships, i s 

that correct? A That i s correct. 

Q In preparation for t h i s hearing as well as i n your work 

as a geologist for the Texas Pacific Coal and Oil Company, have 

you studied a l l of the well logs available to you in that p a r t i 

cular area? A Yes, s i r , I h<?ve, 
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Q Have you assisted i n the preparation of cross sections 

going from west to east and from north to south i n that area? 

A I have. 

Q Are you familiar with the provisions of the statutes 

defining pools or reservoirs or common sources of supply? 

A I am. 

Q To refresh your memory and for the benefit of the Com

mission, I would l i k e at thi s time to read from Section 26-B of 

the 1949 Conservation Act " 'Pool" means an underground reser

voir containing a common accumulation of crude petroleum or 

natural gas or both. Each zone of a general structure which zone 

is completely separated from any other zone i n the structure i s 

covered by the word 'pool* as used herein. 'Pool1' i s synonymous 

with common source of supply and with common reservoir." Are 

you familiar with the schematic cross sections or the typical 

well cross sections which have heretofore been introduced i n 

evidence as Texas Pacific's Exhibits 35 to 41 inclusive? 

A Yes, s i r , I am. 

Q Did you assist i n the preparation of those cross sectior 

and the selection of the wells to be used thereon? 

A I did. 

Q Do those cross sections show generally that the Yates 

and Seven Rivers formations overlie or underlie the entire Jalco 

-Langmat area? 

A Would you restate that question? 

Q Do those cross sections show that the Yates formation 
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and the Seven Rivers formation underlie the area of the Jalco 

and Langmat pools that you have studied? 

A Ies, s i r , they do. 

MR. KELLAHIN: Jason Kellahin representing Samedan. We 

object to the question and move the answer be stricken on the 

ground i t constitutes an attack on the Commission's Orders de

lineating the pool, Langmat pool. Further, on the ground that 

Samedan i s without notice or opportunity to be heard on any 

question delineating the Langmat Pool. 

MR. ADAIR: I think we have answered that objection once 

There i s a 35 or 36 mile line separates the two pools. I t i s a 

Jalco line as well as the Langmat l i n e . Anything that affects 

the Jalco line i s necessarily going to affect the Langmat l i n e . 

We have no, i f i t w i l l save interruption, Mr. Kellahin, we have 

no objections to your objection continuing through without your 

having to get up again. I f that i s satisfactory with the Com

mission. The same rul i n g , the Commission has overruled i t before 

MR. SPURRIER: We think you might as well do i t that 

way. 

Q In your opinion, i n the area concerning which you are 

te s t i f y i n g , was the Yates, Seven Rivers and the Queen formations 

separate reservoirs originally? A Originally, yes. 

Q In your opinion, due to the production of o i l or gas 

or both, or due to connection by well bores they are i n some 

areas interconnected, i s that correct? 

A Yes, s i r , that i s correct. 
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Q Are you familiar with the outline and areal extent of 

the Jalco and Langmat Pools as delineated by the Commission? 

A Yes, s i r . 

Q And as shown by Texas Pacific's Exhibit Number 34? 

A Yes, s i r . 

Q Have you prepared a structure map contoured on top of 

the Yates formation i n the area and v i c i n i t y of Texas Pacific 

Coal and Oil Company leases? A Yes, s i r . 

MR. ADAIR: At thi s time we offer i n evidence our Ex

h i b i t Number 43, and request that i t be put up on the board, 

Q Mr. Bagwell, would you mind stepping over to the Exhibit 

and pointing out and explaining to the Commission what that par

t i c u l a r Exhibit represents. 

A This i s a contour map of a portion of southeastern New 

Mexico i n the v i c i n i t y of Texas Pacific Coal and O i l Company's 

leases. I t i d dated counties one, two and three. 

Q Are the Texas Pacific leases colored i n red? 

A Yes, s i r , they are. As you can see here, they are 

colored i n red. 

Q What i s your contour interval of the map? 

A The contour interval i s 25 feet. 

Q I mean so far as the Jalco and Langmat areas are con

cerned, i n that particular area that i s the delineation of them. 

W i l l you point i t out to the Commission and explain how they are 

delineated? 

A The Jalco Pool or the Jalco area as delineated by the 
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Commission i s outlined i n red as you see here. 

Q That i s on the western part of your map? 

A Yes, s i r . East of i t and adjacent to i t the Langmat 

area has been outlined i n green, (Indicating). 

Q Also as shown on that map are a l l the various o i l and 

gas wells d r i l l e d i n the area, i s that correct? 

A That i s correct. 

Q In other words, the map i s f a i r l y well up-to-date i n 

that respect? A I t i s . 

Q When were most of those wells d r i l l e d , Mr. Bagwell? 

A Firs t major d r i l l i n g a c t i v i t y was between 1927 and 1930. 

Then during the depression years the d r i l l i n g operations were 

more or less suspended and resumed again i n the late f30*s, by 

the end of 1940 the area had been pretty well d r i l l e d up with 

the exception of a few wells which have been d r i l l e d i n the last 

few years. 

Q W i l l you t e l l the Commission something of the stratigra

phy of the general area represented by your Exhibit 43? 

A Firs t formation we are primarily concerned with i s the 

Rustler which i s composed of anhydrite and dolamite. I t i s 

approximately 150 feet thick. The Rustler i s the Solado forma

tion which i s predominantly a salt. I t ranges i n t h i s v i c i n i t y 

from approximately 1200 to 1500 feet thick. Beneath the Solado 

i s the Tansil which i s composed of dolamite and anhydrite. I t 

is approximately 150 to 175 feet thick. Beneath the Tansil i s 

the Yates which consists of sand, dolamite, anhydrite. I t range 
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from 250 to 300 feet thick. Beneath the Yates i s the Seven 

Rivers which i s predominantly dolamite with some sand and an

hydrite. I t i s approximately 4-00 feet thick. Beneath the Seven 

Rivers i s the Queen which i s predominantly sand and i t i s approxi 

mately 300 feet thick. Beneath the Queen i s the Grayburg which 

i s a sandy dolamite and i t i s approximately 250 feet thick. Be

neath the Grayburg i s the San Andres which i s predominantly dola

mite and i s roughly 1500 feet thick. 

Q Sofar as the Yates and Seven Rivers formations are con

cerned, Mr. Bagwell, state whether or not they are continuous 

over the entire area covered by the Langmat - Jalco delineations 

there on your Exhibit? A They are. 

Q In other words, the Yates and Seven Rivers formations 

which constitute, with the exception of the bottom 100 feet of 

the Seven Rivers, the v e r t i c a l interval of the Jalco gas pool as 

well as the Langmat gas pool are co-extensive over the entire 

area? A They are. 

MR. STAHL; Could I have the question read back please? 

{Question read.) 

Q Your answer to that i s yes? A Yes, s i r . 

Q I notice that there i s a ridge of some sort along on the 

western side of your Exhibit 43, w i l l you explain to the Commis

sion what that represents? 

A I believe you are talking about t h i s ridge here running 

from Township 21 south through 24 south, which i s the extent of 

my map. This ridge i s a reflection of the underlying Capitan rec 
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Q How far does that reef extend, i f you know? 

A That reflection extends from down in Waco County up to 

the area of roughly Eumont, then i t swings westward over to Carls 

bad. 

Q Going from west to east, does the Yates and Seven Rivers 

formation carry over the crest of this reef reflection eastward? 

A Yes, s i r . 

Q Does i t carry over the lagunal or the trough area up to 

and up on the western side of the basin platform? 

A Yes, s i r . 

Q A l l gas production from the area shewn on your Exhibit 

43 i s from what formations? 

A Yates and Seven Rivers predominantly. 

Q You have some Queens o i l and a l i t t l e gas? 

A Some Queens o i l and gas. 

Q Do you encounter any marked changes in lithology as you 

move eastward frora the west side of your ridge over across the 

crest of the ridge into the trough area? 

A Nothing except that gradual change. I would say that 

you had re l a t i v e l y more dolamite over the reef reflection. As 

you move eastward into the Lagunal area I think you would fi n d 

an increasing quantity of sand. 

Q Would that change or difference i n lithology, have any 

effect upon whether the gas produced was sweet or sour? 

A Yes, s i r , i t possibly would. I think i n the area where 

you have relati v e l y more dolamite the gas would probably tend to 
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be more sour than i n the Lagunal area where you have more sand, 

so i t would probably be a l i t t l e b i t sweet. 

Q So far as the gas that i s produced from the Jalco area 

shewn on your Exhibit, state whether or not that gas i s gas cap 

gas. 

A Yes, s i r , I think i t i s . 

Q In other words, o i l wells and gas wells producing from 

the Jalco area, would be producing from essentially the same re

servoir? A Yes, s i r . 

MR. ADAIR: At this point, i f the Commission pleases, I 

would l i k e to advise the Commission that Mr. Bagwell and I i n 

preparation of these questions and answers have closely followed 

the testimony of Mr. Forbes i n Case 245 which was the only hearin 

A p r i l , 1951 i n which the Commission received evidence concerning 

the demarcation between the Jalco and the Langmat areas. 

Q I w i l l ask you, Mr. Bagwell, whether or not you have 

t e s t i f i e d to a l l of the facts t e s t i f i e d by Mr. Forbes at that 

hearing insofar as thi s particular area i s concerned? 

A Yes, s i r , I believe I have. 

Q You have read and reread the transcript many times, hav* 

you not? A I have. 

MR. ADAIR: At this time I might c a l l to the Commission* 

attention that that i s the evidence upon which the Commission 

acted in drawing the line some 36 miles long, extending from 

Township 20 or 21 a l l the way down to the Texas border. 

Q In other words, Mr. Forbes in his testimony did not give 
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any reason whatsoever for drawing the line at the place i t was 

drawn? 

A No, s i r , he didn't. 

Q That i s , any sound geological reason i n your opinion? 

A That i s r i g h t . 

Q So far as the lithology i s concerned, i s there anything 

i n the lithology of the Yates and Seven Rivers formations, or 

both of them, going from west to east which would support a 

separate reservoir i n the area shown on your Exhibit? 

A No, s i r . 

Q Is there anything of a l i t h o l o g i c a l standpoint that 

would j u s t i f y the Commission i n drawing the line where i t did or 

drawing the line anywhere along that general area separating the 

two pools? 

A That i s from a lit h o l o g i c standpoint? 

Q Yes. A No, s i r . 

Q From a standpoint of stratrigraphy, i s there anything 

to j u s t i f y the separation along the line drawn on your Exhibit? 

A No, s i r . 

Q In other words, the Yates and Seven Rivers are co-exten 

sive throughout the entire area? A They are. 

Q Have you prepared or assisted i n the preparation of 

cross sections drawn through the area along t h i s line? 

A I have. 

MRo ADAIR: I would l i k e at t h i s time, i f the Commissio 

pleases, to offer i n evidence our Exhibit Number 44, which i s 
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designated as cross section A - A Prime. 

Q W i l l you indicate to the Commission on your Exhibit 43 

which i s your contour map, the wells through which t h i s cross 

section i s drawn? 

A Yes, s i r , the cross section runs through Texas Pacific-

Q (Interrupting) I w i l l ask you t h i s , i s the line shown 

by the red line from A to A Prime? 

A Yes, s i r . I t i s through sections 8 and 9 of Township 

21 south, ranges 35 and 36 east. 

Q W i l l you explain that cross section? Incidently, that 

cross section does cross the Jalco- Langmat l i n e , does i t not? 

A I t does. 

Q W i l l you explain to the Commission your cross section 

Number 44? 

A The cross section extends through Texas Pacific Coal 

and Oil Company State A well Number 3, Number 23, well Number 30 

well Number 31. The Yates formation i s shown here i n the yellow 

color. The Seven Rivers i s i n thi s lavender color. The Queen 

is shown by the blue color. The line between Jalco and Langmat 

as delineated by the Commission i s shown here, red on the l e f t 

side for the Jalco, and green on the right side for the Langmat„ 

Q The yellow area, which i s the Yates formation goes en

t i r e l y across the cross section, does i t not, without any break 

i n continuity? A I t does. 

Q The same i s true of the Seven Rivers formation? 

A That i s r i g h t . 
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Q And did you or did you not encounter gas accumulations 

on each side of the line i n those formations? 

A Yes, s i r . 

MR. ADAIR: We next offer i n evidence Exhibit 45, being 

cross section B - B Prime. 

Q W i l l you point out to the Commission where that cross 

section i s drawn on your contour map? 

A B - B Prime as shown by this red line through sections 

21 and 28, Township 22 south, Range 36 east. 

Q Without calling specifically to the wells since they 

are shown on the cross section, w i l l you state whether or not 

that cross section also shows that the Yates and Seven Rivers 

formation i s continuous across the area with accumulations of 

gas on each side of the line? 

A Yes, s i r , i t does. 

MR. ADAIR: I next offer i n evidence Texas Pacific's 

Exhibit 46, being cross section C - C Prime. 

Q Would you indicate to the Commission where that cross 

section i s drawn on your contour map? 

A C - C Prime as shown by the red l i n e , extends between 

two wells here i n section 28 of Township 22, south, Range 36 

east. 

Q Is there continuity so far as the producing formation 

across the line on that cross section? A There i s . 

Q In other words, i t shows the same as the two proceeding 

cross sections? A That i s r i g h t . 
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MR. ADAIR: I next offer in evidence Exhibit 47, being 

cross section E - E Prime. 

Q W i l l you indicate to the Commission where that cross 

section i s drawn on your contour map? 

A The cross section E - E Prime i s shown by t h i s red 

line extending through sections 3 to 4, Township 23, south, Rang 

36 east. 

Q Does that cross section show the same as the preceeding 

cross sections that there i s no break i n continuity of the pro

ducing sections? A I t does. 

Q W i l l you point out where you encountered accumulations 

of gas on both sides of the l i n e , i f you w i l l ? 

A In t h i s particular cross section our casing on a l l 

three wells i s set above the Yates and leaving the Yates, Seven 

Rivers open, a portion between th i s well Number 3 and that i s 

what they are producing from these formations i n the open hole. 

Q In your mind that conclusion at least demonstrates to 

you that there i s no j u s t i f i c a t i o n for separating the two pools 

at that point? A That i s r i g h t . 

MR. ADAIR: As Exhibit 48, we offer cross section F -

F Prime. 

Q Without repeating i n d e t a i l your testimony with respect 

to the other cross sections that have heretofore been received 

in evidence, w i l l you state whether or not that cross section a] 

so shows continuity? A I t does. 

Q As to the same extent? A Same extent. 
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Q As Exhibit 49 we offer cross sections G - G Prime. Wil." 

you indicate where that cross section i s shown on your contour 

map? 

A G - G Prime i s shown by the red line extending through 

sections 9, 10 and 11, Township 23, South, Range 36 East. 

Q Does that cross section show the same as the prior cros 

section? A Yes, s i r , i t does 

Q Which leads you to the same conclusion at that p a r t i 

cular point along the line? A Yes, s i r . 

Q That there i s no j u s t i f i c a t i o n for drawing the line 

there? A That i s r i g h t . 

MR. ADAIR: As Exhibit 50, we are offering cross sec

tion H - H Prime. 

Q W i l l you indicate to the Commission where that cross 

section i s drawn on your contour map? 

A I t i s indicated by this red line which extends through 

section 9, 16 and 15, Township 23 South, Range 36 East. 

Q Does the cross section also show continuity across the 

line? A I t does. 

MR. ADAIR: As Exhibit 51 we offer cross section J - J 

Prime. 

Q Where i s that on your contour map? 

A J - J Prime i s shown by this red line extending through 

sections 16 and 15, Township 23 South, Range 36 East. 

Q Does that cross section show the same continuity as you: 

prior cross sections? A I t does. 
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Q You have accumulations of gas within the gas pool i n 

terval i n each case on each side of the line? 

A That i s correct. 

MR. ADAIR: As Exhibit 52, we offer cross section K -

K Prime. 

Q Where i s that line drawn on your contour map? 

A K - K Prime i s shown by the red line extending through 

sections 21 and 22, Township 23 South, Range 36 East. 

Q Does that cross section show substantially the same as 

your prior cross section? A Yes, i t does. 

MR. ADAIR: As Exhibit 53, we offer cross section L -

L Prime. 

Q W i l l you indicate where that line i s drawn on your map? 

A Cross section L - L Prime i s shown by the red line ex

tending through sections 28, 27, 26, Township 23 South, Range 

36 East. 

Q Does that cross section across the four well area there 

two wells on each side of the l i n e , show the same thing as your 

prior cross section? A Yes, s i r , i t does. 

Q Now, Mr. Bagwell, from the standpoint of encountering 

re l a t i v e l y sour gas on the west side of your Exhibit and re

la t i v e l y sweeter gas on the east side of your Exhibit, does that 

constitute any reason from a geological standpoint to say that 

there are two areas or separate reservoirs? 

A No, s i r , not from a geological standpoint. 

Q Because of the l i t h o l o g i c a l conditions encountered, tha 
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i s you encounter more dolamite i n the western area than you do 

in the eastern area, you would expect to f i n d more sour gas on 

the western side, would you not? A That i s correct. 

Q Do you know of any permanent barriers along the line 

between the Jalco Pool and the Langmat Pool i n the area that 

you have delineated there so far as the Yates or Seven Rivers 

formations are concerned? 

A No, s i r . I know of none. There could possibly be some 

isolated local areas, but as I say, I don't know of them i f they 

exist. 

Q So far as the f i v e miles of that line which are bordere 

by Texas Pacific leases, there are no dry holes between the two 

areas on that line are there? 

A There are no attempted gas well completions that are 

dry holes. 

Q In other words, so far as the gas well, I should have 

limited my question to the Jalco - Langmat v e r t i c a l i n t e r v a l , 

there are no dry holes i n that i n t e r v a l , i s that correct? 

A No, s i r , there are none. 

Q Up to this point at least the geologists haven't been 

able to discover any better way of delineating a pool than by 

dry holes, have they? 

A I haven't found a better one. 

MR. ADAIR: That i s a l l . That i s a l l I have of Mr. 

Bagwell at this time, i f the Commission please. 

MR. SPURRIER: Is there anyone who wishes to cross 
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examine Mr. Bagwell? 

MR. STAHL: Yes. 

CROSS EXAMINATION 

By: MR. STAHL: 

Q Mr. Bagwell, as I understood your testimony, you fe e l 

from a geological standpoint with the facts as you now know them 

that there i s no reason for delineation of the west boundary, 

excuse me, the east boundary of the Jalco pool, i s that right? 

A I see no reason from the facts available to me to draw 

a line separating i t from the Langmat area to the east. 

Q Mr. Bagwell, do you think i t conceivable that other 

geologists with the same qualifications which you appear to 

possess might d i f f e r with that opinion? 

A I think on any subject you w i l l have differences of 

opinion. 

Q That i s generally conceded. 

MR. ADAIR: That i s the reason we are here today. 

MR. STAHL: I am aware of that, Mr. Adair. 

Q In other words, i t i s your opinion that the line de

lineating the division between the Jalco and Langmat Pools was 

incorrectly drawn by the Commission, i s that correct? 

A That i s correct. 

Q I f that lin e were drawn i n conformity with your opinior 

would you be satisfied as a geologist? 

A Mr. Stahl, my study has been limited to our area alone, 

and with the sole purpose of deciding whether or not that line 
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was correct. I have made no conclusions as to where a line 

should be drawn. 

Q Let me ask i t t h is way. In the area where you have 

leases, i f the line was redrawn i n conformance with your opinior. 

would you be satisfied. As I understand i t — 

MR. ADAIR: (Interrupting) He said he had no opinion 

as to where the line should be drawn. He has just stated that. 

I object to the question. 

Q The witness can answer the question, go ahead. 

A Personally, I wouldn't draw a l i n e . 

Q Do you have a recommendation as such, whether the line 

should be shifted, or whether the Jalco or Langmat should be 

made one pool or anything at all? 

A No, I have no recommendation. 

Q I t i s just wrong the way i t i s now? 

A That i s what I believe. 

Q Mr. Bagwell, how long have you been employed with Texas 

Pacific Coal and Oil? 

A I stated four years. 

Q Sir? A Four years. 

Q I am sorry, I missed that earlier. During that time, 

to your knowledge has any information or data or facts such as 

you put i n , ever been introduced by Texas Pacific before t h i s 

Commission? 

A I am afraid I can't answer that question because I am 

not familiar with any previous proceedings here. 
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Q But to your knowledge there -has not been? 

A I just don't know either way. I am sorry. 

Q To your knowledge has Texas Pacific Coal and Oi l ever 

been denied the right to put i n information l i k e this? 

A Texas Pacific offered t h e i r help when thi s attempt to 

draw th i s line f i r s t came up. 

Q That was with respect to the Committee, was i t not? 

A Yes, s i r . 

Q To your knowledge, has Texas Pacific ever been denied 

the right to put i n evidence l i k e t h i s or similar to t h i s i n a 

case before t h i s Commission? 

A Well, as I said Mr. Stahl, I am not familiar with pre

vious proceedings over here. I just don't know. 

MR. STAHL; I think the record w i l l show upon examina

tion that Texas Pacific has not been so denied. That i s a l l 

the questions I have. 

MR. SPURRIER: Any one else? Mr. Kellahin. 

MR. KELLAHIN: Jason Kellahin representing Continental 

Oil Company. 

By: MR. KELLAHIN: 

Q Mr. Bagwell, you t e s t i f i e d that there i s no difference 

i n your opinion i n stratigraphy between the two pools, did I 

understand that question? 

A Would you repeat that, please? 

Q Is i t your testimony there i s no appreciable difference 

of the stratigraphy of the two pools, the formation of the Yates 
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and Seven Rivers? 

A In the stratigraphy, no, there i s no major difference. 

Q Is there any difference i n the pay zones between the 

two pools? 

MR. ADAIR: Just for the purpose of the record, I know 

that Mr. Kellahin i s f a i r enough, he doesn't want the witness tc 

be misled. You are speaking of the Jalco and Langmat v e r t i c a l 

interval? 

MR. KELLAHIN: Yes, s i r , thank you, Mr. Adair. 

MR. ADAIR: I probably caused the witness to forget you: 

question. So, would you restate i t ? 

Q Would you read the question back, please? 

(Question read) 

Q As c l a r i f i e d by Mr. Adair. 

A No major differences with the exception of possible 

isolated areas, I would think. 

Q T^ere i s , as a matter of fact, a decided difference i n 

the sulphur content of the gas produced on the two sides of this 

l i n e , i s there not? 

A I think in both areas you can have strong variations in 

sulphur content. 

Q You mean that you have a high sulphur content and low 

sulphur content on say, the entire area of the Langmat Pool? 

A Yes, s i r . 

Q And also in the Jalco. Isn't i t true however, that the 

variations follows f a i r l y close to the line which has been drawn 
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as delineating the two pools? 

A I am afraid I can't answer that question. 

Q Have you made any study of that question? 

A No, s i r . My knowledge, my study has been limited to 

the geology and not i n respect to the sulphur content of the 

gas. 

Q Can you explain then, why i f there i s no difference i n 

stratigraphy there i s a difference i n sulphur content? 

A Well s i r , I made a feeble attempt at that awhile ago. 

I would think that over the area that we are calling the reef 

reflection, the ridge on the iirestern edge, you would find more 

dolamites than you would i n the area to the east which i s the 

Lagunal area, and I associate the sulphur with the dolamite. 

Q The production from one side i s from the sand and the 

other side from the dolamites, i s that correct? 

A No, s i r , 

Q What i s the difference i n the productive zones then? 

A I t i s a gradiational change as you move eastward across 

the reef reflection into the Trough area I think you fin d an 

increasing amount of sand i n a Lagunal area, the Trough area. 

Q That i s a rather sharp gradiation i n through that area, 

i s i t not? 

A I wouldn't say i t was too sharp, no, s i r . 

Q Isn't i t possible that there i s a difference i n the 

sulphur content i n one side than on the other due to a barrier 

in there? Is i t possible? 

-78-



MR. ADAIR: Would you repeat that question? Did you 

say put a barrier i n there? 

Q No, s i r , I said there i s a variation i n the sulphur 

content on one side as against the other due to a barrier. 

A No, s i r , I wouldn't think so. 

Q You say that i s impossible? 

A No, s i r , I don't say i t i s impossible. I don't think 

so. 

Q I f i t isn't impossible, i t would be possible, wouldn't 

i t ? 

A I am not a lawyer. 

Q Mr. Bagwell, referring to the Exhibits which have been 

offered showing the cross section, what i s the difference betwee 

those wells upon the Exhibit. That i s i n relation to the line 

that has been drawn within each pool? 

A The horizontal scale i s three hundred feet to the inch. 

Q Rather than go up and measure i t , could you t e l l us 

what the linear distance on the ground would be? 

A Well s i r , different cross sections, we have different 

distances. 

Q Could you give us a rough estimate on the average? 

A I think our average cross section up there covers 

approximately four quarter sections. 

Q Four quarter sections on each Exhibit? 

MR. ADAIR: He said average. 

A I think that i s an average. 
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Q Average? A Yes, s i r . 

MR. KELLAHIN: That i s a l l . 

MR. SPURRIER: Anyone else? Mr. Macey. 

By: MR. MACEY: 

Q You t e s t i f i e d that i n your opinion the gas, particularly 

i n Texas Pacific Coal and O i l Company area, was gas cap gas. 

What do you mean by gas cap gas? 

MR. ADAIR: I believe for the purpose of the record he 

t e s t i f i e d in the Jalco area that i t was gas cap gas. 

MR. MACEY: Okay. 

A My def i n i t i o n of gas cap gas i s gas that i s i n contact 

with the o i l column. 

Q I f you produced that gas and ultimately drain the Jalco 

area reservoir of gas, what w i l l happen to the oil? 

A More than l i k e l y be drawn up behind the gas as i t i s 

produced. 

Q Is that generally accepted as good practice i n the o i l 

industry? 

MR. ADAIR: As Mr. Macey well knows, Mr. Bagwell did 

not qualify as a petroleum emgineer. I don ft believe your ques

tions, Mr. Macey, are geological questions. They are more i n 

the nature of a petroleum engineering question. 

MR. MACEY: Maybe your question was more i n the nature 

of petroleum engineer question as far as gas cap gas i s concern

ed. I f he can qualify to t e s t i f y whether i t i s gas cap gas or 

not, he should be acquainted with the engineering characteristic 
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of the reservoir to know i t i s gas cap gas. 

MR. ADAIR: To know i t i s i n contact with the o i l column 

That was his d e f i n i t i o n . Excuse me, go ahead with your question. 

Q I am not quite sure he answered my question, the last 

question. You might repeat i t f o r him. 

(Question read) 

A I don't believe I am qualified as an expert to answer 

that question, I think that would be more of an engineering pro

blem. 

Q Does the gas cap gas in a reservoir always have to be 

in direct contact under every lease or location with the o i l 

column? 

A I should think you would have certain areas where i t 

would not be localized. 

Q Therefore, wouldn't i t stand to reason that i f you 

drained the gas out of that particular area that you would get 

movement of o i l up structure? A Yes, s i r . 

MR. MACEY: That i s a l l . 

MR. SPURRIER: Anyone else? 

MR. STANLEY: I would l i k e to ask the gentleman a ques

t i o n . 

By: MR. STANLEY: 

Q Continuing with Mr. Macey's testimony, I would l i k e to 

ask you a question i n this respect, i f you voided the gas cap 

and moved the o i l up structure, would that be wise? 

MR. ADAIR: I f the Commission please, I object to that 
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on tbe ground among many many others that that i s beyond the 

scope of proper cross examination. The witness has t e s t i f i e d 

to nothing with respect to waste on direction examination. 

MR. SPURRIER: This i s a good chance f o r him to st a r t . 

I f he has an opinion, I would l i k e to know what i t i s . 

MR. ADAIR: We object further, i f the Commission please 

I particula -ly do not want to get into i n t h i s case because we 

feel i t has no proper place i n i t , the question of waste. 

MR. SPURRIER: I remember d i s t i n c t l y that you mentioned 

waste. 

MR. ADAIR: Mentioned that there was no evidence of was 

i f the Commission please. 

MR. SPURRIER: That i s r i g h t . 

MR. ADAIR: The same as there i s no testimony i n waste 

insofar as the direct examination was concerned therefore, i t i s 

not proper cross examination. The Commission has so ruled when 

we had the other witness on the stand. 

MR. SPURRIER: Does anyone else have a question? 

MR. KELLAHIN: I have a couple more questions. 

By: MR. KELLAHIN: 

Q Mr. Bagwell, you t e s t i f i e d that the formation i s con

tinuous across the line of separation which has been drawn for 

the purposes of delineating those two pools. Are the pay zones 

continuous? 

A Yes, s i r , I think generally speaking they are with 

possibly local exemptions. 



Q With possible what? 

A With possibly local exemptions. 

Q In connection with your studies, Mr. Bagwell, did you 

consider radioactive logs, bottomhole pressures, f l u i d samples 

and the other items which were outlined by Mr. Adair as factors 

which should be concerned in such a study? 

A I considered the radioactivity logs, sample logs and 

other data which we had available to us. I didn't go into 

bottomhole pressure or bottomhole samples. 

Q Do you consider your work was more comprehensive than 

the seven months'study made by the Committee formed for that 

purpose? 

MR. ADAIR: There i s no testimony i n the record as to 

what the result of the four months* study was. What they came 

up with. The only testimony— 

MR. KELLAHIN: I really think there i s testimony— 

MR. ADAIR: (Interrupting) I assume you refer to the 

Federal Unit study that was presented at the Ap r i l 1951 hearing. 

MR. KELLAHIN: That i s r i g h t . 

MR. ADAIR: As far as that i s concerned, the evidence 

of that study has already been hashed and rehashed. There cer

ta i n l y were no cross sections introduced i n that except one 

generalized cross section. 

Q Would you answer the question, please? 

A Yes, s i r , I have not attempted to do the extensive worl. 

that they did. I merely attempted to show that the formations 
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were continuous across the line and production i s continuous a-

cross the l i n e . 

MR. KELLAHIN: That i s a l l , thank you. 

By: MR. MACEY: 

Q Are you familiar at a l l with the study which was made 

by the so-called Federal Unit Committee i n Case 245, I believe 

i t is? 

A Not other than what I read i n the transcript of the 

case. 

Q Do you happen to know whether or not at the conclusion 

of that study, whether Texas Pacific Coal and Oil Company was 

invited to inspect the results of that Committee before they 

presented the evidence here, the results of their study? 

A No, s i r , I do not. 

Q You say that you have read the transcript of Case 245 

f a i r l y thoroughly? 

A I read i t and i n the transcript i t says that other 

engineers were invited to attend, but not necessarily to p a r t i 

cipate . 

Q Do you have a copy of the transcript i n front of you 

or available to you? About two-thirds of the way down on page 

14, Mr. Adair made a comment, would you l i k e to read that for 

the benefit of the Commission? 

A "Eugene Adair, representing Texas Pacific Coal and Oil 

Company. I might state to the Commission that at th i s time we 

have no quarrel whatsoever with the results shown by Continental' 
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However, we would l i k e for the record, to ask a few questions. 

Mr. Forbes, th i s comprehensive study that you have just completed 

was necessarily based, was i t not, upon such information as you 

had available to you at that time? MR. FORBES: That i s r i g h t . 

MR. ADAIR: And as future d r i l l i n g and future development opera

tions are conducted i n the area, you w i l l have available to you 

additional information which may require the Commission to re

vise the pools, the pool gas pool lines. MR. FORBES: That i s 

ri g h t . MR. ADAIR: I w i l l refer you to the northern portion of 

Township 22 South, Range 36 East where you w i l l observe that gap 

pool one, the line separating gas pool one from gas pool two to 

the east coming through that Township s p l i t s several of Texas 

Pacific Coal and Oi l Company's leases. Is that not correct? MR. 

DAILEY: I t does, the basic lease. I t doesn't within any one 

section. I t does some of your basic leases where they extend 

across more than one section. MR. ADAIR: Now, as an additional 

d r i l l i n g i s done along that line and additional information be

comes available, i t may require that line separating those two 

pools be shifted some one way or another. MR. FORBES: That i s 

ri g h t . This i s the best we can draw from our information. MR. 

ADAIR: At the present time? MR. FORBES: At the present time. 

MR. ADAIR: I t i s not intended to be a permanent line? MR. 

FORBES: I t i s unless you can furnish additional information«. 

MR. ADAIR: Additional information w i l l change the line i f ne

cessary? MR. FORBES: I f i t warrants i t . MR. ADAIR: So, then, 

i t i s not intended to be a permanent line delineating the gas 
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pools. MR. FORBES: No." 

MR. ADAIR: How far do you want him to go? 

MR. MACEY: He i s going to f i n i s h right now. 

A "MR. ADAIR: That i s a l l I have." 

MR. ADAIR: This i s additional information we are f u r 

nishing you today, i f the Commission pleases. 

Q Mr. Bagwell, returning to what Mr, Adair says, and I 

w i l l quote, " I might state to the Commission we have no quarrel 

whatsoever with the results shown by Continental." I might ask 

you i f there has been any additional d r i l l i n g i n there to change 

Continental's question and how much additional d r i l l i n g had been 

done i n the area? 

A I am afraid I don't know exactly what wells have or hav-

not been d r i l l e d since that time other than a few of Texas Pa

c i f i c ' s wells which I am particularly familiar with. As far as 

completion dates on the others, I am not too familiar with them. 

Q Do you know of any additional d r i l l i n g i n the area of 

Texas Pacific's leases that resulted i n any conclusions differen 

from any other wells that were d r i l l e d prior to t h i s study on 

Texas Pacific's leases that would change the picture that was 

presented? 

A No, s i r , I don't know of anything that would change any 

thing that was already there. 

MR. MACEY: That i s a l l I have. 

MR. SPURRIER: Anyone else? Mr. Hinkle. 

MR. HINKLE: Clarence Hinkle representing the Humble. 
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By: MR. HINKLE: 

Q I believe you t e s t i f i e d that the Jalco f i e l d was a 

natural gas cap f i e l d , i s that right? A Yes, s i r . 

Q I s the gas cap there a natural condition of that f i e l d , 

or i s i t caused by d r i l l i n g operations that have progressed so 

far or what? Is i t just a natural condition of that field? 

MR. ADAIR: I f the Commission pleases, the witness has 

t e s t i f i e d in his opinion that o r i g i n a l l y Seven Rivers and Yates 

were separate reservoirs i n there. 

MR. HINKLE: He has t e s t i f i e d i t was gas capped. I 

want to know i f i t was a natural condition i n that f i e l d . 

MR. ADAIR: I t i s gas capped. 

A I think i t i s a condition that may exist due to de

velopment and connection by well bore. 

Q But i f i t was there before any development took place, 

you would c a l l i t a gas capped field? 

A I don't believe I stated that. I think I said that 

or i g i n a l l y I believe that the Yates and Seven Rivers and Queens 

were separate formations. 

Q But they are so-called gas capped formations, are they 

not. As I understand your testimony, you said that i n the Jalcr 

f i e l d here that the gas produced was gas cap gas, i s that right'; 

A At the present time I think i t i s . 

Q You think that the gas i s combustible vapor composed 

chiefly of hydro carbons? A Yes, s i r . 

Q I t i s natural gas then, i s i t , of the d e f i n i t i o n of the 
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Conservation Commission? 

MR. ADAIR: Wait, just a minute. The Rules are going 

to speak for themselves there. What Rule are you referring to? 

MR. HINKLE: Rule 35-

MR. ADAIR: Defining. 

MR. HINKLE: Natural gas and gas. 

MR. ADAIR: Just a minute, Mr. Hinkle. W i l l you read 

that to Mr. Hinkle, please. I t has been read into the record 

once before. 

MR. HINKLE: What i s that? 

MR. ADAIR: I t has been read before. 

MR. HINKLE: I am just asking i f i t comes under that 

d e f i n i t i o n , the gas cap in the Jalco f i e l d . 

MR. ADAIR: I f i t i s gas cap gas i t i s casinghead gas. 

MR. HINKLE: I w i l l ask you t h i s question, don't you 

think that the gas cap gas as defined i n the other rule i s also 

included i n this d e f i n i t i o n of natural gas, Rule 35? 

MR. ADAIR: I f the witness i s qualified to answer that 

question, I have no objection to him answering i t . 

MR. HINKLE: I would l i k e f o r him to answer, 

A Would you repeat i t so I can be sure I understand i t ? 

Q I asked you i f the gas produced from the gas cap or the 

gas produced i n the Jalco f i e l d was combustible vapor composed 

chiefly of hydro carbon? A Yes, s i r . 

Q And you also t e s t i f i e d that i t was a natural condition 

at least at the present time, or that i t was gas capped at the 

present time? 
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A Yes, at the present time. 

Q So under the statement of that testimony, doesn't i t 

come under the d e f i n i t i o n of the Commission Rule 35 as being 

natural gas? 

MR. ADAIR: I object to that question on the ground i t 

calls for a legal conclusion and that the Rules themselves pro

vide that gas cap gas i s casinghead gas. Natural gas i s natural 

gas produced from an o i l pool. 

MR. HINKLE: Our position i s that the definition i n 35 

i s inclusive of gas cap gas in the other d e f i n i t i o n . The other 

serves the purpose i n cases where the Act and Regulations and 

Rules refer to gas cap. Where i t refers to natural gas as pro

vided i n the Act, the Act provides for the proration of natural 

gas, t h i s definition would prevail. 

MR. SPURRIER: Anyone else? Mr. Stahl. 

By: MR. STAHL: 

Q Mr. Bagwell, i s there any information available to you 

that was not available to other parties who had previously worke 

out information similar to this? 

A Probably information that came about through a c t i v i t i e s 

later on. 

Q Was any of the information that you used information 

made available from d r i l l i n g subsequent to the date of the re

port and the date of Mr. Forbes testimony? 

A Yes, s i r . 

Q Were any of those Texas Pacific wells? 

A Yes, s i r . 
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Q Are any of those Texas Pacific wells on the cross sec

tions that you introduced? 

A Yes, I believe they are. 

Q Did you not also t e s t i f y , Mr. Bagwell, that o r i g i n a l l y , 

in your opinion, that these reservoirs to-wit: The Yates, Seven 

Rivers, and Queens were three separate and d i s t i n c t reservoirs 

with no communication, and when they were layed down by nature 

was there communication v e r t i c a l l y between those three reser

voirs? A I don't think so. 

Q What reservoir did you say i t was, i n your opinion, ga? 

cap gas, I have forgotten? A Which reservoir? 

Q Yes, s i r . 

MR. ADAIR: I object to the question as calling for a 

conclusion. You mean what area? 

MR. STAHL: Yes. 

MR. ADAIR: That i s the subject matter of the hearing 

whether or not i t i s a common reservoir. 

MR. STAHL: What I mean, Mr. Adair, I believe the wit

ness— 

MR. ADAIR: I t was the Jalco area. 

MR. STAHL: Did not the witness t e s t i f y there was gas 

cap i n the Yates, Seven Rivers? 

MR. ADAIR: I t was i n the Jalco. 

Q In what formation was the gas cap gas? 

A Yates, Seven Rivers. 

Q That was not gas cap gas when i t was originally layed 

-90-



down was i t ? Were they not three separate reservoirs? 

A Yes, s i r , I believe I already said that I believed they 

were. 

Q Did you not define gas cap gas as gas that i s i n con

tact with the o i l column? A I did. 

Q How did t h i s gas i n the Yates, Seven Rivers come i n 

contact with the o i l column i f i t was not ori g i n a l l y i n contact? 

A I would think through development of the area and 

through the well bores, many hundreds of well bores. 

Q In other words, the motion of ve r t i c a l movement i s 

through the well bores, and not through the structures as such? 

A Right. 

Q As a hypothetical matter, i f there i s a f u l l 640 acres 

anywhere i n the Jalco Pool which has not been pierced by a d r i l l 

immediately underlying that 640 acres, you would not have gas 

cap gas then by your definition? 

A I don't believe anybody could answer that question. 

Nobody knows, 

Q Do you have an opinion? 

A For what i t i s worth. You stated that i f there had 

been no well bores i n this 640 acres? 

Q Yes, s i r . 

A And the formations were ori g i n a l l y separated? 

Q Yes, s i r , 

A That the gas i n there now would not be gas cap gas? 

Q As you defined i t as being i n contact with the o i l 

column. 
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A No way that you could classify gas cap gas unless i t 

was in contact with the o i l column. 

Q What do you think i t would be i f i t wasn't gas cap gas? 

MR. ADAIR: Mr. Stahl, do you have any specific area 

on the Exhibit from which he testified? 

MR. STAHL: No, i t was a hypothetical question address

ed to an expert witness. 

MR. ADAIR: The point I am asking, the reason I am ask

ing for the purpose of objecting to the question, unless i t i s 

related in some way or another to the Jalco hearing on consider

ation here today— 

MR. STAHL: (Interrupting) No, s i r , I did not have any 

particular 640 acre tract. I understand that you object. 

MR. ADAIR: Yes, s i r . 

MR. STAHL: Upon what ground? 

MR. ADAIR: I t has no relation to this hearing. I t i s 

not germaine, i t i s not proper cross examination in that i t was 

not gone into, the feature of i t , on the original examination. 

MR. STAHL: He was qualified as an expert. That was a 

hypothetical question addressed to an expert. 

MR. ADAIR: I believe we qualified him as an expert, 

please, in this area. 

MR. SPURRIER: I think the counsel i s entitled to an 

answer i f the witness can give i t , let him give i t . 

A All right, s i r , in the case that you mentioned under 

my definition, i t would not be gas cap gas, but this, I don't 
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think this condition exists in the area we are talking about, 

Q Do you have an opinion as to what type of gas i t would 

be either under the Rules of the Commission or your own as a 

qualified expert geologist? 

A I t would be simply a dry gas reservoir, 

MR. STAHL; That i s a l l . 

MR. SPURRIER: Anyone else? Mr. Macey. 

By: MR. MACEY: 

Q In the Jalco Pool i t i s defined as producing on the 

Yates and a l l but the lower hundred feet of the Seven Rivers an-

the Langmat definition i s exactly the same, am I correct? 

A That i s right* 

Q I f they were two separate reservoirs, what could cause 

two separate reservoirs? 

A I would think an area in which you encountered no pro

duction between the two of them. 

Q Would that definitely ha-ve to be the case? 

A Geologically speaking as far as I am concerned, I thin 

i t would. 

Q Would the area of no production have to be of any part 

cular size, width? 

A I think i t would have to extend the f u l l length of the 

area which you are trying to divide, any other case I would cal 

i t an intra-field not productive area, probably due to a local 

condition of permeability or what have you. 

Q You say that i t would have to extend the f u l l length o: 
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the field. How about the width of the field, how wide would i t 

have to be? 

A I f i t was too wide i t wouldn't be any field. 

Q But how narrow could i t be and s t i l l provide a barrier 

A I would say one well, one well wide. 

Q Well now, that i s , how wide i s a well bore? I want 

you to get this, I want to know, you mean one location wide or 

one— 

MR. ADAIR: For the purpose of making an objection, Mr 

Macey, does your question relate to any area on the map identi

fied as Exhibit 43? 

MR. MACEY: You are going to have to say that again. 

MR. ADAIR: Does the question that you asked Mr. Bagwe. 

relate to any area on the map known as Texas Pacific Exhibit— 

MR. MACEY: (Interrupting) No, I don't have any area 

in mind. I am asking an expert geological question of an ex

pert witness. 

MR. ADAIR: He i s qualified to answer that. 

A In my opinion that one dry hole, not necessarily the 

40 acres or whatever i t i s on, would be enough to divide them. 

Q In going over the top of a reef so-called, I can't re

member the exact terminology you used, you described i t as go

ing over the top of the reef into the Lagunal area, wouldn't i t 

be possible for a narrow permeability barrier to exist in there 

somewhere? 

A I t would be possible, but I wouldn't say probable. 
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Q Do you know of any reason to show that i t doesn't 

exist? 

A We don't have any dry holes in the Jalco and Langmat 

or along this line. 

Q I f you had differential pressures on either side of 

the line and differential sulphur content, would i t tend to 

point out a barrier between them? 

A The pressures I don't know anything about. I wouldn't 

say i t necessarily did on the sulphur content. 

Q In order to determine whether a permeability barrier 

was there the well bore would have to permeate the permeability 

barrier, would i t not? A Yes, s i r . 

MR. MACEY: That i s a l l I have. 

MR. SPURRIER: Anyone else? Mr. Dailey? 

By: MR. DAILEY: Homer Dailey, Continental Oil Company. 

Q I would like to ask one question. Did you testify 

that the gas cap was not there originally before the drilling 

started in the area? In other words, you testified that the 

gas i s gas cap gas in Yates and Seven Rivers? I believe Mr. 

Stahl asked a question about i t being gas cap gas in i t i a l l y 

which I would take to mean the time that the i n i t i a l drilling 

started in the area. 

A No, s i r , I believe originally the formations were 

separate and the gas in the upper portions of the Yates were 

probably not in contact with the o i l column. 

MR. DAILEY: That i s a l l . 
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MR. SPURRIER: Anyone else? I f not, the witness may 

be excused. 

(Witness excused.) 

MR. SPURRIER: We w i l l stand in recess u n t i l 9:00 

o'clock in the morning at the City Hall. 

(Whereupon, the hearing was recessed u n t i l 9:00 a.m, 
January 22, 1954, in City Commission Room of the City Hall, 
Santa Fe, New Mexico.) 
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Morning Session, January 22, 1954, held at City Hall. 

MR. SPURRIER: The meeting w i l l come to order, please. 

I might warn you now that 12 o'clock sharp t h i s hearing w i l l be 

over for t h i s month, i f necessary we w i l l continue i t but Mr. 

Walker has a previous engagement that he has to meet at 12 o» 

clock. 

MR. GIRAND: I f the Commission please, my name i s W. 

D. Girand and I am with the Me-Tex Supply Company. We have the 

Case on motion for rehearing i n Case Number 584, which admitted

l y follows the present case. At t h i s time we would l i k e to move 

for a continuance of t h i s Case u n t i l the February or March hear

ing which ever meets the convenience of the Commission. I t i s 

apparent that we would not be able to complete our Case within 

the time alloted by the Commission today. 

MR. SPURRIER: Is there objections to counsel's motions 

MR. SMITH: I f i t please the Commission — 

MR. SPURRIER: Just a minute, Mr. Smith, l e t us con

tinue the Case 584 to the February hearing. Now, Mr. Smith. 

MR. SMITH: Are we ready to proceed with the Case? 

MR. SPURRIER: Case 582. 

MR. SMITH: I would l i k e to re c a l l Mr. Bagwell. 

(Mr. Bagwell recalled as a witness.) 

By: MR. SMITH: 

Q Mr. Bagwell, during the course of your testimony yest 

day, I l e f t the hearing after your testimony rather with a some 

what clouded mind as to the exact status of these reservoirs. 

-97-



I believe that your testimony intimated or stated that you 

thought the three different zones were a l l separated i n their 

i n i t i a l stage, am I correct? A That i s correct. 

Q And that the migration of gas has been caused by well 

bores a l l together, i s that correct? 

A Yes, I think most of i t has. 

Q Do you have an opinion or not as to whether or not 

there has been gas capped gas i n each of these reservoirs? 

A You mean or i g i n a l l y , Mr. Smith? 

Q Originally. 

A Generally, I would say no, but there are possibly some 

locale exceptions. 

Q Isn't i t a fact that there are gas wells completed as 

such i n the Queens formation? A Yes, s i r . 

Q Isn't the Queens the lower formation? 

A Beneath the Seven Rivers. 

Q The Yates i s on top of the Seven Rivers. How much 

interval i s there between the Yates and the Seven Rivers? 

A The yates i s approximately 250 to 300 feet thick. 

Q 250 to 300 feet thick, you say? 

A Yes, s i r . 

Q Is i t direc t l y on top of the Seven Rivers or i s ther^ 

an impenetrable mass lying between the base of the Yates and t y> 

top of the Seven Rivers? 

A The Yates l i e s directly on the Seven Rivers. 

Q Well, i s there communication between the two? 

-98-



A I think through, probably through well bores and de

velopment that there i s , 

Q That i s what confused me, Mr, Bagwell, i t occurrs to 

me that i f a producing zone l i e s d i r e c t l y on top of another 

producing zone and without anything between them that there 

must be communication wouldn't that normally follow? 

A There are probably, within the Yates and Seven Rivers 

certain dense layers which would probably separate them, 

Q Is that continuous condition that would l i e throughout 

the entire field? 

A Yes, s i r , I would think so. 

Q Then, i f I follow your statement here, there are dense 

sections, t i g h t sections as the saying goes at the top of the 

Seven Rivers or at the base of the Yates? 

A I don't know whether there i s one direct l y at that con

tact or not, Mr. Smith. 

Q I beg your pardon. 

A I do not know whether there i s one direct l y at the con

tact between the Yates and Seven Rivers. 

Q I don't follow you. You mean the dense section? 

A This dense section that you are talking about, I don' 

know whether i t i s right at the contact between the Yates and 

Seven Rivers or not. 

Q You having stated there i s a dense section there, dee.3 

i t have any porosity? A A dense sectior' 

Q The dense parts, do they have any porosity? 
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k- I would say they had relati v e l y smaller amounts i n less 

dense sections. 

Q Do they have any permeability? 

A I would say they had less than re l a t i v e l y — 

Q (Interrupting) But there i s certain porosity and per

meability existing i n even the dense sections, isn't that right1 

A Probably very small amounts, yes, s i r . 

Q Isn't i t a fact that gas w i l l f i l t e r through almost 

insignificant porosities as distinguished from o i l which re

quires a much higher porosity i n order to get the movement throv 

the sands? 

MR. ADAIR: I would,: to properly answer that ques

ti o n , Mr. Smith, I think you ought to relate i t to time. 

MR. SMITH: I don't think, Mr. Adair, time i s a factor. 

Let the witness answer the question. He knows the answer. 

A I think what you said i s true. 

Q That leaves us then with t h i s situation, you say i t 

is dense enough that there couldn't be communication and yet 

you turn right around now and say there i s a po s s i b i l i t y . I 

presume I am drawing that inference from your testimony that 

there could have been f i l t e r i n g of t h i s gas through the 

fcpeeteastr&fca . as distinguished from going up the well bore aloi, 

A Yes, s i r , I think i n those dense sections that we are 

talking about the gas probably could f i l t e r through them but 

rel a t i v e l y . 

Q That being the case then, so far as gas i s concerner1 
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there would be communication^ between the Seven Rivers and the 

Yates? 

A I would think i t would be in lesser amounts than with

in the Yates or the Seven Rivers. 

Q In other words, we are talking now i l l terms of relative 

ly there would be communication but you don't think i t amounts 

to a great deal, i s that i t ? 

A That i s about i t . 

Q All right, now. Since we are talking in terms of 

relatively and we are talking about the fact this i s less, what 

do you consider to be greater? We have to have both ends of 

our formula together here, you see? 

A I would think i t would be greater within zones that 

have more porosity and permeability and are not separated by 

any dense sections. 

Q Have you examined corings from these various wells that 

Texas Pacific Coal and Oil Company has drilled? 

A No cores. 

Q No corings? A No. 

Q You have seen samples, though? A Yes. 

Q You have a personal knowledge then of the magnitude 

of the porosity and permeability as i t goes up and down the 

respective bores, i s that right? A Yes, s i r . 

Q Let's move on, we are going kind of slow here. Let';-; 

move down from the Yates and the Seven Rivers on down into the 

Queens. The Queens i s the zone from which you get most of thr 
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o i l , isn't that right? 

A I would say from the Seven Rivers and Queen. 

Q As I understand i t , the bottom one hundred feet of the 

Seven Rivers i s considered to be i n the o i l pool and the entire 

Queens i s considered to be i n the o i l pool, i s that right? 

MR. ADAIR: Just a minute. There i s no testimony 

with respect to that i n the record. 

MR.SMITH: We are having some now. 

MR. ADAIR: Are you asking that question? 

MR. SMITH: Yes, I am. 

A Would you restate t h i s , please? 

Q Let me ask you t h i s . So far as the o i l production i s 

concerned, the bottom one hundred feet of the Seven Rivers i s 

considered to be i n the o i l pool and the Queens, a l l of the 

Queens i n those portions where there have been completions of 

o i l wells as such? 

A I understood that i t was the entire Seven Rivers and 

the Queens i n the o i l designations. 

Q In the o i l designations, the entire Seven Rivers. 

Well, what i s your opinion as a geologist as to how much gas 

represented on the volumetric basis on a percentage wise basio 

also i s there i n the Seven Rivers with respect to the amount 

of o i l that would be in the Seven Rivers? 

A I think i n most areas, i t would be a very high r a t i o 

Q Fairly high ratio? A Gas - o i l . 

Q You say high r a t i o , you mean gas to oil? 
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A Yes, s i r . 

Q In the Queens, I presume there would be relatively 

low ratio in most of the area? 

A In most of the area. 

Q The question I am leading up to i s , then there i s 

communication between the Seven Rivers and the Queens, vertical 

communication? 

A Possibly in some places but I wouldn't say some over 

a l l . 

Q In jgoste of thepiaees there would be communication? 

A Yes. 

Q That condition i s quite often found in most o i l re

servoirs where you have stringer production and they are s t i l l 

recorded to be one continuous reservoir? 

A I f you had stringer production, I assume by stringers, 

there would be no communication between stringers. 

Q Certain separate zones but from a geological stand

point you s t i l l consider i t to be one reservoir? What I am 

getting to with dense zones here and there you sometimes have 

impeding of the flow of the o i l but i t i s possible for the oi". 

to percolate around and gradually get up and perhaps possibly 

be produced? A Yes, s i r . 

Q Then, i s i t your opinion in view of the testimony t u -" 

you have given this morning that a l l three zones can be con

sidered to be one reservoir? 

MR. ADAIR: By three zones, you mean the Yates, Severn 
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Rivers and Queens. 

MR. SMITH: I am talking about a l l three, the Yates, 

Seven Rivers and Queens. 

A At the present time in most places, I think that i s , 

you could say that. 

Q All right, Mr. Bagwell, 

MR. SMITH: Do you have this n#eriagr map showing the 

36 mile strip? 

MR.ADAIR: Yes, s i r . 

Q Now, Mr. Bagwell, in order to refresh my recollection 

a l i t t l e bit since I am a l i t t l e hazy, the area in gp&ett •- re

presents what? 

A I believe that i s the Eunice Monument Pool. 

Q That i s the Eunice Monument Pool? 

A Yes, s i r . 

Q Does i t have production from a l l three of the zones 

we have been discussing this morning? 

A I believe the designations on that i s Seven Rivers, 

Queens, Grayburg and San Andres. 

Q Well, there i s no communications between the Grayburg 

and San Andres and the Queens though, i s there? 

A Mr. Smith, I am not too familiar with that pool. 

Q That i s quite a l l right. Which area i s the Jalco Po<-1 

is that the one in blue here? 

A I believe that i s the Cooper Jal. 

Q I t i s the Cooper Jal Pool. Where does the Jalco g&p 
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Pool l i e on this map? A We have that— 

Q That i s on another map here? 

MR. ADAIR: Do you want to put that up on top of i t , 

you can see i t that way. 

MR. SMITH: All right. 

Q Which area — which Exhibit i s this? 

MR. ADAIR: 34. 

Q On Exhibit 34, which area now represents the Jalco 

Pool or field? 

A That i s the area that i s colored in pink or lavender 

whichever i t i s . 

Q That roughly corresponds as this overlay portrays 

with the boundaries of the Cooper-Jal Pool which i s an o i l fielc 

or o i l pool, i s that right? 

A Roughly, yes, s i r , i t overlays i t . 

Q Isn't i t a fact that the o i l wells in this area which 

is roughly 36 miles long are located on the east and west sides 

respectively and not in the middle? 

A Will you repeat that, please? 

Q Isn't the oil production encountered on the west sidf: 

of this entire area that has been under consideration and whirl 

i s colored on this Exhibit 34? 

A Most of i t , yes. There are local exceptions. 

Q Isn't there also o i l production on the east side of 

the same colored area on Exhibit 34? 

A Do you mean east of the yellow shaded area? 
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Q Well, yes, i t i s not clear over here but isn't the 

oi l production running clear down through here which i s roughly 

down through the middle of the yellow? 

A There i s o i l production in there. 

Q That i s right. All right, now, Mr. Bagwell, i f i t i s 

a physical fact that this actually a l l of these zones in this 

entire area have communications and i t could be considered to 

be one field, i f the gas reserves as contrasted with the o i l 

reserves are on a much higher or er of magnitude, wouldn't i t 

be better to call this a gas field with an o i l rim than to call 

i t an o i l field with a gas cap? 

A Mr. Smith, you have stumped me, your phrases there. 

Q Oh, my phrases? A Yes, s i r . 

Q Well, I gave you a hypothetical question. Let's get 

back to the one here. In your opinion, as a geologist and 

assuming from your testimony which i s indicated that there i s 

communication throughout the entire area that this i s one con

tinuous productive area, isn't the percentage of gas as con

trasted with the percentage of o i l in that area of sufficient 

order of magnitude that would cause this to be classified as a 

gas field with an o i l rim rather than an o i l field with a gas 

cap? 

A Mr. Smith, I think that since we do have a relativel" 

large gas column as compared with our oil column, I would be 

more inclined to call i t an o i l field with a gas cap. 

Q Well, in order to explore that statement of yours a 
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l i t t l e bit i t would be necessary for me to know a l i t t l e bit 

more about your ideas as to the order of magnitudes of the gas 

and the o i l . Do you have an opinion with respect to that mat

ter? 

A I think originally there was approximately eight hun

dred feet of gas column and probably around one hundred fifty 

feet of o i l column which had been distinguished by development 

in the well bore. 

Q You are talking now,of course, in general terms. I s 

that an average throughout the entire field or does that take 

into consideration the fact that in the center part of the 

colored area you wouldn't have any oil production, you have the 

gas production from the Queens? 

A Would you restate that please? 

Q Considering the fact that you have gas production from 

the Queens down the middle of this colored area s t i l l where you 

wouldn't have any o i l column at a l l did you take that into con

sideration in arriving at your one hundred fifty feet of oi l 

column as contrasted with eight hundred feet of gas column? 

MR. ADAIR: I have forgotten the question now. 

MR. SMITH: I don't think the witness has. 

MR. ADAIR: Would you read the question back? 

(Question read) 

A Yes, si r , I think I took that into consideration. 

Q In other words, i t i s your testimony that the respsc 

tive percentage of volumetric displacement in this combined 
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reservoir i s on the order of one hundred f i f t y to eight hundred? 

A Yes, s i r , i n the length of the respective columns. 

MR. SMITH: I have no further questions. 

MR. SPURRIER: Anyone else? Mr. Rhodes. 

By: MR. RHODES: 

Q I would l i k e to ask one question, have you noticed 

any tendency i n any of the producing formations here, shall we 

say thin down as they go over what you c a l l your reef reflectio: 

that i s , i s there any tlsrarfggout at the apex on thi s formation 

or on thi s so-called structure? 

A Yes, s i r , I believe i n some cases there i s slight 

thinning. 

Q A slight thin&ing? A Yes, s i r . 

MR. RHODES: That i s a l l . 

By: MR. MACEY: 

Q Mr. Bagwell, are you familiar with Bulletin 18 of the 

State Bureau of Mines and Mineral Resources, have you ever 

examined that book? 

A Not entirely. Certain portions of i t . 

Q Have you read the portion i n the book pertaining to 

the South Eunice Pool? 

A South Eunice? Yes, s i r , I believe I have. 

Q I believe you t e s t i f i e d that origi n a l l y i n t h i s arsfe 

around your Texas Pacific Coal and Oil Company wells and the 

Jalco Pool area also i n general that there was not a gas cap 

in the pool, that i t was an o i l pool. I am referring to three 
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questions which were asked you yesterday afternoon, two by Mr. 

Stahl and one by Mr, Dailey of Continental Oil Company which 

I believe i s in the record. 

A Would you restate i t for me? 

Q My question was this, I was under the opinion that 

yesterday you stated that the area around your leases in the 

South Eunice Pool originally was an o i l pool. I t was an o i l 

reservoir and that by drilling through i t and by communication 

of well bores in the area the gas migrated up structure so to 

speak? 

A As best I remember I think I said that originally I 

believed that the formations were separated, and that through 

development and by connections with well bores that they are 

now interconnected. 

Q What did the formations contain originally before they 

were ever tapped by any well? 

A I think i t was probably gas in the Yates and at least 

up Seven Rivers. 

Q In other words, i t i s your opinion that the pool ori

ginally was gas in a l l of the Yates and in the upper Seven Rr.-

vers» By upper Seven Rivers how much of the total Seven Rivir: 

A That I am just afraid I can't answer. 

Q Have you examined any cores on any of the wells dri'He 

on your leases? A No, s i r . 

Q Have you examined the completion records of any of the 

wells drilled on your leases? A Yes, s i r . 



Q Have you examined the completion records of the f i r s t 

well that your company drilled in Sections 6, 22, 36, mainly 

your State A, Account One, Number one? 

A Not the entire completion record. I was mainly con

cerned with the upper portion of the Yates and Seven Rivers. 

Q Where i s that well located structurally on the trend 

that runs roughly north and south through the area? 

A May I use this map to indicate? 

Q Yes, s i r . 

MR. KACJEXt We ask that the witness speak a l i t t l e 

louder, please. I am sorry I would like to correct the loca

tion. The well i s located in 21. I am referring to the Texas 

Pacific Coal and Oil Company Number One well located in the 

south west quarter of 21, 23, 36. 

A No, s i r , that well i s in Section 22. 

Q Where is that well located roughly on the structure? 

A On the structure? As shown by the Yates contour that 

well i s on the eastward flan& of what we have been referring t 

as the reef reflection that i s the lower eastern f lan&». 

Q How far off the apex of that structure and how far 

below that structure i s that well located from the standpoint 

of your contour map? 

A I t i s approximately one half mile east of the ape.̂  

of the reef reflection and you asked me how much lower struc

turally? 

Q Structurally, i t is? 
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A I w i l l have to count that. Approximately one hundred 

twenty-five feet lower. 

Q What was the t o t a l depth of that well and what for

mation i s i t completed in? 

A Total depth was f i v e thousand and ninety-five feet,, 

and i t was plugged back to 3620. I believe that would be the 

Yates and Seven Rivers. 

Q Was i t completed wholly within, was i t completed v.ith-

i n the bottom one hundred feet of the Seven Rivers or within 

the top one hundred feet? I am not trying to pin you down to 

the foot, I want to know approximately. 

A May I refer to our cross section we put on as an Ex

h i b i t yesterday? 

Q Yes. 

A According to our cross section the well was plugged 

back approximately serentyfeet above the top of the Queens, the 

Queen being as I remember pretty hard to define i n that area. 

Q What was the i n i t i a l potential of that well and when 

was i t completed? 

A Completed for seven million cubic feet and the date 

I do not remember. 

Q Wasn't i t one of the earliest wells that you drillc-d 

in the area since i t i s your Number One well? 

A Yes, s i r . 

Q I t was probably the f i r s t well wasn't i t or you pro

bably wouldn't have numbered i t Number One? 
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A I oppose so, I wasn't around at that time. 

Q I f that well was completed within seventy feet of the 

base of the Seven Rivers for seven million cubic feet of gas, 

doesn't i t stand to reason that at the time that well was com

pleted that there was a solid gas column from within seventy 

feet of the contact between the Seven Rivers and the top or 

the Yates? 

A Let me, on that completion data say a few more words.' 

Our casing, seven inch casing was set down at 4234 which would 

be below the Queen. Then, we plugged back to, I will havo to 

correct that, plug back to 3668 so, our portion of Seven River 

which i s one hundred feet above the Queen, in fact one hundred 

approximately one hundred sixty feet above the Queen i s not 

open, i t i s shut off by casing and the casing shelved with 

nitro glycerin, i t was shot with nitro. The lower most shot 

being 3560. 

Q Let me get this straight. You shot the casing with 

nitro glycerin? A Yes, s i r . 

Q Aren't you referring to the fact that the well war 

originally drilled to a total depth and then re-completed £.rd 

plugged back and the pipe run and that the hole was originallv 

shot in open hole sections and completed as a seventeen millio 

foot gas well before i t was completed and the pipe set in ther 

anri the hole re-completed? You certainly wouldnftfc shnt -nitro

glycerin off in the pipe. You might do i t to plug the well 

but you certainly wouldn't do i t to complete the well? 
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A Mr. Macey, I am not too familiar with the completion 

work on that well. 

MR.MACEY:In veiw of that, I would l i k e the Commission to take 

notice of i t s records on that particular well and to not^ the 

t o t a l depth of the well at the time i t was origin a l l y conplecec 

and to also note the fact that the well was completed as a 

seventeen mil l i o n foot gas well, considerably below the crest 

of the apex of the structure and that there was a solid gas 

column above the t o t a l depth of that well or the plug back 

depth of the well at the time i t was re-completed. That i s 

a l l . 

MR. SPURRIER: Anyone else? 

MR. SMITH: I have one or two other questions. 

By: MR. SMITH: 

Q Isn't i t a fact that on the west side of the Jalco 

Pool there i s a very active water drive? 

A Yes, s i r , I think there i s . 

Q Isn't the effect of that active water drive to move 

the o i l up structure as the gas i s withdrawn? 

A Yes, s i r . 

Q There i s a poss i b i l i t y since there are some wells 

completed i n that area that i n that zone that are both gas wel. 

and o i l wells, there i s a poss i b i l i t y that some of the gas 

wells may eventually become o i l wells? 

A That i s correct. 

Q And this migration could move across lease lines ~ 
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assume. There i s no impenetrable barrier with respect to that 

matter? 

A No, s i r , I don't think so. 

MR. SMITH: That i s a l l . 

MR. SPURRIER: Any one else? Mr. Rhodes. 

By: MR. RHODES: 

Q What would you say i s a major source of reservoir 

energy i n t h i s reservoir? 

MR. ADAIR: I object to that i f the Commission please 

That i s not proper cross examination. The question i s not 

within the scope of the direct examination. 

Q Let me ask another one then. Would you say the re

servoir was dipping more steeply on the west flank;, than on 

the east of the structure? 

A Are you referring now to the reef reflection or tho 

entire area? 

Q Let's take the structure as a whole, both to the 

west of the reef reflection and over i n your Lagunal area. 

Would you say that your structure i s dipping more steeply t> 

the west of the apex than to the east? 

A Yes, s i r . 

MR. RHODES: That i s a l l . 

MR. SPURRIER: Any one else? 

MR. FOSTER: May I be permitted to ask the witness 

some questions? 

MR. SPURRIER: Yes, s i r . 
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By: MR. FOSTER: 

Q Mr. Bagwell, you are familiar with the State-wide 

Rule 106, are you not? 

A Not by number. 

Q Well, the Rule provides that when you d r i l l an oil 

well or gas well through separate producing formations that i s 

not interconnected that you should seal those formations off 

in order to prevent communications between separate zones. Di< 

the Texas Pacific Company observe that Rule in completing i t s 

well? 

MR. ADAIR: I f the Commission please, in order to be 

a l i t t l e more specific. Please ask the witness what well you 

are referring to and the date i t was drilled and give the Com

mission the date of the Rules as you refer to them. 

MR. FOSTER: I don't know of any Rule that was passed 

I don't know when you drilled your well but I know you drilled 

some wells. The witness has testified that these formations 

are a l l separate. The Rules require for you to seal off these 

separate formations when you d r i l l through them so as to pre

vent intercommunication. 

MR. ADAIR: I object to the question. I t i s not with 

in the scope of the call of this hearing. 

MR. SPURRIER: We think i t i s , Mr. Adair. The witnes: 

will answer the question. Refer to your well f i l e s , i f you 

wish. You are talking about the Jalco Pool, aren't you? 

MR. FOSTER: Yes, I am talking about the area that i s 
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under consideration here? 

A Yes, I think we have shown on our cross section that 

our pipe was set above some of these producing formations. 

MR. FOSTER: That i s a l l . 

MR. SPURRIER: Any one else? I f no further questions 

the witness may be excused. 

(Witness excused.) 

MR. SPURRIER: Do you have another witness, Mr. Adair 

MR. ADAIR: I have some more evidence, i f the Commis

sion please. At th i s time, I would l i k e to offer i n evidence 

the testimony and the Exhibits which were offered by Mr. Stan

ley at the hearing the day before yesterday. We offer as Ex

h i b i t 54, a copy of the transcript of testimony of Mr. Stanley 

That i s the testimony i f the Commission please, where Mr. Stan

ley showed that the take-off residue gas i n Texas was direct l y 

effecting the take-off gas well gas i n New Mexico. We offer 

as Exhibit 55. 

MR. STAHL: I f the Commission please. Excuse me, 

Gene. Would i t be possible to have the reporter read Mr. Stsv; 

ley's testimony at th i s time? Some of us were not at the nomi 

nations hearing. 

MR. SPURRIER: I t i s not available, Mr. Stahl. 

MR. ADAIR: We offer as Exhibit 55, the circle per

centage platt prepared and introduced by Mr. Stanley and we 

offer as our Exhibit 56 the graph prepared and introduced by 

Mr. Stanley. 
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MR. RUSSELL: I f the Conunission please, we would like 

to tender into evidence at this time our Exhibits Numbers One 

through 56 including the subject numbers thereto. 

MR. SPURRIER: I s there objection to anyone of these 

Exhibits? 

MR. KELLAHIN: I assume that my running objections 

as regards the Langmat Pool will be entered into the record as 

regards the introduction of these Exhibits in behalf of Same

dan Oil Corporation? 

MR. SMITH: Since Mr. Stanley 1s testimony i s now a 

part of the record and I inquired yesterday as to whether or 

not he would be available for further questioning, I would lik 

to know at this time, Mr. Adair, i f Mr. Stanley could answer 

one or two questions, would i t interfere with your order of 

proof? 

MR. ADAIR: I would like to complete my case. You 

can put i t on in rebuttal i f you wish, i f that i s satisfactory 

with the Commission. 

MR. SMITH: I prefer to consider my interrogation as 

cross examination rather than rebuttal. I t i s a highly technj 

cal point. 

MR. ADAIR: I f the Commission please, this completer 

the presentation of evidence by the applicant at this time sub 

ject, of course,tothe right to offer rebuttal testimony and to 

make a final legal argument at the conclusion of the entire 

hearing. I am sure that the question has arisen in the minds 

-117-



of some of the members of the Commission as to why we are here. 

Why we asked for a rehearing, since the evidence in this Case 

shows that for January at least, the allowables set by the 

Commission are higher than the minimum take provisions of our 

El Paso contract which i s in evidence. That i s the question 

that I am sure i s in your minds as certainly legitimate ques

tion and I should like to try to answer i t at this time. In 

other words, how are we hurt? 

I f the Commission please, the Statutes of the State 

of New Mexico require that in any application for rehearing, 

from an order of the Commission,must be filed within twenty 

days after the date of that order. As the evidence shows we 

have a contract covering our gas in this area which goes for 

some sixteen years yet. I t i s impossible, of course, to de

termine in twenty days the effect within which we must f i l e 

our motion for rehearing. The effect of the Commission's or

der on our contract during the twenty year period or during 

the sixteen year period. 

I f we wait to determine the extent to which we may 

suffer property damage to our property rights and - corre

lative rights and our contract rights, i t would then be too 

late to appeal to the Commission or from the Commission on the 

order entered. That situation, I think, was highlighted at 

the hearing Wednesday, when upon application by one of the 

operators for an unorthodox unit, he was met by the objection 

that his request for an unorthodox unit came as a collateral 

-118-



attack upon the Conunission*s order establishing orthodox units. 

Right off the reel, of course, we are hurt by the 

loss as the evidence shows by the loss of three units of allow 

able. That by reason of the Commission's adoption of the 

orthodox unit that i t has adopted. To restore that reduction 

or to restore the production that we have lost and to restore 

us to the status that existed prior to January 1, 1954 when 

proration took effect would require the d r i l l i n g of three 

additional wells at a cost of some hundred and twenty thousand 

dollars. 

In our opinion the d r i l l i n g of those wells would be 

unnecessary, they would be unnecessary wells i n that the acrear 

that we had attributed to our present wells and which we have 

lost would be reasonably drained by the wells or by our pres

ent wells. That, i n i t s e l f , we think i s sufficient injury to 

us to j u s t i f y us coming before the Commission. Of course, you 

may say that the Commission can grant exceptions and restore 

that to us but before the Commission could grant us exceptions 

our time for appeal would have passed. 

The main thing, however, that worries us are the 

possible abrogations of our minimum take provisions of our 

contract somewhere during the sixteen year period based upon 

nominations by the purchaser. That i s his nominations or the 

allowable being set at a figure lower than our minimum take 

provision. Mr. Stanley's testimony showed the effect of takes 

i n other States upon takes of New Mexico gas well gas. That 
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did not come as any surprise to us, because as the Commission1s 

records w i l l show El Paso's takes of our gas i n 1953 as com

pared with 1952 from wells i n t h i s area were some t h i r t y per

cent less and had that same percentage carried on over into 

t h i s year, we would have already been below the minimum take 

provisions of our contract. 

S t i l l an equally jtagsorftafft' provision o f our coatswet, 

bear in mind that the testimony shows that these contracts are 

common to some one hundred and three wells i n the Jalco f i e l d 

alone, " i s the obligation of the purchaser to take or pay 

for low pressure gas. That i s gas above one hundred pounds 

pressure but below the pressure of El Paso's pipeline. Un

less the producers can go to the market with t h e i r low-pressur 

gas, those wells w i l l be shut i n . 

We fear that those provisions of our contract which 

are also take or pay for provisions maybe in time or could be 

abrogated by the Commission's orders and gas prorations. 

Finally, as the evidence shows we have quite a number 

of o i l wells i n the area. The Commission's records w i l l show 

that we have some four hundred barrels per day production. 

Some of those wells as the records w i l l show are producing o i l 

from formations up in the gas pool v e r t i c a l i n t e r v a l . Some 

of our wells are producing gas below the gas pool in t e r v a l . 

Some of our wells and i t was proper under the Rules of desig

nation are open, both above andbelow the gas pool interval 

designations. 
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We don't know how the Commission i n time w i l l classi

fy or reclassify those wells. We do know that i f we wait to 

see our time to appsel here would have passed. I hope that I 

have p a r t i a l l y at least answered some of the questions that I 

am sure are i n the minds of the Commission. We are suffering 

immediate damage and the loss of gas units. We feel that Jan

uary i s not a proper month being a winter month and historical] 

a high take month on a l l gas transportation f a c i l i t i e s , that 

January allowable alone or February allowable alone i s not the 

proper cr i t e r i o n upon which to determine what i s going to be 

done i n the future. 

In that connection, I might point out to the Commis

sion that setting an allowable that i s a permissive thing. 

They are not required to take that allowable. What they actua. 

take i s going to determine whether we are hurt or not and 

whether the State of New Mexico i s hurt or not. That i s a l l 

I have, thank you. 

MR. SMITH: You have no more evidence, Mr. Adair, not 

at this time? 

MR. ADAIR: Not at thi s time. 

MR. SMITH: Mr. Stanley, could you come around now? 

MR. SPURRIER: We w i l l take a short recess, Mr. Smith 

(Recess) 

MR. SPURRIER: Before you st a r t , Mr. Smith, Mr. Rus

s e l l reminds me that I did not accept the Exhibits and he want 

to make a comment about them. 
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MR. RUSSELL: I f the Commission please, i n addition 

to the Exhibits which we have offered, we have offered a l l of 

the transcripts at the pertinent hearings. I believe two of 

those transcripts refer to Exhibits which were before the 

Commission at those hearings and would l i k e to request that 

those Exhibits be made a part of the transcript under that 

number so there w i l l be a complete record i n the matter. 

MR. SPURRIER: Without objections they w i l l be ad

mitted. 

MR. KELLAHIN: I would l i k e my original objection and 

I would l i k e to have i t noted the Exhibits insofar as they re

late *to the Langmat Pool go beyond the scope of the hearing 

that Samedan i s without notice and hearing for opportunity to 

be heard i n t h i s case. 

MR. RUSSELL: I f the Commission please, I would l i k e 

to repeat that boundary line i s as much Jalco as i t i s Lang-

mats. Any Exhibit that shows the boundary l i n e , i f i t include 

Langmat as well as Jalco would necessarily be pertinent to our 

Case. 

MR. SPURRIER: We w i l l duly note the objections and 

the Exhibits w i l l be admitted. Now, Mr. Smith. 

MR. ADAIR: One moment, please, i f i t please the. 

Commission, I want to correct a statement that I don't know 

whether I stated i t incorrectly or not a minute ago. I stated 

that El Paso's takes of Texas Pacific's gas i n 1953 from gas 

wells i n t h i s area were some t h i r t y percent less than i n 1952. 
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I f I did not make i t clear, I meant that their average takes 

per one hundred sixty acre units were that much less. The to

t a l gas takes were close to the same. We had more wells on 

the line i n 1953 than we had i n 1952. 

MR. SPURRIER: Mr. Smith. 

(Mr. Stanley recalled as a witness.) 

By: MR. SMITH: 

Q Mr. Stanley, you are employed by the Commission here, 

I believe? A Yes, s i r . 

Q As an engineer. You know of course after being pre

sent that the testimony offered at the hearing on Wednesday 

with respect to gas allowables has now been adopted and made 

a part of thi s record? A Yes. 

Q I believe you have been present during the testimony 

that has been given by Mr. Bagwell too, have you not? 

A Yes, s i r . 

Q So, you are familiar with what he had to say? 

A Yes, s i r . 

Q Mr. Bagwell gave an estimate as to the order of magni 

tude of the gas with respect to the o i l which I believe was 

one hundred f i f t y to eight hundred or roughly f i f t e e n percent? 

A Yes, s i r . 

Q What i s your opinion with respect to that matter? 

MR. RUSSELL: I f the Commission please, I would l i k e 

to object to that question, that i t i s beyond the scope of 

the direct examination of Mr. Stanley and Mr. Smith has made 
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the point that he wishes t h i s to be cross examination. There 

was no reference to that. 

MR. SMITH: May i t please the Commission the highly 

technical point that he i s urging might be proper i n a Court 

but i n Commission hearings, I think that the Commission could 

very well l e t the point ride. 

He i s not objecting to the question 

being answered. He i s objecting to whether he i s my witness 

or his witness. Is that your point, Mr. Russell? 

MR. RUSSELL: I object to the question f i r s t . I t i s 

outside the scope of direct examination. 

MR. SMITH: Unfortunately we don't have the testimony 

here so we can't determine that matter right now. 

MR. SPURRIER: The Commission would l i k e to hear Mr. 

Stanley's answer. 

Q Well, I w i l l ask the question of you— 

MR. RUSSELL: I object to i t as a question on cross 

examination and request that he make him his witness for re

buttal purposes. 

MR. SMITH: Which comes back to the point I made a-

while ago. I don't think i t i s of any great consequence as 

far as the Commission i s concerned. 

Q W i l l you answer the question? 

A Can I elaborate a l i t t l e " , Mr. Smith. I think that 

primarily the Yates and Seven Rivers formation i s a gas fo r 

mation with the exception of local geology as we have previous

l y t e s t i f i e d before this Commission and a good example i s the 

-124-



Falby-Yates Pool. We do have an occasional o i l trap within 

the Yates and Seven Rivers formations. However, as a whole, 

I would classify the two formations principally as a gas pool. 

Q With respect to the Queens and the fact that Mr. Bag

well has t e s t i f i e d that there i s communication i n a l l three, 

would you lump a l l three together and classify them as a- gas 

field? 

A I think there i s communication between the Yates, 

Seven Rivers and Queens, therefore i n that statement I have 

classified a l l three pools. In order to better understand the 

problem, I think that i f we would go back to the history of 

the d r i l l i n g i n t h i s f i e l d , back i n 1928, I think when the 

f i e l d was f i r s t discovered, the operators themselves d r i l l e d 

for o i l and not for gas and that has been true, the o i l has 

been voided, there i s communication between a l l three zones 

and since a greater space has been voided, I think by the o i l 

that i s produced, we are primarily going to end up as a gas 

reservoir i n a l l three formations. 

Q With respect to the matters which have been injected 

i n this pool which indicate a rather tangled situation from 

an engineering standpoint and from a legal standpoint so far 

as contracts are concerned, would i t be a recommendation to 

the Commission to make further inquiry and studies into the 

best manner i n which t h i s problem should be handled? 

A I recommend that that study be made for classificatic 

MR. SMITH: That i s a l l . 
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By: MR. MACEY: 

Q In connection with your testimony which you made 

yesterday morning, you prepared an Exhibit more or less of a 

pie-shaped Exhibit showing the percentages of gas taken by the 

El Paso Natural Gas Company by residue gas, dry gas i n Texas, 

residue gas and dry gas i n New Mexico, i s that correct? 

A That i s r i g h t . 

Q I would l i k e you to b r i e f l y go over t h i s again be

cause Governor Mechem was not at the hearing on Wednesday, 

Give him the percentage of t o t a l Texas residue that was taken 

by El Paso during 1953? 

A Mr. Macey, i n conjunction with that graph, could I 

have the other graph? 

Q Yes, s i r . 

A I would l i k e to put i t up here on the board, please. 

Q First of a l l , I would l i k e you to with reference to 

this Exhibit, the round Exhibit i n relationship to the graph 

I would l i k e you to explain to the Commission what th i s per

centage represents? A A l l r i g h t . 

Q I am referring to the t o t a l Texas residue percentage <• 

MR. SPURRIER: Has that Exhibit got a number? 

A Yes, s i r , i t has. 

MR. ADAIR: In th i s particular case, the circle Ex

h i b i t i s Number 55. 

A Well now, f i r s t of a l l during t h i s discussion we were 

primarily concerned with El Paso Natural Gas Company's operati-
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i n the Jal area. In that Jal area and the figures furnished 

to me, El Paso Natural gas for the year 1953 had taken some 

four hundred and seventy four m i l l i o n nine hundred sixty two 

milli o n feet of gas. This area had served southeastern New 

Mexico principally Lea County and they also transmitted gas 

across the line from Texas into t h e i r Jal plants and, of 

course, treated that gas compressed i t and prepared i t 

for the western markets. I attempted i n t h i s respect to draw 

this pie-shaped a f f a i r as Mr. Macey called i t , to show you the 

relative percentage of the various sources of gas that El Paso 

takes. The t o t a l Texas residue gas which i s the white area 

i s 54.6 percent. The Lea County residue i s 21.4 percent. The 

Lea County dry gas i s 14.8 percent. Texas dry gas i s insigni

ficant i n the fact that i t i s only 1.4 percent and the Dumas 

dry gas i s 7.8 percent. Now, then I have t r i e d to relate t h i t 

percentage into a graph form by months for the year of 1953 

showing how t h i s gas i s taken by months. 

I t r i e d to bring up the point that the t o t a l residue 

gas from Texas i s dependent upon the o i l producing <etey& of 

Texas and whenever the o i l producing idasrasr are many, the 

residue gas i n Texas w i l l rise and we are at the mercy of the 

o i l producing =̂ &ys i n the State of Texas and El Paso Natural 

Gas Company having to have a f l e x i b i l i t y of operations i s ver; 

fortunate that they do have and are ti e d into huge dry gas 

reserves i n Lea County because as the residue gas take i s _ 

large, our dry gas production of course i s low. 

-127-



They use t h i s dry gas source of production i n the 

State of New Mexico as a cusMon for th e i r operations and the 

f l e x i b i l i t y that i s required. You can see that our dry gas 

curfe here i n New Mexico fluctuates seasonally i n one sense. 

I t also fluctuates by the residue gas take in the State of 

Texas. Now, during last Janaury and February, I brought out 

the point that they were running approximately eight m i l l i o n 

cubic feet of gas during that period, the curtoedecreased some 

in the summer months which was also due to demand and due to 

the residue gas take i n Texas and now has a tendency to i n 

crease starting with October through November, December. I 

am sure that i t w i l l be high during t h i s month of January. 

Q Mr. Stanley, i n connection with what Mr. Adair said 

i n his closing statement he referred to a minimum purchase 

contract, minimum take requirements of their contract with El 

Paso. Now, as the residue gas volume goes up our dry gas goec 

down, i s that correct? A That i s correc"! 

Q Now, you also noted the residue gas trend i n New 

Mexico looks f a i r l y even? 

A Yes, s i r , i t i s a f a i r l y stable curs©and also brought 

up the fac t , the fact that I brought up to ask the Commission 

to adopt a non-flare order, the Phillips gas plant i n the 

City Limits of Hobbs, I think i t should be distinguished,it 

i s wasteful. We are now enjoining a great network of pipe

lines system being introduced into the State, I think that thr 

non-flare order should be adopted by the Commission. 
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Q I f the Commission were to adopt into i t s allocation 

formula a minimum allowable on a well. That i s i f the mini

mum allowable as set by these contracts as Mr. Adair t e s t i 

f i e d or stated, I should say, they were approximately 85 per

cent of the wells i n the pool operated under that contract 

i f the Commission were to establish a minimum formula of ap

proximately f i v e hundred f i f t y thousand which I believe i s 

what the contract says. I t i s a take or pay proposition. I f 

we absolutely require El Paso Natural to take that gas and 

the i r demands reach the stage where they could not take that 

gas, wouldn't they have to f l a r e some residue gas and take 

the dry gas? 

A I see no other alternative. 

Q Wouldn't that be waste? 

A I t would be waste. 

Q Therefore, i s i t your opinion, that a minimum take 

requirement even though i t be i n effect right at the present 

time i n contracts i s not part of a prorationing system of gas 

in New Mexico? 

A Under the present Rules and Regulations, I would say 

Mr. Macey, unless they were changed. Under the present sys

tem. 

Q Do you know of any way you could put i n a minimum 

allowable and be absolutely sure there wouldn't be any waste 

involved? 

A I don't know. I don't know. 
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MR. MACEY: That i s a l l the questions I have with 

reference to these two Exhibits. 

A I might say off the record on th i s Phillips gas line 

plant. 

(Off the record.) 

MR. SPURRIER: Does anyone else have a question of 

Mr. Stanley? Mr. Kelly*. 

By: MR. KELIIf; 

Q Mr. Stanley, i n answering Mr. Macey*s question i n 

which he said that i f the minimum take provision of f i v e hun

dred f i f t y thousand a day was placed into anorder and El Paso 

found that they would have to either one, reduce th e i r dry 

gas take below the minimum take provision or " tswcfc f l a r e 

casinghead gas, you answered that i f they went to f l a r e casing 

head gas that would constitute waste, did you not? 

A Yes, s i r . 

Q In your opinion, i f El Paso cut th e i r dry gas take tc 

below the five hundred f i f t y thousand per day, le t ' s say down 

to f i f t y thousand feet per day which would return to the 

operator a very small sum of money? A Yes, s i r . 

Q And would not allow the operator to pay our his i n 

vestment i n the dry gas well, would you not think that would 

constitute economical waste as far as dry gas wells are con

cerned? 

A I think so. I always have believed that an operator 

should get his f a i r return of money on any investment that he 

makes. 
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Q Therefore the Commission should take into consideration 

economical waste i n allocating dry gas? 

A Yes, s i r , I think that i s true. 

MR. KELLY: Thank you. 

By: MR. MACEY: 

Q In connection with what Mr. Kelly has just said. You 

have made a study of El Paso's take during the past year of the 

Permian Basin, have you not? 

A No, i n t h i s particular area. I am not familiar with 

a l l their operations but I am familiar somewhat with their 

operations i n the Jal area. 

Q Are you familiar with the producing figures of gas 

wells i n the Jalco Pool, for example? 

A Somewhat, yes, s i r . 

Q Do you know of any instances where their average take 

on a good gas well, I am talking about an average gas well i n 

the pool, i s capable of meeting the maximum requirements of 

take, do you know of any instances where the production went 

down to f i f t y thousand cubic feet per day on the average? 

A No, s i r , I believe that El Paso has always taken 

considerably more gas than that. 

Q Do you know of any reason why they should cut down to 

that extreme f i f t y thousand? 

A No, s i r , of course, what could actually happen would 

be that there would be a large demand for o i l , that i f the Stat 

of Texas adopted say t h i r t y day producing at any time;1I would 
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perhaps during the summer months some of the gas wells may be 

shut i n under those extreme conditions. 

Q In the winter months they come back on, would they not' 

A Yes, s i r . 

MR. KELLI: I n that connection, i f i t please the Com

mission, I did not say that the El Paso ever got down to f i f t y 

thousand. 

MR. MACEY: I didn't say they did. 

MR. KELLY: They could get down to f i f t y thousand as 

shown by a graph placed i n the record and I believe by the El 

Paso Natural Gas Company i n one of the cases that Mr. Adair 

referred to El Paso, showed their t o t a l take by years, over a 

period of years, they showed that t o t a l take increasing by 

years but they also showed on the same graph that their percen

tage take of dry gas by years was a decreasing factor. I am 

afraid i f you would project that ctastte of dry gas into the f u 

ture then, i t i s possible that the take of dry gas would get 

below the economical l i m i t taat i s necessary for the producer 

to have i n order to go out and develop dry gas reserves i n New 

Mexico. I believe that gas i s i n the record. 

MR. SPURRIER: Mr. Stahl. 

By: MR. STAHL: 

Q Mr. Stanley? A Yes, s i r . 

Q You t e s t i f i e d i f the Commission set a minimum allowabl 

of f i v e hundred f i f t y thousand MCF per day that i n instances 

where El Paso could not take that much they would have to fl a r e 
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residue gas. You said that would be waste, do I recall your 

testimony correctly? 

A Yes, s i r , Mr. Stahl, I believe that any gas that i s 

burned and not utilized could be sold as waste. 

Q Mr. Stanley, i s i t within your knowledge that Southern 

Union and Permian Basin Pipeline Company are both taking dry 

gas out of Lea County, New Mexico at this time under purchaso 

contracts with various operators? A Yes, s i r . 

Q I f those purchase contracts provide a minimum take of 

less than five hundred fifty thousand, i f the Southern Union or 

the Permian contracts or any of them provided for a minimum 

take or pay of less than five hundred fifty thousand, in your 

opinion i f the Commission went to setting a minimum allowable 

would they not have to set the minimum allowable for Lea County 

or for a particular pool at the lowest of any of the contracts 

of the three companies? 

A Well, Mr. Stahl, I think that that question, I would 

rather not answer because I am not familiar enough with con

tracts and other related matters pertaining to the contracts. 

I think that would be administrative or perhaps a legal techni

cality. 

MR. STAHL: Thank you. 

MR. SPURRIER: Any one else? Mr. Woodruff. 

^ : _ WI. ®©DRUFF: I would like to make a statement. 

, I am Norman Woodruff with E l Paso Natural Gas Company. 

Since our general type of contract utilized in Lea County has 
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been mentioned also submitted in the previous hearing as dis

cussed yesterday by Mr. Adair. I would like to point out that 

in the normal type contract which I believe also i s typical of 

Mr. Adair's contract or the one with Texas Pacific in Article 

11, respective thereof that said minimum average shall be avera 

ged over each calendar year. Or the applicable portion there

of that the well i s or could be connected to buyer system for 

only a part of the calendar year under consideration. I be

lieve this portion of the contract provides that E l Paso fluc

tuates their takes from dry gas wells during the year so long 

as the average during the year i s at least the minimum prescri

bed in the contract. Further, not being entirely familiar with 

the graph mentioned by Mr. Kelly indicating percentages of take 

from the various sources that supply E l Paso Natural Gas Compan 

from the Permian Basin area, I can only draw a conclusion. 

However, he referred to the graph as indicating a per

centage of take from the various areas. Since E l Paso's de

mand has increased considerably and has increased considerably 

in recent years a percentage could very well decrease without 

meaning that the total volume taken i s also decreasing. I be

lieve that probably our records would show on production that 

there has been no essential overall decline in the take of gas 

on an average for the year out of the Lea County area in re

cent years. Thank you. 

MR. SPURRIER: Anyone else have a question of Mr. 

Stanley? 
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MR. MACEY: I want to ask Mr. Stanley some questions 

not relating to these graphs but I think in as much as Mr. 

Stanley i s Mr. Smith's witness and he brought him in here to 

testify in relation— 

MR. SMITH: (Interrupting) I would like to object to 

the statement he i s my witness. He i s the Commission's witness 

MR. MACEY: He was brought to the stand at your re

quest, i s that correct? 

MR.SMITH: That i s correct. 

MR. SPURRIER: Do I understand you want to bring Mr. 

Stanley on as your witness for direct examination? 

MR. MACEY: That i s right. 

DIRECT EXAMINATION 

By: MR. MACEY: 

Q Mr. Stanley, are you a graduate petroleum engineer? 

A Yes, s i r , I am. 

Q Have you drilled wells, operated wells in the Jalco or 

Cooper-Jal Pool area? 

A Yes, s i r , I drilled wells, was in charge of the d r i l l 

ing operations and completion of a number of wells in the gen

eral area for Anderson Pritchard Oil Corporation. 

Q Mr. Stanley, are you familiar with the general reser

voir conditions in the Jalco and Cooper-Jal Pools? 

A I have a working knowledge of the working conditions 

in the Jalco Pool. 

Q I s i t not a fact that a great number of the wells pro-
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ducing in the Jalco and Cooper-Jal Pools produce large volumes 

of water? 

A Yes, s i r , on the west side they do produce larger 

volumes of water. 

Q Mr. Stanley, in connection with the production of the 

gas in the pool you stated that you thought that the entire re

servoir was connected, i s that correct? 

A I do. 

Q You think that there i s gas producing in the top of 

the upper portions of the structural area and o i l on the flarjg^ 

i s that correct? A That i s correct. 

Q All right now, i f the gas i s pulled off of the top of 

the structure in excess amounts what will happen to the oil? 

A I t will get a greater encroachment of water from the 

west side as we void the spaces now occuppied by o i l and gas. 

Q You think that the excessive production of gas would 

tend to decrease the ultimate production of the oil? 

A I think that i t would. 

Q In order to clear the record, will you state what the 

productive zones as defined by this Commission are in the 

Cooper-Jal Pool? 

A In the Cooper-Jal Oil Pool? 

Q Yes, s i r . 

A Yates, Seven Rivers and Queens. 

Q Are you sure about that? 

A No, not the Queens, excuse me. 
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Q Isn't i t a fact that there are local areas where the 

Queen i s productive within the defined limits of the Cooper-

Jal Pool? 

A I believe that i t i s . 

Q There are a few local conditions that might be conside 

A Yes. 

Q When you are talking about that area, you are talking 

about a l l three zones, i s that correct? 

A That i s correct. 

Q Are you familiar with the sum of the production fig

ures on leases in the South Eunice Jalco Pool area. I say both 

of them because there i s a question as to whether there i s or 

isn't a pool? A Yes, s i r . 

Q I want you to look at these figures at the bottom of 

this sheet and t e l l the Commission the approximate monthly pro

duction of this well and identify the well? 

A All right. Mr. Macey has special reference to the 

City Service Oil Company, their Claussen leases located in 

Section 6, 16 and 20 in Township 22 South, Range 36 East. These 

figures as I read are for 1953 and are indicated as dry gas 

production. There are four wells listed here Cl&MasenNumber 

One, Claussen A Number One, the Claussen A Number 3 and the 

Claussen B Number 6. Now, on the Claussen One in viewing those 

figures and I assume they are indicated as MCF, are they not, 

Mr. Macey? 

MR. MACEY: That i s right. 
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A During the entire year their average monthly production 

as I scan these figures i s approximately ninety m i l l i o n , ex

cuse me, correction, approximately ninety thousand MCF per 

month for the year on the Number One well. On the A-Number 

One, they increased considerably i n the average monthly pro

duction for the Clausen A Number One i s i n the general neighbor

hood of approximately two hundred thousand MCF per month. That 

is also true of the A Number 3 and the Clausen B Number 6 w i l l 

average, well i t s average i s so variable that I would rather 

not read i t into the record unless I had a calculator to figure 

i t . 

Q A l l right now, Mr. Stanley, immediately above that 

tabulation you w i l l f i n d some Texas Pacific Coal and Oil Com

pany wells. A A l l r i g h t . 

Q Is there any well l i s t e d i n that tabulation i n Sec

tio n £? 

A Yes, s i r there i s a State A Account Number Two Well 

Number 41. 

Q I want you to go to the wall and refer to those two 

sections and t e l l me i f that well doesn't offset the City Ser

vice wells that you just talked about? 

A A l l r i g h t . Yes, s i r , now Sections 5, 43, 36 i s 

indicated by the information furnished to me by Mr. Macey are 

the Texas Pacific Coal and Oil State Account Number Two Well 

Number 41 does offset the City Service Clausen wells i n questic 

Q A l l r i g h t , are there not also wells i n Section 7 

-138-



operated by Texas Pacific which are south offset to the Clausen 

lease i n Section 6 and offsets i n Section 18. 

A Yes, s i r , that i s correct. 

Q Would you read for the Commission's benefit the t o t a l 

production for the year 1953 from the Number 41 well? 

A The t o t a l production i n MCF for the Texas Pacific Coal 

and O i l Company State A Account Well Number .41 i s five-hundred 

seventy-one thousand-nine hundred-seventy-nine MCF. 

Q You show a production record of eleven months, i s that 

correct? A That i s correct 

Q Approximately how much a month i s /fca&fe account? 

A Well, now that average i s variable. 

Q Just divide by 11. 

A Approximately f i f t y thousand MCF per month. 

Q They are directly offsetting some wells that produce 

considerable volume of gas greater than that? 

MR. RUSSELL: I t appears that t h i s lin e of testimony 

i s going into a question of ©orrelatise rights;, .a. That ques

t i o n i s not before the Commission on thi s rehearing. Any evi

dence with reference to correlative - rights that may be 

brought out cannot be properly considered by the Commission i n 

support of the original order. 

MR. MACEY: I haven't mentioned the word correlative' 

rights. I might state I don't intend to mention them 

MR. RUSSELL: Nor refer to them. 

MR. MACEY: With reference to these wells, I am not 
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going; to refer to the word correlative r i g h t s . 

MR. SMITH: I believe the application of Texas and 

Pacific sets f o r t h that one of the seasons f o r - rehearing i s 

that there i s no evidence as to -correlative rights-. ̂  . 

MR. RUSSELL: I f the Commission please, that i s per

f e c t l y correct. We take the position at t h i s rehearing t h i s 

Commission cannot receive into evidence or consider any t e s t i 

mony or evidence on waste or oxmrQlstabm. '<rckglitis3' : other thar 

what was in the o f f i c i a l record of the hearings on which the 

order was based. I t i s a general principle of administrative 

law that they cannot consider anything outside of the record. 

Anything new that i s or may be offered at t h i s time i s i r r e l e 

vant. 

MR. MACEY: Mr. Russell, was your testimony as to the 

structure or anything else i n the record of the previous hear

ing? 

MR. RUSSELL: That i s i n support of our case, not i n 

support of the Commission's order. That was entered sometime 

ago. We are attempting to i n effect erase the l i n e not make 

i t . 

MR. SPURRIER: The witness may proceed. What i s the 

source of these figures, Mr. Stanley? 

A They are a l l Oil Conservation Commission figures. 

O f f i c i a l records requested by the different companies that are 

required to f i l e these forms. 

MR, SPURRIER: Very well. 
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A Getting back to the question i n averaging the Texas 

Pacific well i n question. I said that the approximate average 

was f i f t y thousand to one or f i f t y thousand MCF per month as 

compared for some two hundred thousand for the offset wells of 

City Service. 

Q Mr. Stanley, i n connection with the Commission's de

f i n i t i o n s of waste, I am going to hand you t h i s for the sake oi 

brevity and l e t you read t h i s underscored portions. 

A I am reading from the Statutes of the State of New 

Mexico, Section Two, paragraph A, Underground Waste. "As thos-

words are generally understood in the o i l and gas business an 

in any event to embrace the i n e f f i c i e n t excessive or improper 

use or dissipation of the reservoir _v'.. energy including 

gas energy and water drive of any pool and so f o r t h . " 

Q Fi r s t of a l l , you think i t i s the improper use : 

of reiservoir energy for one operator to produce, approx: 

mately four times the amount of gas that his offset does? 

MR. RUSSELL: I would l i k e to renew my objections. 

Any of that testimony i s immaterial to th i s hearing. There i s 

no evidence that that was before the Commission at the other 

hearings on which the order was based and can't be considered 

at this time. In our Case i n chief we entered certain Exhibit, 

which was primarily for the purpose of showing the improper de« 

lineation of the pools. We opened that question. That i s 

subject to rebuttal at th i s hearing. We offered no evidence 

of any nature of waste or correlative rights and i t i s 

improper for anyone else to introduce them at t h i s hearing. 
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I t can serve no purpose. I would l i k e to renew my objections 

to t h i s or any other testimony to that effect. 

MR. SPURRIER: The objection i s overruled. 

MR. RUSSELL: May I have a continuing objection to 

a l l questions or testimony relative to waste and ^na^ifi-tive 

jrighfes* ^ . 

MR. SPURRIER: Certainly. 

Q Now, Mr. Stanley, i n connection with the Clausen wellt 

you are not particularly saying that they are being produced a 

excessive rates, are you, i s that correct? 

A No. We are just comparing production with offset 

operators. 

Q You don't know i f they are producing excessively or 

not? You would have to make a further study? 

A Would have to make a further study of reservoir 

characteristics of the two wells, t h e i r capability, the effect, 

of water which might be prevalent i n that area. I think for 

the record that City Service i n some instances on the Clausen 

leases i s now troubled with water. 

Q I f you had a gas column and you were moving water up 

structure, wouldn't the o i l come before the water? 

A Yes, s i r , i t should unless you had QomtiMg 3JKi 

included the o i l entirely from the well bore by excessive pro

duction and not the proper use of reservoir energy. 

Q I f you got the water pulled into the well that would 

be an evidence of coning, i s that coi*re,etT 
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A That i s correct. 

Q Is that wasteful? 

A Yes, s i r , i t sure i s . 

Q Is there any evidence that there i s water production 

from these gas wells on the Clausen lease? 

A There i s . 

MR. SPURRIER: Let's have your attemtion up here. 

A There i s . 

Q Mr. Stanley, getting on to another subject. You 

served as secretary to the Committee which was appointed by thr 

Commission to devise the gas rules which resulted i n the stand

by rules, i s that correct? A That i s correct, 

Q At the same time as that Committee was formed, were 

there not two Committees formed, one to study the pool rules 

and one to study the delineation of the pools, also? 

A That i s correct. I think that Mr. H i l l and the Com

mittee i t s e l f as a part of the i r work and in the administratior 

f e l t that that was necessary and appointed two separate Com

mittees to study each problem separately. 

Q Was each company that was represented of the ten re

presentatives, was each of them a member put on each committee': 

A Yes, to the best of my knowledge. 

Q Texas Pacific was on that Committee, were they not? 

A I believe they were. 

Q They were given the opportunity to serve on the pool 

delineations Committee to the best of your knowledge, i s that 

correct? 
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A That i s correct. 

Q Do you know of anything that they put into the min

utes of the meeting pertaining to the delineation of the Jal

co Pool at the time that the Committee was working on the Rule, 

and delineations? 

A I recall that they did not. 

MR. MACEY: That i s a l l I have. 

MR. SPURRIER: Anyone else? 

MR. RUSSELL: I f the Commission please, I would l i k e 

to ask i f we maybe permitted to cross examine Mr. Stanley with 

out waiving our objections as to the immateriality and rele

vancy of his testimony and save our objections? 

MR. SPURRIER: Certainly. We w i l l take a fi v e minute 

recess. 

(Recess) 

MR. SPURRIER: The meeting w i l l come to order, please 

Mr. Russell. 

MR. ADAIR: Someone else can have him f i r s t i f they 

want him. 

MR. SPURRIER: Does anyone desire to question Mr. 

Stanley? 

MR. ADAIR: I have one question i f the Commission 

please. 

By: MR. ADAIR: 

Q Do you know whether or not the City Service Clausen 

wells, whether or not they are presently producing gas, that i i 
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since the f i r s t of the year? 

A I don»t know whether they are or not, Mr. Adair. I 

do know that they produced gas during the year, 1953. 

Q Would you say they were classified as gas wells? 

A Yes, s i r . 

Q Then, why do they not appear on the gas proration 

schedule? 

A Well, am I right on that? Mr. Adair, may I relate 

on that? 

Q Yes, give the facts to the Commission. 

A Those particular wells i n question are connected, I 

believe, to the United Carbon Company and there was some dis

cussion before t h i s Commission that United Carbon Company wan

ted to exclude those particular wells of City Service from the 

proration schedule u n t i l such time as the Commission could de

cide upon their disposition and inform a l l the parties i n ques 

t i o n . I do think I may be wrong, I do think that the Commis

sion has f i n a l l y disposed of t h i s Case, have you not? Here 

is a l e t t e r dated January 19, 1954, you want me to read i t i n 

to the record? 

MR. ADAIR: I would l i k e to see i t f i r s t . I have no 

objections to your reading i t into the record or you can state 

to the Commission what i s i n i t . 

A I never have read the l e t t e r myself. I would assume 

that both l e t t e r s are identical, are they not? One i s address 

ed to United Carbon Company and the other i s addressed to City 
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Service Oil Corporation or Oil Company. I believe these 

lette r s are not alik e . 

Q I didn't read t h i s one. 

MR. MASBEY: I f the Commission please. H. MneiSey 

with the City Service Oil Company. I think that due to the 

date on thi s directive and i t s relative connection with t h i s 

particular case that we w i l l object to those being entered as 

evidence. 

MR. ADAIR: We arte not offering them i n evidence. I f 

i t was considered that we were offering them i n evidence we 

w i l l withdraw the offer and l e t someone else tender them, i f 

they do want them. 

MR. MACEY: Those l e t t e r s are a matter of Commission'; 

records. Those are just copies of the l e t t e r s . I think the 

Commission can take recognition of any of i t s records and re

ports at any time. I think i t v i t a l to t h i s case. I don't 

think i t i s a reflection on anybody. 

MR. SPURRIER: Read the l e t t e r , Mr. Stanley. 

A "This l e t t e r i s written by the O i l Conservation Com

mission, Santa Fe, New Mexico signed by W. B. Macey, Chief 

Engineer, directed to City Service O i l Company, Hobbs, New 

Mexico, and also copies to go to United Carbon Company, I n 

corporated, Eunice, New Mexico, the O i l Conservation Commissio 

at Hobbs, New Mexico and Fletcher A. Catron, attorney i n Santa 

Fe, New Mexico. City Service Oil Company, Hobbs, New Mexico, 

Gentleman; Reference i s made to our discussion of December, 
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1953 pertaining to the use of gas from your Clausen, Clausen 

2 and Clausen B leases i n Sections 6, 18, and 20 of Township 

22 South, Range 36 East, Lea County, New Mexico by the United 

Carbon Company. An examination of our records reveals that 

the following wells are producing from the Jalco Gas Pool and 

must be produced and prorated i n accordance with the Rules and 

Regulations governing the Jalco Gas Pool. Clausen Well Number 

One in the north west quarter of the southeast quarter of Sec

tion 6, Township 22 South, Range 36 East. Clausen A Well Num

ber One-A i n the northeast quarter of the northeast quarter of 

Section 18, Township 22 South, Range 36 East, Clausen A Well 

Number 3-A northeast quarter of the southeast quarter of Sec

t i o n 18, Township 22,South, Range 36 East, and the Clausen B 

Well dumber 6-B i n the southwest quarter of the northwest quar

ter of Section 20, Township 22 South, Range 36 East. Two 

wells operated by City Service and located i n the Clausen lease 

are not producing from the productive l i m i t s of the Jalco Pool 

and are therefore not subject to proration at this time. Pleat 

bear i n mind that there i s a pos s i b i l i t y that these wells may 

be prorated i n the future. These wells are as follows: Clause 

Number 4 i n the southeast xspaarter of the southeast quarter of 

Section 6, Township 22 South, Range 36 East and Clausen Number 

8 i n the northeast quarter of the northeast quarter of Section 

6, Township 22 South, Range 36 East. The reason that these 

two wells are not considered as producing from the Jalco Pool 

i s because our records reveal that.they produce from a zone i n 
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a lower Seven Rivers and the Jalco Gas Pool i s defined as 

being productive from the Yates and a l l but the lower hundred 

feet of the Seven Rivers. The Number Four Clausen i s produc

ing from a f i f t y foot Section 2500 to 356*9 i n parenthesis the 

top of the zone 3500 being eighty nine feet above the base of 

the Seven Rivers. The Number A Clausen i s producing from a 

22 foot interval." 

Parenthesis "3502 to 3542 being 98 feet above the base 

of the Seven Rivers. Your January production w i l l be consider 

ed as being produced against your allowable assigned. Please 

furnish our Hobbs office the required plats and well informa

tion as required by Order Number R-368-A. We are instructing 

the proration department to assign the allowable on these four 

wells effective January 1, 1954. We are enclosing a copy of 

a l e t t e r being sent to the United Carbon Company. Very t r u l y 

yours and as previously mentioned signed by W. B. Macey, Chief 

Engineer." I believe that the other l e t t e r i s different. I 

don't know. You want me to read i t into the record? 

MR. SPURRIER: Yes. 

A This l e t t e r i s addressed to United Carbon Company, 

Eunice, New Mexico. 

Q Pardon me, Mr. Stanley, i n the interest to save time, 

the reference i n the l e t t e r to the wells i s the same as in the 

other l e t t e r . The only change i s i n the heading of the o r i g i 

nal l e t t e r and the last two paragraphs, I believe. 

A I w i l l read the last two paragraphs of t h i s l e t t e r 

-148-



addressed to United Carbon Company. "Therefore i t w i l l be 

necessary for you to nominate your requirements of gas from 

these wells and i f your requirements are such that you w i l l 

have to obtain additional gas , you w i l l have to make other 

arrangements to obtain t h i s gas from another source. We rear* 

l i z e that t h i s w i l l seriously c u r t a i l your operations but t h i s 

situation has created very serious inequities and must be cor

rected. For your information we are enclosing a copy of a lette: 

which we are sending to the City Service Oil Company pertain

ing to th i s matter. Very t r u l y yours, W. B. Macey, Chief Engi 

neer." 

MR. ADAIR: What i s the v e r t i c a l i n t e r v a l , Mr. Stanle 

of the producing horizons i n the Jalco Gas Pool as delineated 

by the Commission? 

A The Yates and a l l of the Seven Rivers but the last 

one hundred feet. 

Q In your opinion based upon your studies or i s not the 

Jalco Gas Pool improperly delineated from the v e r t i c a l stand

point?:? 

A Mr. Adair, I have accepted these delineations by the 

recommendation of the people that worked on thi s particular 

problem. I , myself, have not studied the situation and th^r^-

fore cannot answer your question. 

Q Do you know of any permeability barrier that existr 

throughout the Jalco Pool at exactly one hundred feet above 

the base of the Seven Rivers? 
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A I haven*t studied that question. 

Q S t i l l you were competent apparently to say that you 

thought that the Seven Rivers and the Yates formations and 

Queens were a l l one reservoir? A Yes, s i r . 

Q Then, i f they are a l l one reservoir then the pool i s 

improperly delineated, isn't that correct? 

A From the v e r t i c a l l i m i t s . I would l i k e to go along 

with Mr. Smith i n thinking that I would l i k e to study and I 

'̂may'- change my thinking personally. 

Q I f you t e s t i f i e d that the Yates, Seven Rivers and 

a l l constitute a single reservoir? A Yes. 

Q To the extent at least that a pool delineated within 

that reservoir i t i s not a common source of supply, i s i t ? 

A That i s r i g h t , i f they are a l l classified as one 

producing zone i n actuality that would be r i g h t . 

MR. ADAIR: That i s a l l I have. 

MR. SPURRIER: Anyone else? Mr. Macey. 

By: MR. MACEY: 

Q Mr. Stanley, do you think i t i s possible for anybody 

to absolutely and positively define the exact l i m i t s of an oi. 

or gas pool or an o i l and gas pool? 

A Well now, i f you have special reference to these ga.~> 

pools that are located i n th i s particular area as shown on t;r 

Exhibit on the board i t would be a very d i f f i c u l t thing to do 

Q Are you aware of provision i n the Statute and I am 

referring to Section 10, paragraph 12, I would l i k e you to re? 

that. 
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A "To determine the l i m i t s of any pool or pools pro

ducing crude petroleum or natural gas or both and from time to 

time to redetermine such l i m i t s . " 

Q Don't you think that that i s broad enough that the 

Commission has the power to determine a pool l i m i t and de« 

lineate i t as such and to redetermine i t i f the facts are pre

sented i n the proper case at the proper time? 

A Yes, s i r . 

MR. SPURRIER: Anyone else? I f not the witness may 

be excused. 

(Witness excused.) 

MR. SPURRIER: Mr. Adair, the Commission would l i k e 

to know i f you have a witness that can t e s t i f y as to the sourc 

of energy i n the Jalco Pool? 

MR. ADAIR: I don't have a witness, no, s i r , I do not 

Not properly qualified to t e s t i f y as to the source of energy 

within the areal extent of the Jalco Pool, I do not. I don't 

believe, if the Commission please, that i s within the scope 

of the c a l l of this hearing. 

MR. SPURRIER: Now, we might come to that point. In 

your application for rehearing you mentioned the Commission"? 

authority i n Section 2-A, you also say i n B of 2-B that is 

that the Commission i s without authority to prorate gas f o ^ th 

sole purpose of protecting -©orrelative r i g h t s , < , So, yov. 

have mentioned - correlative righted 3 and there i s no eviderx 

in the record to indicate the abuse of '.correlative rights*." - 1 
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There i s no evidence i n the record, that was paragraph C, t h i s 

i s paragraph D. There i s no evidence i n the record to estab

l i s h that there i s waste from the gas wells of the Jalco Pool. 

There i s no evidence that waste w i l l be prevented. Do I under 

stand since you have objected to testimony on waste and cor* 

r^ela-titte rights that the only paragraph that you are really 

talking about or that you are bringing forward i n t h i s case 

is paragraph H which says, "Finding of fact Number f i n Order 

Number R-368-A i s a finding that the Commission has not prior 

to the undertaking of proration of gas evaluated and delineate; 

the actual productive l i m i t s of the Jalco Gas Pool which i s 

a prerequisite of such order." In other words, your only 

point i n t h i s rehearing i s the delineation of the pool? 

MR. RUSSELL: No., s i r , Mr. Spurrier, the entire mat

ter insofar as the application for rehearing i s concerned i s 

based upon the authority of the Commission to issue a proratic 

order under the facts which were before the Commission at the 

time that the Order was entered. 

That i s the question of law. That the Commission i s 

without authority to issue proration for the sole purpose of 

protecting corrBiative r i g h t s . That i s a matter of lav,'. 

A l l of our points that we have brought out in the applicatior 

for a hearing i n substance, we w i l l say i s t h i s partly, thi\t 

there was not substantial evidence before the Commission at t r 

time that the Order was entered to show that any of the con

ditions preceeding to the entry of such an order was there. 
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We have not brought out any evidence on correlative 

rights or waste. We say the Commission had to have at the time 

they entered the Order substantial evidence on those points be

fore they could enter the Order and i t would be unnecessary and a 

useless thing to put in anything at this time since i t could not 

be considered by the Commission i n support of an order previously 

entered, that i s our position i n our application. 

MR. HINKLE: I f the Commission please--

MR. SPURRIER: Mr. Hinkle. 

MR.HINKLE: Clarence Hinkle representing Humble Oil and 

Refining Company. Before the Commission makes any ruling on Mr. 

Russell's motion as to the matters that can be taken up at the 

hearing. I would l i k e to c a l l the Commission's attention to the 

provisions of the Rule 1212, which provides for the f i l i n g of 

motions for rehearing within 20 days, the Commission shall grant 

or refuse any such application in whole or i n part. As I under

stand the order of the Commission i n granting t h i s hearing was, 

you didn't exclude i t as just part i t was i n whole. You didn't 

exclude i t as "The Commission shall grant or refuse any such appli

cation i n whole or i n part within 10 days after the same i s f i l e d 

and f a i l u r e to act thereon within such period shall be deemed a 

refusal thereof and a f i n a l disposition of such application. In 

the event the rehearing i s granted, the Commission may enter such 

new order or decision after rehear ing as may be re-
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quired under the circumstances. I t i s our position that since 

the rehearing has been granted that a l l concerned have a right 

to introduce any evidence they want to germaine to the sub

ject matter and that the Commission may consider any evidence, 

any new evidence that i s introduced at the rehearing. 

In other words, i t i s a complete new hearing de novo 

I think the Commission has a right to make a new order on the 

evidence introduced at the hearing or, well as any other evi

dence at any other hearing. 

MR. RUSSELL: In answer to Mr. Hinkle, i n referring 

to the fact that our application for a rehearing has been 

granted i n i t s entirety, that i s true. I would also l i k e to 

point out to the Commission that when we make up an applicatio. 

for rehearing, i t i s necessary that we put i n such an appli

cation everything that we can possibly think of that may come 

out and have a bearing on our Case at the time of such re

hearing. Because i f we do not specifically point i t up i n our 

application then, we have waived such a right to bring i t up 

at the hearing, i t s e l f . We have l i s t e d a l l of the various 

factors which we think are important and which we fe e l we have 

covered and a majority of them w i l l probably be covered i n ui 1: 

argument of the law. I would l i k e to state our position inFv. 

far as the evidence i s concerned which we did not open up or 

our case in chief. That i t i s a generally recognized principl 

of law that an administrative agency cannot enter orders based 

on i t s own information without sufficient information or recorc 
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having been introduced into evidence. They cannot act on 

their own information. Any information upon which an adminis

t r a t i v e agency bases i t s order must be introduced at the hear

ing on which that order was made after notice to a l l interestec 

parties so that they can attend, offer rebuttal and cross ex

amine witnesses. Any records which the Commission may have i n 

i t s office on which they are contemplating basing a portion of 

their order, those records should be at the hearing. They 

should be introduced i n evidence. A l l interested parties 

should know what i s before them. 

We are i n the position that at the hearings on which 

the orders are based the record of those hearings, transcript, 

Exhibits i s the sole basis to fletermine whether or not the 

Commission acted i n an arbitrary matter or whether i t was rea

sonable. We take the position that our case i n chief brought 

out no evidence as to either waste or correlative rights*. 

We say that the record on which the order was based contains 

no evidence of waste, or injury to correlative rights. 

We have introduced the records, the transcripts of 

a l l of those hearings. They are the records which must be 

examined to determine whether those facts were present and i f 

there was substantial evidence to support them at the time t h ^ 

the order was entered i n t h i s rehearing they cannot consider 

matters concerning them for the reason that t h i s hearing i s 

primarily establishing the record of the previous one, deter

mining whether or not there i s sufficient evidence on which 
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the order was based and i f not then the order i s not good and 

we would ask, of course, that i t be revoked. That i s our 

position and I think i t i s proper. 

MR. WOODWARD: I f the Commission please, Mr. Woodward 

of Amarada. I am not aware of the well established rule of 

administrative law which precludes an administrative body from 

considering new matters on a rehearing. However, I think that 

i s beside the point inasmuch as Section 19 as read specifically 

permits the Commission to enter a new order. Now, as I under

stand the Texas Pacific's contentions, i t i s that the only 

alternative that the Commission has now before i t i s to sustair 

i t s previous order or revoke i t entirely. 

I t may not consider new evidence or new information. 

I t may not correct whatever mistake i t made. I submit that the 

destroys 90 percent of the value of the rehearing. I f a re

hearing i s not for the purpose of allowing an administrative 

body to correct i t s mistakes, I don't know what i t i s f o r . 

MR, SPURRIER: Is there anyone else? Mr. Foster. 

MR. FOSTER: We have got some testimony we would l i k e 

to introduce. 

MR. SPURRIER: Have you completed your case? 

MR, ADAIR: Yes, except for rebuttal. 

MR. MACEY: I would l i k e to introduce as Exhibits the 

let t e r s which Mr. Stanley read and also the records of the Com

mission to which he referred. 

MR. SPURRIER: Did you a l l hear Mr. Macey's offer of 

evidence? 
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(Marked Exhibits One, .2, 
'3 for identification.) 

MR. SPURRIER: Mr. Macey intends to introduce or does 

introduce or offer in evidence the two letters which Mr. Stan

ley wrote the one addressed to City Service and one for United 

Carbon and also the production figures on the Clausen wells. 

Is there objections? 

MR. MACEY: I believe I was objected and overruled. 

MR. SPURRIER: That i s right. 

MR. MACEY: I would like also at this time to intro

duce a l l of the company's production records on the Jalco Pool 

MR. SPURRIER: Is there objection? 

MR. RUSSELL: I object to them on the grounds they 

are not material at this hearing. They can't be considered 

by the Commission at this hearing as a basis of substantial 

finding on which the other order was based. Same objection 

as to the testimony. 

MR. SPURRIER: Your objection i s noted and the eviden 

will be admitted. 

MR. MACEY: I f the Commission please, as far as we 

are concerned on the objection i f a l l the production figures 

of the Jalco Pool are introduced, we have no objections but \. 

do object to entering only a part of the production figures 

from the Jalco Pool. 

MR. SPURRIER: Now, Mr. Foster. Let me have your 
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attention in view of the time element, we will necessarily 

have to continue this case to the regular February hearing. 

MR. RUSSELL: I f the Commission please before i t i s 

closed, I would like to renew at this time my motion to suspenc 

Order Number R-368-A pending the rehearing. 

MR. SPURRIER: Motion i s denied. 

REPORTER'S CERTIFICATE 

I, ADA DEARNLEY, Court Reporter, do hereby certify 

that the foregoing and attached transcript of proceedings in 

Case No. 582, Rehearing, taken before the Oil Conservation 

Commission on January 21 and 22, 1954, contains a true and 

correct record of said proceedings to the best of my know

ledge, s k i l l , and ability. 

DATED at Albuquerque, New Mexico, this 30th day 

of January, 1954. 

-158-



BEFORE THS 

CIL C0K3ERVATICN COMMISSION 

3TATE CF HEW MEXICO 

xiT SiiNTii FE, MEXICO 

TEaliaCRIPT OF PROCEEDINGS 

CA.SE NC. 582 

(Rehearing Cont i nue d) 

February 17 and 18, 1954 

ADA DEARNLEY & ASSOCIATES 
COURT REPORTERS 

ROOM 105-106, EL CORTEZ BLDG. 
PHONES 7-9GAS AND B-9846 
ALBUQUERQUE, NEW MEXICO 



_ 4 £ £. I I I I I -
I Eeru"?;)" sfoa^ing, 3ew Maxico Mil Conservation. Commission "?sGQ A.Mj, 
| " ° ~ ~ February 17, 1954 
: Santa Fe, New Mexico 

" -mmmm 
4 * 13. hooper Skelly O i l Co. Tulsa., Oklahoma 

: C a r l i Skeely O i l Co. Tulsa., Oklahoma 

Skelly O i l Co* Tulsa, Oklahoma 

Gerald C i t i e s Service O i l B a r t l e s v i l l e , Okli 

:.. * C, Phi La Sun iiay O i l Corp. Santa Fe, N. jf« 

J» c;» ..•iritoiv. Gulf O i l Corn. Midland, Texas 

u. Sun O i l Midland, Texas 

Lynn o'lfe Stanolind O i l Pur. Tulsa, Oklahoma 

•Shoemaker Stanolind O i l Midland, Taxas 

Oeorgs Kinschfield Engineers Comm. Hobbs, K. Max. 

1 H» S» 5i'endt Tide Water Assoc. Hobbs, I I * Mex. 

Tide Water Assoc. Houston, Taxas ! 

:E* a* Foster P h i l l i p s "66" 

Homer Ph.liay Continental O i l Ft. worth, Texas | 

; G» «• " i n t e r Stanolind O i l Midland, Texas 

: a. D* Gr-inim f h i i l i p s Pet. Co, B a r t l e s v i l l e , OklJ &« 

a. ?• •.hit* P h i l l i p s Pet« Co. B a r t l e s v i l l e , Okla. 

a. L. Ponton Magnolia Pet. Midland, Texas 

Seth •: las a I S i n c l a i r Crude O i l Roswell, ?!. Mex. 

i i 4 I t * Lennon Magnolia Pet. Midland, Texas* 

ssath Shall O i l Midland, Texas * 

H. K. Seiich. Shell O i l Hobbs, ?». Mex. 

H» S. Pki«:Mr Conoco Fort Worth, Texas 

: ... ' 
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Harry Dippsl Conoco Fort Worth, Tex. 

J. T. Slsik The Texas Co, Houston, Texas 

w. H. Pverett The Ohio Oil Co. Houston, Texas 

Coe M i l l s The Ohio Oil Co. Midland, Texas 

E» J. Pierce Mid, Cont. Pet. Corp. Midland, Texas 

H. 1. Massey Cities Service Oil Hobbs, N. Mes. 

Sdward Pright Jr. Dalport Oil Corp. Dallas, Texas 

L. w. Folmar Tha Texas Co. Fort Worth, Texas 

L. P. Shiplet The Texas Co. Fort Worth, Texas 

?» F, Dullnie The Texas Co. Midland, Texas 

Dick Booker CSO Co. Hogrwell, I . Mex. 

W» w» Mankin The Texas Co. Fort Worth, Texas 

H. G. Payne Continental Oil Wichita Falls, Te: 

E. w# Nestor Shell Oil Co. Hobbs, N. Mex. 

Alan C* Hobsrts Cities Service O i l Midland, Texas 

Ted Wilson Cities Service Roswell, N. Mex* 

Ross Maduie Magnolia Dallas, Texas 

Ross 1. Malone, Jr. Gulf Roswell, tf. Mex. 1 

Ralph L. Gray Buffalo Oil Co. Artesia , 

J. R. Green Skelly Oil Co. i 

Eunice N. Mex. ! 

* * > -!' ~* i 

w • a. ; m i 
Shell O i l Co. Midland, Texas 

V. T. Lyon Continental O i l Co. Fort Worth, Texas 

J, £, huttre11 Shell Oil Co. Midland, Texas 

G. K. Trumbie Samedan Midland, Texas 

Martin A. Row Sun Oil Cc. Dallas, Texas. 

Stanolind Ft. Worth, Texas 

B. L. Boss Gulf Oil Corp. Ft. worth, Texas 
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HEPRESEBTIKG LOCATION 

Jason Kellahin 

R. £)« i.-o jBatts 

Wm. R. Frederici 

A, R. Ballou 

Don Walker 

B» P. Keelar 

Ed Noble 

Max £« Curry 

k» k a iCennaitz 

We Q. Abbott 

L. A. Hanson 

John A. Woodward 

D. w. Mitchell 

L. 0. Ga.liov.-ay 

F, Herman Woodruff 

J« vt . js6.nlch, Jr. 

Co M« Bumpass 

T« i i • •'toss 

R, ¥• Allen 

E. G. Coal, Jr. 

w. E. Bernhardt 

?. M. Stricklen 

S. To Wright 

*v, M. Rodgers 

Oscar Thomas 

T> ^ o ̂  ~* va c 
i t o :w e jfe>̂ «sti 

Attorney 

Gulf O i l Corp. 

Stanolind-Shell 

Sun Oil Co. 

Gulf Oil 

Magnolia 

S smedan 

Skelly O i l Co. 

Samedan 

Amerada 

pi :"> n 

Amerada 

Ei Paso Natural 

El Paso Natural 

El Paso Natural 

El Paso Natural Gas 

Gulf O i l Corp. 

Gulf Oil Corp. 

Ei Paso Hatural Gas 

El Paso Natural Gas 

El Paso Natural 

Bl Paso Natural 

El Paso Natural 

El Paso Natural 

Warren Pet. Corp. 

L "Gordon Oldham barren- Petreieu» 
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Santa Fe, M. Mex. 

Ft. Worth, Texas 

Santa Fe, N. Mex. 

Dallas, Texas 

Ft. Worth, Texas 

Dallas, Texas 

Tulsa, Oklahoma 

Hobbs, N. Mex. 

Hobbs, N. Mex. 

Monument, N. Mex. 

Artesia 

Tulsa, Oklahoma 

Farmington, N. Mex. 

Farmington, N. Mex. 

Houston, Texas 

Jal , N. Mex. 

Hobbs, N. Mex. 

Ft. Worth, Texas | 

Farmington, N. Mex. 

Farmington, N. Hex* 

Roswell, N. Mex. ; 
i 

Farmington, H. Mex. 

Jal , K. Mex. j 

Farmington, N. Mex» 

Farmington, N. Mex. 

Tulsa Oklahoma 



WM mm^mfTm 
Q. B# Davis 

A. M. Wiederkehr 

Dudley C. Phil l i p s 

Prank E. Poulsen 

A. H. Floyd 

A. L# Porter Jr. 

¥. E. Hubbard 

S. J. Stanley 

Clarence Hinkle 

C. S. Meel, Jr. 

fi« S. Dewey 

a. S. Christie 

R. T. Montgomery 

Elden H, Foster 

T. A. Eaton 

Jack K. Campbell 

Merle B* Rogers 

E. A. Utz 

C. F» Bedford 

J* H. Viekery 

E. M. Kinght 

J• W. House 

J, K« Dun!eaTy 

0. P* Nicola, Jr. 

H. F. Holland 

John H. Kelly 

-J-. -J^ *b«adsohan— 

Southern Union 

Southern Union 

Sinclair O i l & Gas 

Sinclair Oil k Gas 

Sinclair Oil & Gas 

0. c. c. 

Humble 

0. c. c. 

Humble O i l k Ref. 

Humble 

Humble 

Amerada 

{ i n n 

United Carbon 

United Carbon 

United Carbon 

El Paso Natural 

N. M. 0. C. 0. 

Stanolind O i l & Gas 

Atlantic Refining 

Stanolind O i l & Gas 

Humble O i l 

Skelly Oil 

Phillips Pet. 

Lowery O i l 

Independent 

._ĉ _cu_c* 

Co. 

Dallas, Texas 

Dallas, Texas 

Tulsa, Oklahoma 

Ft. Worth, Texas 

Roswell, N. Mex. 

Hobbs, N. Mex. 

Houston 

Hobbs 

Roswell, N. Mex. 

Midland, Texas 

Midland, Texas 

Tulsa, Oklahoma 

Artesia, N. Mex. 

Pittsburgh, 

Santa Fe, N. Mex. 

Roswell, H. Mex. 

Jal , N. Mex. 

Santa Fe, N. Mex.j 

Ft. Worth, Texas j 

Midland, Texas ' 

Roswell, N. Mex. ; 

Midland, Texas 

Hobbs, N. Mex. 

Bartlesville, Okla 

Albuquerque, N. M. 

Roswell, H. Mex. ; 

Aztec,-Mew MexicoI 
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IAME REPRESENTING LOCATION 

Baory C. Arnold 0. 0. C. Astee, New Mexico 

Charles 0. Harlan, Jr. Foster Morrell Roswell, New Mexico 

aay £. Seifert Amerada Midland, Texas 

J. E. Lewis Amerada Tulsa, Oklahoma 

M. H. Culfender Phillips B66» Bartlesville, Okla. 

Albert Gackle Gackla Gil Co. Ft. Worth, Texas 

Foster Morrell Independent Roswell, N. Mex. 

Dan 0* Howard Warren Pet. Corp. Tulsa, Oklahoma | 

3. £»• £*t»cihl Permian Basin P. L. Osiahâ Mebraska ; 

G, L« Tribble Permian Basin P. L. Omaha, Nebraska. 

Paul S. Johnson Trinity Production Hobbs, N. Mex. 

George W. Selinger Skelly Oil Co. Tulsa, Oklahoma 
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BEFORE THE 
OIL COSSSRWTtQH COMMISSION 

Santa Fe, Mew Mexico 
February 1?, 1954 

M THE MATTER OF; 
Notice i s hereby given by the State of Sew Mexioo, ) Case H©» 

through i t s Oil Conservation Coaaission, that Texas } 5&2 
Pacific Coal and Oil Company, upon proper petition, ) Rehearing 
has requested a rehearing i n Case 582 (relating to 5 Continued 
rules and regulations for the Jalco Qas Pool, Lea } 
County, Sew Mexico}; that i n said petition, petition-} 
er asks recision of Orders R-368 and R-368-A entered ) 
in Case 5«2 under dates of September 26, 1953, and ) 
November 10, 1953, respectively; that the Commission,} 
by i t s Order No. R-368-B, has granted said rehearing } 
aad set i t for 9 a.m. oa January 21 , 1954, at Mabry ) 
Hall, State Capitol* Santa Fe, Hew Mexico, at which } 
time petitioner and other interested parties w i l l he ) 
heard*. ) 

BEFORE; 
h. a. Spurrier, Secretary, Oil Conservation Commission 
£• H* (Johnny) Walker, Commissioner of Public Lands 
Honorable Edwin L. Mechem, Governor 

TRANSCRIPT OF FaOCBBOIWS 

(Notice of publication read i n Case Ho. 5&2.) 

MTu KELLAHIJf: I am Jason Kellahin, representing Samedan Oil 

Corporation. Rather than interrupt the case as i t proceeds, I woAid 

like to reaffirm our objections i n connection with the boundaries 

in this case for the reasons previously stated. 1 would like to 

have the objection show to any testimony — j 

MR. SPURRIERS (Interrupting} As far as the Jalco Pool? 

MR. KELLAHIN; Where i t has a common boundary. May I have aj 

ruling on the objections, please, or are you arguing the object- j 
i 

ions, sir? 

MR, RUSSELL; Ho* 

MR. SPURRIER, The record w i l l show that Mr. Kellahin* s 

motion i s a continuing motion throughout the case. Mr. Rusaell. ; 

MR* RUSSELL; Mr. Commissioner, I would like to get a clari4 
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ficaticn of a statement, or an offer, by Mr, Macey, which appears 

i n the transcript on Page 157» As i t appears i n the transcript, i t 

reads as follows! "Mr. Macey, I would like also, at'this time, to 

introduce a l l of the cots pany* s production records on the Jalco 

Pool", We should think that probably should be Commission's. 

MJUMA.CSI: I believe you are right. The intent was to 

introduce a l l of the Commission's production records on the Jalco 

pool, and we offerred them i n evidence. I believe they were i n 

troduced. 

MR, RUSSELL: I t i s my question whether the company 

should be Commission, and i f t h t transcript could be changed 

accordingly* At this time, I would like to offer into evidence 

Texas Pacifisms Exhibit Humber 57, which i s the Cosaftission*s Gas 

Prorationing Schedule, for the month ©f February. 

MR* SPURRIER:' Without objection i t w i l l be admitted. Tijie 

record w i l l be changed to show that should be " Costalssion". 

MR. RU8SSLL4 The applicant rests. 

MR. SPURRIER; Anyone else have testimony to present i n 

this case? 

MR. FOSTER; I f i t i s permissible, Phillips would like 

introduce some testimony at this time. 

MR. SPURRIER; I t i s . 

MR. FOSTER; I f the Commission please, I would like to 

state that Phillips Petroleum Company's holdings i n the areas i n j 

controversy here are relatively speaking, aaall. W© are not here' 

to particularly join issue with the Texas Pacific i n this matter, 

hut th® Texas Pacific has a controversy with the Commission, and we 

Hfwdrtftats-tt ~ t wty" l i l^Syi| AJifeyy|j s 0%?A Tli*
)* H* >^ these" 
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Orders. That i s the reason we are hers. We wast to present 

testimony hero, designed to show that these orders protest correlaj 

tive rights, and that, they were necessary i n order to prevent waste 

i n th© gas pool, 

R. P. Q, 8 I K » 

called a® a witness, having been f i r s t duly sworn, testified as 
fOllOWSS 

PpCT SgAffiKATJXQM 

By §j|. 

H tfill you state your name to the Commission aad report ar? 

k a, D* Grimm. 

Q . '̂ here do you reside? 

A 3artl#svilie, Oklahom* 

Q lou are employed hy Phillips Petroleum Company? 

A That i s correct. 

Q what capacity? 

k 1 sua Assistant Manager of Reservoir and Reserve Division 

i n the economics Department* 

'a What i s your professional training? 

A I as a graduate engineer, Bachelor of Science Degree i n 

Pfttrelaua .engineering from the Missnuri School of Mines* 

Q What year? 

k 1937. 

fla¥© TOW practiced your profession since the time of you^ 

. . . . , 

graduation?' 

A Yes, s i r . 

Q And how long with Phill ips Pstroleum Company? j 

A_ •I7._yaar«, apprjariUaafcalg* i 
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Q Sir? 

A Approximately. 

Q Approximately 17 years. What are your duties as an em

ployee of Phillips Fstroleua Company, and i n the capacity that yoi. 

have stated? 

A My duties are to supervise the estimate of reserves, rates 

of product ion j, reservoir work for the Economics Department for use 

by tha aaaageosnt of our Company In their future building and 

plans* 

Q And i n the discharge of your duties to Phillips Petroleuit 

Company, have you had occasion to study the Burnout, Arrow had Jal$© 

and L&ngiaat Gas Pools i n Lea County, Hew Mexico? 

A los, s i r . 

4 For what purpose was that study made? 

A Wall, originally I had charge of this particular area as 

a dis t r i c t engineer of the Economics Department for the reservoir 

and o i l work. Since that time, I worked both for our company and 

with other companies i n studying the area, mainly in connection 

with 11 Paso Hatural Qas Company** building of their f i r s t line j 
i 

to the «sat Coast, and subsequent enlargements, and since that 

time with Permian Basin Pipeline Ccwpany when they made their 

original application before the Federal Power Coraaission for a 

certificate of convenience and necessity to build their line from 

this area up to the Panhandle area. 

Q Over how long a period have your studies continued i n 

these gas pools?' 
A Between 12 and 1} years. 

———-—— — —• Aftsî ?'̂ ^ 5 ? ' ^ 

jaade^a r^ant. fftady,of_Jthft pools for the purpose 
ADA D E A R N L E Y 8c A S S O C I A T E S COURT REPORTERS 
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of testifying in this case? 

Yes, sir* 

; u First of a l l , 1 would like to submit to the Commission, 
i 

! the witness has bean qualified to t e s t i f y i n this case. 
j 

I m* SPURRIER: His qualifications w i l l be accepted, 

Q First, would you detail for us, Mr. Grins®, the general 

development pattern, in the pools that we are talking about? On 

what acreage pattern has the pool generally been developed? 

A Well, th© acreage pattern on the gas pool, as i t i s pre-

| gently designated i s on 160 acre pattern. However, the pools are 

being developed i n the main i n recompleting wells which have been 

I developed upon a 40 acre for o i l production. 

Q Generally, the development for gas wells i n the pools 

that 1 have mentioned here has been on 160 acre pattern, i s that 

correct? 

A That i s right. 

4 Have you made any study for the purpose of determining 

what ie the efficient drainage area of a gas well i n these pools? 

A I have made such a study en these pools and many other j 

pools in the past ten, twelve years. j 

Q Would you t e l l us what, i n your opinion, i s the efficient 

and economic drainage area of a gas well in the Eumont, Arrow and; 

: Langsaat and Jalco pools? 

MR. RUSSELLt I f the Coaaissioa please, I would like to 

object to any evidence presented by Judge Foster* s witness, with 

reference to the Sunont pool, as being outside the scope of this 

hearing, and also the Langmat pool, other than as the coraaon j 

boundary i s concerned*DA DEARNLEY & ASSOCIATES 
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Mii# SP9RHI2K* Let tim witness answer the question* 

<4 w i l l you answer the question, Mr* Carina? 

A In my opinion, aay wall within the boundaries of these 

pool©, can aconoaicaily drain as such as 640 acres, i f not jaore* 

Q Would you say that the pat tern, as fixed by the Cosiais-

sion at 160 acres, i s f a i r and equitable pattern, as far as these 

fields are concerned? 

A Ies, sir* 

4 You would say that although, i n your opinion, you would 

say that a well might drain considerably more acreage than that? 

A That i s right* 

a Tou know i t w i l l drain that asueh, donft you? 

k Yes, sir* 

q You know that probably i t w i l l drain i n excess of that j 

acreage? J 

a Yes, sir* 

Q Percentagewise with a percentage of ths pool, as far as 

the gas wells are concerned, i s developed on a pattern of 160 

acres? 

A Between 25 and 35 percent* j 

Ci Percentagewise, as far as th© o i l wells are eoneeraed, 

what percent of th® pools are developed on a 40 acre pattern? 

A In ray opinion, essentially 100 percent* 

Q Essentially 100 percent? k Yes, sir* 

Q Is I t a fact that most of these wells, or a good many of1 

these wells i n these different pools, the o i l wells are now near! 

a depletion stage? 

^ ^ ^ ^ ^ ^ ^ ^ ^ ^ t c m i s^- " 
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H What percentagewise would you say? 

A I don't have that figure* 

v. 2'ou don't liar® that figure? 

A Ho• air * 

5 Xou m m I t Is a larger per cent 1 

A Xes* s i r , 

Q Those wells that ar© being depleted* the ©il wells, i t 

i s safe to assume that they w i l l be, i a the future, «joaverted to 

gas wells, Is i t not? 

A I think a large psreensage of them w i l l be reconverted 

to pis wells* X donH know that each one w i l l be, because they 

are on 40 acre spacing, the gas wells are at present given 160 

acre spacing, 1 can see no need for a l l four o i l wells «a 160 

acre tract being reconverted into gas wells* 

Q But there w i l l be some reconversion of those wells? 

A Ies, s i r . 

4 And some of them oa 40 acres? 

/, Ies, sir* 

Q Is that true? 

A Tea, s i r . 

Q k good many of these o i l wells i n the area have braden- : 

head, do they not? ; 

A Ies, s i r . 

,i And they are now producing o i l , or gas, thnaagh the brade|a» 

; 'head, i s that right? j 

A Ies, s i r . 

Q So that essentially, you haw there i n tha -area that we 
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I that art producing gas through'-the bradenhead, that are located 

| oa 40 acre units? 

I A ies, sir* 

And some of those w i l l remain that way, i a your jtadgtaeat? 

! A Ies, sir* 

'3 Mow, there has been a good deal of testimony here ia 

: this record, Mr* Grim, about whether the Jalco aad the Laagaat 

' pools particularly, whether they are o i l pools or whether they 

; are gas pools. Have you aay opinion on that controversial sub-

: ject? 

A In ay opinion, they are essentially gas pools* 

I Q How do you determine, i a your om thinking, at least, 

whether an area i§ essentially a gas pool or whether i t i s essen

t i a l l y an o i l pool? 

A . The relative volume of the total reservoir, which i s 

i n i t i a l l y , or presently, f i l l e d with either o i l or gas, should 

determine that* 

Q And what i s the situation i n the Jalco and Laagsiat area, 

; particularly on that subject? j 

A By far, the majority of tho reservoir i s f i l l e d with gasj 

Q And ia your opinion, has the Oomsissioa properly class!-! 

fled the various pools there as gas pools, rather than as o i l 

pools? 

A Yes, si r . 1 
I 

ft Another controversial matter i s the division line between 

the Jalco and the Langmat pool* I want to direct your attention 

over there to the map at the sifereffl® l e f t , aad w i l l you identify I 

-that i'hx.Llips ̂ etroleua ESxh^bl,t ̂Sfeâ wr̂ Ôae, down there at the 
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bottom. Put a one on i t so we w i l l know what i t i s . 

A {Witness complies*} 

Q Directing your attention there to Phillips Petroleum 

Company's Exhibit Kussber 1, w i l l you t e l l us what that map repre

sents? *hat is i t ? 

A This nap represents the areain southeast Lea County, New 

Mexico, which embraces the Susont, Arrow, Langsiat and Jalco Gas 

Pools j, along with the considerable portion of the o i l producing 

area within the same general area, 

Q I am wondering — Go ahead» 

A On the jaap are placed the outlines of the three or th® 

four gas pools mentioned, as well as the January, 1954 acreage, 

allocated to gas wells by the Mew Mexico Conservation Coaaaission. 

In addition, the wells which are classified as gas wells, on the 

January, 1954 Gas Proration Schedule, ar© also designated* In 

addition,there has been a comparison made between the average 

production of these wells for ths f i r s t eleven months of 1953, with 

the projected allowable for the f i r s t six months of 1954 as shown 

on the January, 1954 Gas Proration Schedule* The wells which are j 

projected to have more allowable per month, for the f i r s t six \ 

months of 1954, than their average production during eleven months 

of 1953, are colored in red* That i s the wells or the acreage i 

which is listed as supporting these wells. I am sorry, I believe I 

I misspoke myself. The wells are colored i n blue, i f they have more* 
j 

Q They are what you call your blue wells, down there i n the 

legend? 

A That i s right. j 
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en each acreage tract, which gives the increase i n average pro

duction per month. I t i s listed as plus some figure„ which w i l l 

ee i n millions of cubic feet per month. 

A That i s correct* The acreage colored i n red shows the w4lls 

and their tributory acreage, which are projected to have an allowable 

less than their average production for the f i r s t eleven months of 

1953* Xa addition to those two colors, there i s a color here, 

brown, with an indication of an "aw* which indicates that wells 

that are on the schedule for the 1954 gas proration schedule whiet 

were not listed as producing through 1953. 

Q What do the letters nnw* stand for, i n your thinking? 

A In my own thinking they stand for new wells, insofar as 

the Commission i s concerned. I t d©esa*t necessarily mean that 

they are physically a new well. They may have been sitting there 

for a long time* 

'-, I t means wells that have obtained a connection to a pipe* 

line since the institution of prorationing by the Comal salon? 

A That i s correct. 

Q Isn*t that correct? 

A Ies, s i r . 

Q What other legend do you reflect there on the map? 

A I have in addition, a notation of an "ow«* by a number of 

wells that are placed on this map, which i s simply a notation of 

wells which we have on our own records — 

Q (Interrupting) lou mean Phillips Petroleum Company — 

A (Continuing) Phillips Petroleum Company, which showed 

production during 1953 and not carried on the January, 1954, pro-
L _ r s t l o i r ŝ hetta3.e. 
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Q In other words, those *ow" wells ar® the ones that the 

records of Phillips Petroleum Company show they are producing 

gas wells, but the records of the Commission doesn't show what they 

are? 

A That i s correct. 

•j What does that "ow", in your thinking there, stand for? 

A I t can stand for either old wells, or o i l wells* I t may 

be either one, 

Q I t may be either one? 

A Ies, s i r , 

Q In any event, you found i n the areas that we are talking 

about, wells which are now on the schedule of production of the 

Commission since the institution of proration, that were not carried, 

that i s on th© gas schedule, that were not carried on any schedule 

prior to the advent of prorationing? 

A That i s correct* 

Q Is that correct? 

A Teg, sir* 

Q Do you know whether those wells were producing before 

proration went into effect here, or not? 

A Ho, air, 1 do not. 

Q You wouldn't know about that? I want to get back to the 

blue and the red colored acreage there on the map, which you 
; explained that the blue wells are the wells which are under pro

ration as instituted by the Corsmission now receiving isore gas a l 

lowable than they were receiving prior t© the advent of proration

ing. And the red colored acreage contains wells that are now re-

receiving less gas ̂ l l < A ^ L ^ R ^ # 8 : % ? c l A T
r # receiving prior to the 
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advent of prorationing, What does that indicate to you, Mr, Grins*? 

A That indicates te me that under the system of gas takes 

la effect in 1953, that correlative rights were not being protected* 

Q la other words, would you say — 

MR. RUSSBLL; {InterruptingJ I f the Commission please, 

to save my continuing to object, I would like to renew my objection 

to any evidence with reference to correlative rights as being im

material and outside the scope of this hearing, aad would like 

to have a continuing objection to a l l such testimony* 

MS. FGST22U I might explain to th® Commission that 

i s our position under the statute, that the Commission may pro

rate gas and absent waste for the purpose of protecting cor

relative rights. That i s , i n other words, you don*t have to have 

waste* I think you got i t , however, but we w i l l attempt to prove 

that too. But we also think that you do not have to have waste 

ia order to be able to prorate gas i n these fields, because you 

are authorised to prorate i t for the purpose of protectiag cor

relative rights as well as for the purpose of preveatiag waste* 

MIU RUSSELL: The courts take the opposite positioa* ! 
i 

MR* FOSTER: That i s something that the Commission can't I 

settle. I t i s a legal argument• I 
ME* SPURRIER; Judge, can you have the witness explain | 

i 

his statement about correlative rights? 

MR. FGSTBH: He didn't even get through. 
i 

MR* SPHRRIffit: The record w i l l show your ceatiauing ob- ! 

jection, and the witness w i l l proceed* 

Q Will you go ahead, Mr. Grimm? 
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that tha method of production during 1953 did not protect correla

tive rights, i t also shows very clearly, & waste of underground 

energy i n that on these tracts of essentially the same area, when 

©ne tract takes more gas than i t s immediately adjoining tract, i t 

means that i t i s lowering i t s bottom hole pressure more than the 

adjoining tract, or has a tendency to, which means i t i s producing 

gas from a further point i n the reservoir, and because of this, 

i t has a greater bottom hole pressure drop to the top of the well, 

and i t cakes more energy then to pump the gas to i t s ultimate 

market. So, as well as not protecting the correlative rights, i t a l 

so shows waste* 

Q Would you say that the system of proration that has been 

inaugurated by the Commission that correlative rights i n these 

fields are now being protected? 

A Yes, sir«. 

Q Would you say that under the present basis of proration 

by the Commission, that correlative rights were not protected 

under pipeline proration that existed i n the f i e l d i n 1953? 

k That i s correct* ! 
i 

Q Why do you say that under the pipeline system of pro- | 

ration that existed i n these fields, correlative rights were not 

being protected? , 

A Because, as shown by this exhibit, that adjoining tracts 

were taking considerably different amounts of gas during 1953, anil 

i f one owner owned 160 acres and got more than the man owning the1 

adjoining 160, then the adjoining 160 acres didn* t have the 

correlative rights protected; he was losing gas, and that i s correct* 
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k Ies, sir© 

Q: So that under pipeline proration before the advent of pro

ration by the Commission, there was.a wide variance i n gas between 

tract® of equal sise? 

A Ies, sir* 

Q Ci*!* you give us some of those instances, just for purposes 

of your expression? 

A Well* I have to go to the next map to do i t * 

a well, do that, and mark i t Exhibit Mumber Two* 

C»itn@ss complies*) 

Mil« RUSSELL! I f the Commission please, while he i s marki 

ing th© map, may objections extend to a l l questions with regard 

to waste also, as being outside the scope of the re-hearing? 

MR* SPURRIER: lour objection w i l l be contained i n the 

record^ Mr* Russell* Go ahead*, 

Q Directing your attention there to Phillips Petroleum j 
j 

Company Muiib#r One, w i l l you t e l l us what i s reflected on that map? 

k lumber One? ! 

Q I mean Kumber Two* 

A On Exhibit Number Two, we have posted the monthly averag^ 

gas production for the wells i n the Eumont, Arrow, Jaleo and 

Langmat gas pools for the f i r s t 11 months of 1953* The 12th month 
! 

was not available to us at the time this exhibit was made* We i 

have placed on this exhibit, immediately adjacent to the well ' j 

.gymboi, th® average monthly production i n millions of cubic feet* 

Q That map i s designed to show that production on an un

regulated basis just doesn't protect correlative rights, isn't 
t l i a t t r u e ? ADA DEARNLEY & ASSOCIATES 
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JL That is righto 

Q Can you point out some of the specific examples that are 

reflected on that exhibit? 

A Well, in the Southeast quarter of Section 30, Township 21 

South, Range 35 Sast had three wells producing during 1953, the 

tot a l monthly take off those three wells i s approximately 2S,000,0b0 

a month. The quarter section to the north had no gas wells, we are 

not listed as producing; tha one to the west had one well producing 

an average of 15*6 per month. To the south was one that produced 

6,5? to ths east, no wells; to the northeast, there was on® well 

of 3«9 million a month. 

Q Going back over there to Exhibit Mumber One, how has the 

order of the Commission putting in force proration, tended to 

correct that situation that you have just pointed out? 

A In that particular quarter section, i t doesnvt have an 

allowable, i t isn't on a schedule as yet. The quarter section to 

the north has a gas well which just appeared on the schedule, and 

i which didn't produce last year. I t would be to the west, the gas 

i well there is on a 80 acre unit, aad has had i t s allowable cut 

some 4,000,000 a month. The on® to the northeast i s on an BO aere) 

unit, and has had i t s allowable increased 7,000,000 a month. To 

the south there i s an 80 acre unit which has had i t s allowable i n -

\ creased 4.6 million a month. I assume that any time they want to j 

put that particular one on the proration schedule i t would get j 

some, I believe, some ten million a month, I am not. too sure what 

the well would be} I think i t would show on the schedule* 

Q That tends to correct the inequities between withdrawals,: 

between "wells "under ̂ e^^^^^g^^^gl^^der^s"~son=rs| 
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system, does i t not! 

h x 18 c o r r e c t « 

Q 0*4* you give us on© more example| I don't want to burden 

the rtccra with thera* 

A la the southwest quarter of Section 9, 23 South, 36 last^ 

there ware two wells listed as producing during 1953* which pro

duces some 20 million a month* To ths east there was one well 

owned by the same operator that produced 16 million a month* To 

the west there was one well that produced 13 million a month* 

To the south, there was no well; to the north, there was one well 

producing 16 million a month* To the southwest, there was one 

well producing 5*2 million a month* 

Q how has that been corrected, as reflected on Exhibit 

Huaber One? 

A As shown i n Exhibit Number une, every one of the wells 

has had aa increase i a production, or an allowable over i t s last 

year production, and to the southeast there i s a new, two new uai£ 

have been added which, of course, increased over nothing as far 

as last year i s concerned* 

Q Of course* giving a well aa .increase i n aa allowable 

doesn't mean i t gets i t , does it? 

A That i s right* 

Q I t gives i t an opportunity to get It? 

A Equal opportunity* 

Q That i s a l l the Coss&saioa can do, i t can't make a well 

product? 

A Y©@, sir* 

-Q~ --Tfaat--ie-wh&t̂ -you menu hy protecting correlative rights, 
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each ©ae aa equal chance to produce the gas that i s l a place heae^th 

the land on which the well i s located? 

A i*est s i r . 

Q Is that what you have ia mind? 

k Ies. 

Q Before I leave Exhibit Om over there, those K. W. wells 

that are- in brown, that exhibit reflects that before proration 

went into effect, there were a large number of wells ia these 

fields that had ao pipeline eoaacetion, does i t not? 

A Ies, s i r . 

ft And that immediately after proration went into effect 

these wells were connected to a pipe line? 

A i assume they were connected, to a pipe line, at least 

they ware given an allowable, and I don't think they .would have 

asked for an allowable i f they didn't have a market* 

Q Well, are they shown on the schedule? 

A Yes, s i r . 

Q Presuaatively, as far as you know, they are now producing? 

A That i s right. 

Q They were not doing that before? 

A ThvSt is right. \ 

Q That, i n your judgment, i f the order did bring that about, 
i 

would that tend to protect correlative rights? | 

A Yes, s i r . 

Q S t i l l directing your attention there to Exhibit lumber One, 

there has been a lot of controversy here about the dividing 'Has i 

between the Jalco aad the Laagmat Pools, have you given that aay j 
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k Yes, s i r , 

Q Was that a subject of study prior to this controversy 

here between the Coiamisaion and Texas Pacific, as far as you were 

concerned? 

A Yes, s i r , 

Q And have you arrived at any conclusion as to whether or 

not there i s any effective barrier between the Jalco Pool, as 

delineated by the Commission, and the Langmat Pool? 

A In my opinion there i s no barrier from a reservoir stand

point* 

Q From a reservoit standpoint, in your opinion, i s the area 

that comprises the Jalco and the L&ngaat Pools one coramon source 

of supply, or one common reservoir? 

A Ies, sir* 
Q Let me ask you this further question. Is there any practical 

i 

objection, however, to prorating them or separating them for pro-j 
i 

ration purposes, i n your judgment, at this time? ; 

A Ho, sir . ! 
i 

Q Would you say that the Gotsmission, as a practical matter,j 

has accomplished a beneficial use by separating the two pools fori 

proration purposes? 

A In ray opinion, yes, sir* I 

Q I t i s a fact, is i t not, that the only way that any owner 

of the gas well in the Jalco Pool and the Langmat Pool could j 

possibly be injured by the present line of deaareation between the 

two pools would be for the allowable in the two pools to become j 
i 

greatly disproportionate? ! 
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Q Do you have some figures on what the allowable la the 

Jaleo Pool i s as i t i s presently constituted, as compared with the 

present allowable in the Langmat Pool? 

h Ies, s i r . 

Q Would you place those i n the records, please? 

A Tou mean for February, or for January? 

Q Well, for either month, or i f you have the®, for both 

months; we w i l l be glad to have thera both, 

A We have, 160 acre unit allowable as shown on the Februajry 

schedule for the Jalco Pool, 30,358,000 cubi feet; for the hangman 

Pool, comparable allowable i s 40,357,000 cubic feet. 

H Is there enough difference in the two allowables, do you 

think, GO cause any interference with correlative rights between 

the owners in the different pools as they are now classified by 

the Commission? 

There might be right along the line. 

Q I t might be close, but you don't think i t has? 

A Ies. 

Q Bxxz you don't think i t has reached that point yet? 

A Mo, s i r . 

Q When i t does reach that point, when the allowable i n the 

two pools do become so disproportlonate that correlative rights 

are not being protected, i t would be your recommendation that the 

two pools be prorated as one pool, i s that right? 

•A That i s correct. 

Q is that right? 

Ies, s i r , j 

I t i s a fact'MtJL^^fci"^^ that I t 
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• t i l l i s sort of a common practice to divide them, just for con

venience purposes, for purposes of convenience? 

A That has been done many times* 

Q The only way that anybody can get hurt there i s for the 

allowables and the nominations i n the two pools to become greatly 

disproportioned? 

A That i s right. 

Q Would i t be your recoswsndation that for the present at 

least, that the pools, as delineated by the Commission, be allowed 

to remain as they are? 

A Xes, sir* 

Q Now, I want to direct your attention to the third map 

which you have on the board, and i f you would, identify that as 

Phillips Petroleum Company's Exhibit Huaber Three* 

(Witness complies*) 

Q Will you just explain to the Cossaission what that map i s , 

please? 

A That map shows the pipeline connection of a l l gas wells 

on the January, 1954 gas proration schedule; that i s i t , I guess* 

Q Well, that i s a l l i t does show? 

A Ies, sir* 

Q Let me ask you the purpose i n preparing that map, Mr* 

Grim, was to show that pipeline takes, i f ratable as between 

connections, between connections between the pipeline, were not 

ratable as between takes i n the f i e l d , i s that right? 

A That i s right* 

Q Does that map show that? 

%- Tea. sir* 
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Q Explain just how i t doss* 

A I t shows that any one pipeline system has eoaneetiofss 

scattered a l l the way up and down the whole trend, and thst i f 

each pipeline system took rateably between the wells to which i t 

was connected9 

Q On whatever basis i t n&ght determine rateable take? 

A That i s correct* It they took rateably within their own 

system, this would s t i l l net be taking rateably with the other 

pipeline systems, and i t would be probably that as they cross 

individual lease lines and individual gas unit lines, that you 

would have non-rateable takes* 

Q Therefore, you would f a l l in protecting correlative rights? 

A Tern, sir, 

Q Do you regard i t as necessary that the Cossaission institute 

some system of proration in these fields in order to protect 

correlative rights? 

A Xes, sir* 

Q Turning to the question of waste, have you made any study, 

Hr* OHm* for the purpose of determining whether any waste has 

been co?nraitted i n these areas or not? i 
[ 

A I have* 

Q Over what period of time did your studies extend? 

A We have made a continuing study of this whole gas situation 

since 1 first became associated with the Phillips Economic Depart-
! 

meat back in 1941* j 

Q To your knowledge, over how long a period of time has 

waste been occurring in these fields? | 

_S4ft̂ -«he--&3tstr̂ w«Ur-*̂ ^ ! 
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; c And that is even eontiauiag up to thtprtseafc tisttt, isn't 

| i t ? 

; A l a s , s i r , 

I Q Have you made any charts or graphs for the purpose of 

Illustrating waste that i s occurring i n these fields? 

A Yes, s i r , I have a graph* 

Q Would you place that on the board? 

MR. SPUHRIJSR: Let's take a snort recess. 

(Recess*} 

Kit. SFURRlBa; Mr* Foster, you say proceed* 

j Q Mr. Grim, w i l l you Identify the chart that you just 

placed on the board there ao Phillips Petroleum Company* s Exhibit 

Number Four? 

(Witness complies.) 

Q h i l l you explain to the Commission, and for the purpose 

of the record, what i s reflected on that chart? 

A This chart shows In a graphical form the millions of 
i 

cubic rest vented per month from four gasoline plants i n Lea County, 

Sew Mexico, which are connected to both casinghead and gas wells ! 

within the area of the Euraont, Jalco and Langmat fields. j 

Q As to the amount of gas being vented to those plants, 

what does the exhibit show? I 

A I t shows i t for each individual month. However, for 
i 

December of 1953, i t shows that at the 'Warren Monument Plant there 

was some 22 million cubic f«et vented, for the Phillips JSonics 

Plant, there was 50, about 55 million cubic feet* For the El Paso 

Jal Number One, there was about 24 million cubic feet, and j 

for "Sl Pal^ 
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A I would say in tilis order of seven to ten times. 

q Seven to ten tiaas greater? 

A I#s # s i r * 

Q in view od that situation, i s i t your judgment that i t 1ft 

necessary to limit the prodution of sas from these wells in 

order to prevent waste? A ¥es, sir* 

m* FOSTER: I f the Commission please, I would like to 

introduce the S^hiblts 1, 2, J and 4, and the schedule that has 
j 

been referred to as part of Exhibit 4* j 

Mil* SUSSKLL: The applicant objects to the introduction 

of those records for the reason they are not within the scope of 

this iiearxng* 

MR* SPttMISa. The Exhibits w i l l be admitted. 

MS. FOSTER, I believe that i s a l l * 

Mi* SPURBXEfti Itoes anyone have a question of this 

witness? 

Mh* ABAIEs I f the Cosaaission please, I have a few questions* 

By gjĝ * AftAiaj: ; 

Q Mr. Qrlrast, I believe that yew t e s t i f i e d that there was 

no reason whatsoever f o r drawing the l ine that now separates the ; 

Jalco and. Langmat Pools, as delineated by the Corrstaission? j 

A I t e s t i f i e d that from & reservoir standpoint there was 

no raason* j 
j 

Q i n other words, there I s no. reason, froa a reservoir j 

standpoint, that Is geological or angineerwise, for drawing the 

line where i t is? 
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A Froffl & geological gtsji&point and from a reservoir stand

point • Engineering takes into account economics, and I didn't so 

t e s t i f y * 

Q From a reservoir aad a geological standpoint, there i s ad 

reason for delineating the Jalco Pools east line where i t i s 

delineated? A That i s correct. 

Q Then to that extent, the Jalco Pool, as delineated by 

the Goimiission, i s not a separate common source of supply,, i s i t ? 

A That i s correct* 

o 1 believe you testified that, i n your opinion, one well 

w i l l draia at least 640 acres? A Yes, si r * 

Q I f that well happened to be located anywhere along the 

east line of tho Jalco Pool, but i n the Langmat Pool, then th&t 

well would drain across that line, would i t not? 

A In a l l probability, yes, sir* 

Q That would be true a l l up and down ths 36 ails line separat

ing the two pools? A Ies, si r * j 

>4 Xou testified something with respect to correlative rights* 

lou testified also that the allowable for-the month of February j 

i n the Langmat Pool was somewhere i n the order of 40,000 ICF per j 

month? I 

A Yes, s i r , that i s what the schedule reflects* j 

y The schedule was something i n tha order of 30,000 MCF 

per mmt&h i n the Jalco Pool? A That i s right. 

Q In other words, the Lan^at Pool allowable i s i n the 

order of a thir d greater for February than that of the Jalco Pool? 

A whan compared to the Jalco Pool, yes, s i r , | 
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Q hon*t you think that correlative rights would he disturbed, 

along the* entire length of the 36 a i l s line, i f the actual takes 

of gas were i n accordance with the allowables? 

A I think I so test i f i e d , yes, s i r . 

'4 Will you refer to your J&diibit 1 and point out to the 

Coamission within the area delineated as %im Jalco Pool, one singi# 

instance where correlative rights were disturbed i n 1953, and wer^ 

cur®d aa a result of gas prorationing? 

A From — 

Q CInterrupting) Within th© areal extent of the Jalco 

Pooi, i n Exhibit 1* point out t o the Coraaission one singles instance, 

i f you plsase? 

A I can do i t tmich better on Exhibit 2* 1 can —- here, I 

don*t have the exact f igures on Kxhibit 1 oa the west half of 

Section 17 — Wait a oonient, I have to check my ownership oa that 

one* ' i a i t a n^fwaA, that i s a l l owned by the same operator'* 

Q Isn*t i t a f ac t — 

A (Interrupt ing) In the southwest quarter of Section 4, 

Township 23 South, Range 36 East, and ia the southeast quarter of 

Section 5, sam® township and range, the allowable on the eastern 

quarter section mentioned was increased five million, and the allow

able on the western quarter section,- over i t s production In 1953, j 
1 

and on the western quarter section aentioaed, was increased 

twenty-eight million over 1953* How,. I do not have ths figures 

of the. production, but the allowable would tend to correct i n 

equitable withdrawals across those two quarter sections* 
i 

a I f you don't have the actual production f igures you don ft) 
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know Aether correlative rights were disturbed ia 1953? 

t\ la 1953* yes, s i r , I have those figures. I said that 

the 1954 allowable whould have corrected i t * 

• Q Is there anything about a gas allowable that requires a 

| gms purchaser or gas user to take the gas? 

! A No, sir* 

| Q Then how can you say that gas proration has corrected 
I 

; aay inequities that may have heretofor existed? 

I A Assume that he put i a a market defsand and he wants to 

satisfy the market demand, he has to aJee i t according to what big; 

allowable i s . Whether he does or not I can't say* 
i 

Q lou are comparing; actual production i n 1953 with what he 

alght take i n 1954? 

A I f ha satisfies Ms market demand* 

| Q To that extent you are comparing apples and oranges, 

: aren't you? A I wouldn't say that* j 

Q I t i s not comparable? I 
j 

A Big apples and l i t t l e apples may be* 'j 

H In on© ease you are speaking of production and the other j 

cast you are speaking of permissive? I 

A Proposed production, that i s correct. 

J:; flow do you know that tbe sasn perralssive take — He could 

s t i l l take i n 1953, anything he wanted to, couldn't he? 

A Yes, s i r s as long as he uaad i t for legislative use. ! 

Q As long as he complied with the Carnal ssions uses as to ! 

the benefits and the use ©f gas? 

I A that i s correct. 
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Q So far a» j m know has there been a market demand for 

a l l -„lje oataral gas taken during 1953 fraa the Jalco Pool? 

(» i)o you know? A Yea, sir* 

v. Has there been a market demand for It? 

i-. ik*, s i r , sane of i t was wasted* 

U .-here? 

A I don't have the records hare, but I could find them* 

A Bow do you knew that • soae of i t was wasted? 

A Because I saw i t * 

C. Give the Commission the extent and t e l l us how pis pro-

ration v^ould correct i t * 

A I don't have specific leases where i t was wasted ia 1953 • 

1 drove up through there, 1 know that I saw i t vented. In 1954, 

I know that i t i s s t i l l being wasted i n certain places* 

C; So, to that extent, gas proration hasn't changed that? 

A No, s i r , i t hasn't prevented i t at a l l , 

Aouidnft a more direct way to take care of that waste 

be for the Commission to put Into effect, Hula 404? Are you 

familiar with Sale 404? A Ho, sir* 

Q I t deals with the equalisation of the gas well gas, 

describes I t shall be used for certain benefits and usag. Bid 

you not testify on your direct examination hat, i n your opinion, 

the casinghead gas produced from tha Jalco area was produced from 

thm sasae reservoir as the dry gas? A Xes, s i r . 

ti Would i t follow then, that the o i l produced from the 

wells ia the Jalco Pool was produced from the same reservoir as 
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the dry gas? 

h Ies, s i r , assuming you mean the. Jalco Pool to he the ar«4 

net the ¥sartic@l extent. 

A I aea talking about the a m i extesat of the Jalco Pool. 

A Tee. 

Q X ma talking about the o i l produced from the wells withiajt 

that areal extent. A Yes* sir.. 

3 You t e s t i f i ed that cagiagtwati gas was produced from the 

same reservoir as the dry gas? A . Yes* 

Q Ion t e s t i f y not-; that the o i l was produced from tha same 

reservoir as the dry gas? A Tea. 

0 tto«s i t follow then that i t i s a l l casinghead gas? 

A No, s i r . 

•4 wherever t'm gas i s i n contact with ths o i l , Is i t 

casingfoaad gas? A i o , s i r , only when produced. 

-4 l w i l l ask you the <$uestioa another way. Where the gas 

Is in contact with o i l , Is i t gascap gas? 

A I can be, 

A Are you familiar with th© Coraraission rules and defini -

tions, which provide that gascap gas i a casinghead gas? 

A No, s i r . ! 

4 The Commission, i n several cases* Mr. Griesn, ha si granted; 

operators — I believe possibly your company i s one of them — 

permission to dually complete gas wells i n the Yates formation, o i l 

wells i n th© Seven Rivers formation. Are you familiar with those 

applications? 
A 1 am familiar that there are some. The individual cases. 
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m9 I w not* 
Q Bad@r your definition* i f any suoh dual completion exists 

within the Jaleo area, under your definition then* you have one 

well producing two allowable® from the same well bore, do you not? 

A One well producing one allowable of o i l and on© well prod^e* 

lag an allowable of gas* I f you call i t two ~ 

0 And the gas associated with th® o i l , or the c&sin^iead 

gaa, that is produced from tha o i l is s t i l l coming from the 

reservoir as the gas is? 

A I as sorry, would you repeat that question* I lost it? 

Q I am talking about a Tatea gas completion and the Seven 

.Rivers a l l completion* A Yes, sir* 

a I wanted to 'be sure that i t is your testimony that the 

casinghead gas produced with the o i l * from the Steven Elvers o i l 

cosjplstlon was coming from the same reservoir as the gas that is 

produced from the Yates? I believe that Is your testimony, i s i t 

not? A Yes, sir, 

„) I f one well willdrain 640 acres* llr* Grimm, or at least j 
I 

640 acres, I believe that was your testimony, was i t not? j 
! 

A Yes* j 

Q Would you recorasand to th© Commission that they re-define 

their gas unit? & So# **** 

4 I'ut them on a ba.sis of 640 acres? 

k Ho, s ir . . 

Q Doss the drainage area of a well hav# anything to do 

with the lease linos or fence linos? 
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! Q so, that in prescribing the proper proration units, ths 

| Commission^ i f i t i s going to give consideration to the &r«na that 
I 
i 

! i s drained by the well, should be permitted, then, under i t s 
i 

definition of units to cross section lines, should i t not? 

| A I don*t believe I quit© understood that one — I f I might 
have i t again. 

| Q I f a wall w i l l drain 640 acres, at least, and forming 

j i t , under the proration unit which the Commission ascribed 
\ 

I to that well, should not the Commission be permitted to cross 

! section lines, i f the operator owns acreage that Is across the 

I section lines? A 1 think so* yes. 

a Your Exhibit 4 there, on the gas venting, do you know whit 

percentage of that gas vented was gas well gas and what percentage 

was casinghead gas? 

A 1 have no way of knowing that, Ro, s i r . I know that th^y 

processed both kinds. I assume i t was co-mingled. 

q You have no way of knowing, ©von i f you shut i n a l l th© 

gas walls, some gas would s t i l l be vented? 

A Certainly, i t would be minimised.. Yes, I think they would 

have to vent some gas i n the operation of the plant. 

Q That i s necessary In a l l plant operations? 

A Yes, s i r . 

Mil. ADAIR: That i s a l l . 
RS-&IBSCT SXAJgHATIOif 

By Kg* FOSTERS 

Q when were you last up through these fields here, for the? 

purpose of seeing whether aay gas was being vented? 
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A tondiiy, 

-'i this- m w t i A t s s # air* 

•A Aid you. notice them venting at t h a i tisse? 

• xes, s i r . 

Amtld you t e l l us whara tha veisfc was occurring? 

I oauld t e l l you 

A -aula you give us one of them? 

... s ir* Th© north ha l f of Suction. 9. 22 SouthP itaatge 

36 Sast, 

Ah e owns that lease? 

Tarns ami f a c i f i c Ooal and O i l Company. 

AiA* K*STM: That i s n i l * 

HiHagSl &AAm»Txpg 

By Jmi- m a s 
Give tho description e^aiiw 

Itortii half of Section 9, Township 22 South, Sang© 36 East 

A; AQr sap ctoes not show any gas wel l located on that tract* 

A 1 dids*fft aay I t was a gas well* 

•A You m M gas? 

A. 1 said gas was being vented and hur^d* 

'Let rm ask you whether or not i t i a i fraa a gaa well? 

a 1 hew* no idoa* 

A ^111 you look on your snap tA^re and ®§© I f there i s a 

gas t^vii on i t ? 

A Qas w i l l l i s t e d — I ion*t know Ae the r there i s or not* 

There I s A. gas w e l l . I t i s l a ths jwrthea^fc quarter* 

A, JQ you know whether or not the gas that wag being vented 

cans r^«s that particaSBfr m U l Z ^ ° ^ r i ^ 0 «lr* 
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A Would 'tha gas being vented there, that you observed, have 

anythilag to do with gas proration? 

A Yes, s i r , 1 would think so. 

A I f i t were casinghead gaa? 

A Yes, s i r . 

Q Is i t youc contention here that casinghead gas Is subject 

to gaapproration? 

A I t i s my contention that w® had an order that called 

Jalec and Langmat mm gas well, and they could produce gas without 

limiting gas-oil ratio* as long as i t was used for beneficial usa^e. 

$ % point i s this, Sr. Grimm, gas proration did not prevent 

venting of that gas, did i t ? 

A Mo, s i r . 

ME. AMIS; That Is a l l * 

By IE* £SkLABX,N: 

Ml. KliiAjlIHi Samedan, Continental. 

<• You tes t i f i e d that you found no difference between the 

reservoirs, which would j u s t i f y , from a geological or reservoir 

point of view, the line between Langmat and Jalco* Did I under- | 

stand you correctly? j 

A Yes, s i r . | 

A Did you find any discrepancies between tho characteristics 

of tht; two pools at any point? j 

A Jfĉ  sir* , ; 
i 

A Did you find any difference i n the bottom-hole pressure | 

ia the vicinity of that line, on one side or the other, within t h i 

two oooIs? ! 
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V 

A There are aoraa slight differences, bat no discrepancies 

that w a l l indicate to me thoy were different reservoirs. 

Q Could you establish a trend as to those differences? Art 

they higher, for example, i n the Lan©aat, or lower In the Jalco, 

or vice versa? 

A I don*t think so, 

Q. Aid you find any difference i n sulphur content? 

A There i s some difference in sulphur content over the poo. 

as a whol&, but that Is true, i n many other' gas reservoirs, 

MR, SPtFEBXEEi Gould you speak up a l i t t l e , Mr. Grimm? 

A I w i l l t r y . 

A Bo you find any uniformity i n that difference, as betwee^ 

the Langmat and Jalco, Mr. Grimm? 

A 1 have not. I have not mads a study specifically for 

that, other than I have studied the difference i n the content, 

and find no mason to believe that they ju s t i f y a difference i a 

the reservoir. 

A How many wells have you examined as to bottom-hole 

pressure? 

• A well, I don't know how many wells, I have either drawn 

or had drawn bottom hole pressure maps oa this area., I believe, 

on every bottom hole pressure survey that has been made since 

1941, on a number of wells, I didn't make a count of. 

M. KELLAHIS: That i s a l l , thank yon. 

Md. SFUBHXSRt Anyone else? 

'-Si. STAHL; Mr. Stahl, Permian Basin Pipeline, 

q Just one or two orations. I believe you testified- that 
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during 1953 there were certain iaagultifts existing i n the various 

pools undar discussion, did ym not? 

A Yes, sir* 

A When was gas proration put into effect? 

A January 1, 1954* 

v AA% Grimm, as a practical matter, w i l l the institution 

of gasproration as of January f i r s t mean that a l l of the in

equities which existed prior to January f i r s t he automatically 

slimiiiated a© of January 2nd.? 

A Ho, sir* 

H Ixi other words, operators and pipeline companies, i f they 

operate in conformance with the rules and reflations as establish* 

by thw Coxasission* w i l l tend, ©ver a period of hise, to eliminate 

those inequities which did esdst, w i l l they not? 

A That Is right* 

v Sot, i t does take some period of time? 

A. Yes, s i r . 

MU STAHL: That i s a l l . 1 

11 , SPUERXSE: Anyone else? 

By I f t . i M S i | 

Q !!r. Grimm, you t e s t i f i e d as t o the allowable i n th© ; 

Jalco and Laa^aatPool during the month of February? j 

A Yes, sir* 

i You brought out the point that the Langmat was appr^wdjaa^ely 

otae-tiiird greater during the month of February, tha assigned 

allowables, than the Jalco, i s that correct? 

A Yes, sir* I 
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-J Are you familiar with what they were daring the month of 

| January? 
i 

| A I have a schedule that I could —• 
i 

! A i l l you give the Commission those figures? 
! 

A JOuring tha month of January, 1954, 160 acres in the Jalco 

Pool was allowed 36,-421,000 per month. 160 acres i n the Langmat 

Pool was allowed 30,852,000 per month, 

A So, that from th® figures that you Just read i t appears 

that tha allowables assigned to Langjoat, i n relation to th® Jalco 

wore greater one month aad th^n the opposite %*as true tha next 

month, i s that correct? 

A That l a eorrect* 

A Have you studied our rule© that have been devised i n the 

j gas pools? 

! A Xes, sir* 

Q Is there any concrete way to equalise them over a one 

âonth period, as between pools, unless a l l of the nominations 

[ were considered as a unit? 

j A 1 don't believe so. i 

Q But, you could equalise them over a period of, say, six j 
months, couldn't you? i 

i 

Q therefore, there wouldn't be any inequities between pools, 

would there? ; 

A Hot ovar a six month period, that i s right. \ 

A, Ton wore questioned by Mr. Adair, pertaining te dual I 

completions. Bo you see anything wrong with allowing a dual corn-! 
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• pietism, allowing the dry gas to be ̂ uducsd froa the Yatee soae 

and the so-called casinghead gas and ©41 to be prodttcsd fro® the 

Seven lUvers sons? 0© you see anything wrong with that? 

A Io, s i r , net as long as the quantities were controlled* 

Unrestricted production would tend to proisote waste* 

Q As long as the gas was put to beneficial use, i s that 

another factor? 

A well, that i s another factor, but, as betweaa* the two 

emaciations, tha us© of the gas, I don*t think would necessarily 

effect the reservoir i t s e l f . 

w; Mr. Orisss, pertaining to proration units, you testi f i e d 

that a well would drain at least 640 aeresV but from the practi

cal standpoint i t i s your ^coisEasttdatlon that the promtlnn unit 

should he an area of 160 acres, i s that correct? 

k I believe 160 acres would be a practical proration unit 

within these fields, inasmuch as a good part of the wells are 

bradenhead completions and you already haw those completions 

; available as soon as they are o f f i c i a l l y cleaned up and put on 
1 their schedule. ! 

0 Xou would prevent econonie waste i n some respects by | 

ataying at 160 acres, would you not? 

A I believe so, aad would cost less stoney. ; 

s Don't you think there should be some control on where a ; 

wall is located in that 160 acre area, when you assign It 160 j 

a era s? \ 

A I Aalisvs that there should be rulings as to a regular 

location oa 160 acres, or, for that matter, on any unit. Howeveri 
j 
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1 I think i t should he left open for exceptions to granted, 

providing the surrounding operators did not object, 

Q 3y exceptions, you man a unit greater than 160? 

j A Both a unit great ertfean 160 and exceptions to the spac-

I ing of ths well within the 160* 

| q Do you think i t protects correlative rights to prorate, 
! I f you allowed an operator to have an allowable greater than 160 # 

i 

i f the wall location were in -such a position that I t would be 
c*apletely on one side of the unit, in relationship to tha other | 
side? 

A I believe that the allowable could he s© sot as to pro

tect correlative tights. I t i s probable that i f 640 acre unit, 

sucb as you described, were given four tinea the allowable of 
! 160 acre unit that I t would probably produce some of i t s gas from 

neighboring acreages, and i s turn be drained of some of i t s gas 

; fraa iteighboring wells on the other side* 

i Q lou testified also to the affect that the Jalco-langmt 

area ̂ as essentially a gas rasarvoir, Is that correct? 

A Yes, sir, 

Q I f tliis Coflwalssioa were to allow unrestricted withdrawals 

of g&s from that area, would that not teoci to reduce the total j 

recovery of tho o i l on the o i l rim of this reservoir? 

A las, sir, i t would cause o i l to migrate up in the 

reservoir, into the gas sea* and wet th® formtioa, tha reservoir; 

walls, as i t were, and be lost forever, as far as producing is j 
i 

concerned* : 

Q That would be very wasteful* «ould i t not? . 
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ies, sir. 

Kr% Grins* back to this exception on 160 acre unit, area* 

there caeca where, i f the Coaaaisaioa did not allow exceptions thai 

I t would result in the confiscation of property, that i t wouldn't 

he econoKically feasible for some operator to go over to that ©ad 

of the unit and d r i l l a well, and I f ha wasn't allowed he would 

essentially lose his property unit, isn't that correct? 

A mat Is right. 

Q Mr, Grins, you have tbe Langmat and the Jalco, you consi4®r 

them a somon reservoir, is .that correct? 

A T#s, sir. 

A V/hat about tha Queens sons in that reservoir? 

A 1 believe I t is cocsaon with th® others* 

C Ton believe that the vertical limits of the Jalco and Lsjj&s&t 

Pools should be extended to include the Queen, is that correct? 

A Te-s, sir* 

A What about tho Sumont with relationship to tht Langnat ajju. 

tha Jalco? 

A I b«iieva they arn a i l mm reservoir, 

Q In other words, we hav© got one great big gas sheet that 

extends from the top of tho tates to the base of the Queen, i s 

that correct? 

A fas, sir, even lower in some instances. 

Q Ar© you familiar with th© pool delineation that the 

Q©Ki8ifisio» set up in Case 245? Have you studied that at all? 

A lot as a case number. I aay be faailiar with i t . 
j 

Q But that was the order which the Comaission set up these! 
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peels, tho Jalco aad the Lanjp&at and tha arrow aad t h t Susoat* 

Have you studied the record or aay of the testimony Involved i n 

these cases? 

A I have not studied tha record or any of the testJuaioay 

of the record, that i s r i g h t . 1 have* seen sons of the exhibits* 

Q Could you spec i f i ca l ly state which exhibits you sight 

have seen,was i t the rap that outlined the pool bcaaidaries, by 

any chance? 

A I my have i t hare, 1 don't know, I did see the map that, 

outlined the pool boundaries. I don't — I t sees* I don't kao*f 

i t as & number. . I tm sorry, 1 do not have stay o f those maps here 

A: I n vies* of the eircu«stanc«s., i s i t your recorapendation 

that the Commission r e d e f i n e the v e r t i c a l l i m i t s of the four 

pools, which you have l i s t e d oa the sap, and combine them in to 004 

common pool? 

A Did you say vort ical? 

A VJell, I said v e r t i c a l , insofar as I was t a lk ing about th$ 

Jalco aad Langmat. The Jalco and Langmat do not include the ba® 

o f the Seven itivars aad Queens sons, as the Sumont does, I b e l i e v i , 

A I f you mean from a reservoir standpoint, I th ink that t h i t 

w©uld be ths simplest th ing to do. From aa administrative stand-! 

point , I have no quarrel wi th the way that they are presently j 

delineated. 

C Do you see anything wrong with the way they are presently 

delineated? 

A No, s i r . 

A Oo you know of any reason whym uad«r t he i r present delin-
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eaticm, anyone w i l l be deprived of aay of their rights, or there 
i 

j would bs any waste involved i f we l e f t i t the way i t is? 
i 

! A 1 think, the only suggestion as to the way i t i s , I 

think i t probably should be broadened to include more area for 

each of the pools, i n order to be sure that there are no vacant 

areas within the reservoir that are not taken care of by at least 

one or the other of the pools. I think, as' i t i s now delineated, 

I think i t can be very definitely used to prevent waste. 

ME. SPUBHI5R; Are there any other questions of the 

witness? 

MR* KSLLYs I would like to ask the witness one ques

tion* 

By ffkhY; 

Q What i s your definition of a gas well? 

A Gas well i s a wsll that penetrates a reservoir i n which 

the reservoir f l u i d i s i n a gaseous state and when i t i s produced 

i t produces only f l u i d which was i n a gaseous state i n the reservoir. 

HR. KELLY: That i s a l l . 

MR, SPITSEIERs we w i l l take a recess for lunch and come 

hack at 1:30. 

(iloon recess.) 

A F f S R l Q Q H | j S S I O J 

ME. SPUBRIER: The meeting w i l l come t o order, please. 

Judge Foster, do you have anything more? 

ME. FOSTERi No, s i r , wc are through. 

MR. SFURR1M? I might say t h i s , do you have anymore t o 

present, Mr. Adair? 
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ADAim we »»ay have a l i t t l e mere* 

$th* 3PUER11RS The Governor ca»*t be here u n t i l later this 

afternoon. He would like to hear the rest of the case. 1 suggest 

that we pass or recess Case 582 u n t i l he can be back. 

{Whereupon the taking of further testimony in Case 582 was 
continued* 

Tnursday.^February TsJ bfSjfcTAJNL 

M s SPtmRIEiij The meeting w i l l com® t© order, please* Before 

we get Into the hearing, I have mi announcement or two* One is a | 
directive, which we dated February 10th aad asked for operators ia; 

the Tubb and Blinebry Pools for well logs* We note in the directive 

that very few of the logs have been submitted* The Commission 

needs those logs and we need your cooperation In getting then i n * 

We l e f t one thing off the directive and that was that they should 

be smiled to the Hobbs office* I f they have been mailed to Santa 

Fe we w i l l see that they get there, but i t w i l l save time and con

fusion, to m i l them directly to the Hobbs Office* 

The f i r s t case we want to consider this morning i s to go beek 

into Case 582, the Jalco Gas Pool* Mr. Stahl* 

STABLs I f the Commission please, I would like permission 

to mak© * brief statement because I have a plane to catch at 10s00! 

this morning* j 

ySx«, SPOERIEta Very well* ! 

MS* STAHhs In reviewing the transcript of the re-hearing and 
in listening to the testimony which has been presented, I t appears! 
to Pemias that certain elements of dispute might have easily been! 

resolved fey some other method than by an order of the Commission 
which then has the possibility of going on up through the Courts* 
I f I might briefly review the method by which these rules were 
derived, ix might ba of help- to ©voryoae. ; 

As you w i l l recej3fl̂ E'SŴ Li»clû f̂̂ l 8̂»mitte© was asked to devise 
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a set of Qkslc proration rules for the proration of gas in the 

four GOURUY area. That was done, and as anyone who knows, who 

servexi on the Committees there certainly was no agreement between 

a l l companies represented* I t was thought by people serving on 

the Committee that any rules, even though we knew that they were 

probably vague in some cases, probably incorrect in others, would j 

be of halp to the Coiraaittee in setting up proration* So, as you | 
j 

a l l know, those standby rules were written* Only one set of rules 

was written, even though i t was to apply to many diversions, to j 

wits nine different gas pools, with different problems i n each 

pool* The Commission then put those rules into effect, effective 

Januaxy 1st. I t seems obvious, at least to Permian, from the 

evidence that has been put in in this rehearing order, that there 

are certain elements that need further definition in the rules; 

that the rules, as they stand, are probably improper* They do 

j need some clarification* So, i t would seem to me that i t would 

| save everyone*s time and money, besides, we would know where we 

stand rather than having to wait for the Supreme Court to t e l l us 

where we stood, i f the Commission would take i t upon themselves 

either to appoint another industry committee to study certain of th© 

specific problems and come up with recommendations, or on their ! 

own motion to set hearings to review each of these problems and j 

postpone an order on th© rehearing, as requested by T and Ps and
 1 

a l l others have an opportunity to review either what i s the result 

of the Committee work, or what may be the result of the'Commission*s 

opening up certain of these matters on i t s own motion* 

For example3 wo have listened with a great deal of interest 
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%Q ths miamm* We feel that there are generally five areas of 
dispute at the present time* Th® f i r s t of these is with respect 

to the pool limits* Since there is dispute about that, i t would 

appear that the way to handle i t would be to hold a hearing* at 

which time each interested person could come in and put on their 

evidence with respect to whether the pool should be redefined or 

not* That appears to be one of the main elements* I t would seem j 

to me t-3 be beneficial to the Commission at this time to get the 

thoughts of a l l the expert witnesses, which could bs made available 

on whera th® pool limits should be* The second area of dispute I 

at this time, as we see i t , i s whether an operator has the right 

to multiple allowables for on® well* For example, i f you have 

460 acres in a particular section, and you have ©ne well, whether 

you w i l l toe permitted, providing that you can justify to the 

Commission, on the engineering evidence that you w i l l have three 

allowables granted for that one well* As i t i s presently written 

you are permitted to ask for an exception but there has been no 

policy or no rule laid down, to date, by the Commission with re

spect to knowing where you stand* So, i t seems i f the Commission 

would properly qualify that right by saying that the operators 

have to show - demonstrate through engineering evidence that the 

granting of a larger allowable, or a multiple allowable, i s j u s t i 

fied* I f they knew they had that right to start out with, we 

would eliminate the second area of dispute* 

The third area, as we see i t , i s in the definition of a gas 

well, as opposed to an o i l well, particularly in those pools 

which ar© primarily gas pools, but do have a rim of o i l around 
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them. I don*t think there is any serious dispute among the vari

ous operators, i t i s simply a question of clarification. Again, 

no ori-3 knows exactly where they stand. 

The fourth item, which Is a corollary of the t h i r d , is that 

the proration of o i l wells in a gas area at this time, the effect 

is rather vague. I f the operators knew that i f they had an o i l 

well in what i s designed as a gas pool, and I f they were going to 

be permitted to produce the o i l upon the same basis as the gas is 

produced from an off-setting gas well, i t would go a long way to 

resolving what appears to be a lot of objections. 

Tha f i f t h area of dispute, which seems to me relatively 

minor, and easy to take care of, is to eliminate the necessity of 

a hearing on an unorthodox location of an existing well, In other 

words? an o i l well which i s played out, which has not been located, 

properly under the gas rules where tha operator wants to re-com

plete that as a gas well and get an allowable on i t , even though 

i t does not conform to the Corimissions spacing order with respect 

to gas wells, since i t i s an existing well i t seems to mm only pro

per that some procedure be set up, other than the necessity for 

hearing for classifying that as a gas well* 

These five items, of course, present some problems, but i l l 

seems to m& we are not going to solve ths problems by taking this! 

matter up through the Courts* I f there i s an area in which the j 

Comal ssion and the operators can -work ZQ solve the problems, short 

of l i t i g a t i o n , i t seems to me i t would be to everybody's benefit.,Re

viewing evidence that T.P. has put on their objections, their f i r s t ob

jection deals with the boundary line. They have put in evidence 
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saying that the boundary line is improper* I t seems to me i t 

behooves a l l of us to find out whether the boundary line i s im

proper, and i f i t is to move i t * Their second area i s with re

spect to the granting of the three unit allowable for one well 

where they have 480 acres which is contiguous* They have made 

application, which as yet has not been heard* Here again i s an 

area that can he resolved short of the Courts* The first point 

they have raised i s whether their minimum take provisions in their) 

contract with £1 Base would be abrogated by Cosnissien action* j 

It seems to me, here again in something that can be resolved, 

T* P* Ms readily admitted that they have not been hurt and that j 

El Paso has been taking more than the 550 a day minimum* I t seemsj 

that at such times as T, P» Is hurt thsy then have right to legal 

action, which fully protects their rights, even though the time 

for questioning the validity of the proration order may have passea5* 

Permian Basin Pipeline Company feels as i feel, many of the opera

tors and interested parties do, that there i s an area in which 
t 

'• through cooperative action, and through re-writing the rules to 

| specify what your rights are a l i t t l e more clearly, we can avoid 

litigation in this suit and s t i l l continue with proration* 

I thank you, and 1 will see you next month* 

&t« SPUEHIES5 Mr* Hinkle* 

MB* HXNXLB3 Clarence Hinkle, representing Humble Oil and 

Refining Company* I would like to make a brief statement on be

half of Humble* We agree, in part, with what Mr. Stahl has pro— 

Sposed, but in part disagree with him* We believe that the evi-

: dence put on in this case clearly establishes that gas pro-
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ration is necessary in order te prevent waste and protect eorrela-j 

tive rights. We want to coamamd the Commission on their action ! 

that they have taken so far in inaugurating gas proration i n 

southern iiew Mexico. We think that the f i e l d rules that were 

adopted for these individual fields were probably the best that 

could bs gotten up under the circumstances* 

We feel, however, that the Commission, as well as most of the 

operators realize that these rules are going to have to be amended 

from time to time, to take care of inequalities as they bob up and 

do exist.. This evidence has also shown that there i s an honest 

difference of opinion as far as the delineation of some of the 

fields are concerned. We would like to suggest to the Commission 

that i t appoint a technical committee to study the special f i e l d 

rules that have been adopted and to study or re-evaluate the 

definition of the various gas pools ia the light of proration, 

with possible revision of them to cover the separate reservoirs 

as they exist | for that committee to report back to the Commission! 

in ample time before the end of the present six months proration I 

i 
perioi, so that tie Commission may adopt additional rules or re- j 

I 

vise the present rules to take care of the inequalities that may | 

exist| ana ts also possibly revise the delineation of the fields* | 

I think that particularly applies to the- Jalco and the Langmat \ 

Fields, and those others where there may have been a lot of old 

wells d r i l l e d . I t i s a problem that, i s hard to cope with. The ! 

Commission has a hard job working out a l l of the inequalities. 

I think, also, the Commission should consider in connection 

with entering a supplemental order or an amended order i n this of the rule, with respect to setting 
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units, fhara ie ample testimony in the record to show that ©ne 

well w i l l adequately drain 640 acres. I think the Commission 

could solve a lot of these problems, administratively, i f they woujld 

amend your f i e l d rules in the Jalco case, which i s pending, to 

provide for a standard unit of 640 acres. That would mean that 

the 640 would get an increased allowable, which would be equal to 

four times the allowable of 160, which has not been set up. I t j 

would also mean that the Commission could assign, administratively, 

without these hearings, acreage i n each section to the different -

wells ami in reality accomplish the same thing that you are trying 

to accomplish by setting up the 160 acre units the hard way. ; 

I think the rules should also be amended to provide that no 

exception would be allowed to the straight section, 64O standard 

unit, except where consent of a i l interested parties i s obtained* 

That would take care of the case that was put on here yesterday by 

the Gulf. lou could make an exception of that kind after a hear

ing and afteryou showed the consent of a l l parties or showed that ! 

the proponent of the application owned a l l the acreage involved. 

I think, by following that kind of procedure i t would answer 
i 

95 percent of a l l the complaints and, as I say, i t would eliminate! 

the f i l i n g of a lot of these application for the approval of j 

unorthodox units. In the end i t would accomplish the same thing 

that the Commission is attempting to accomplish by the 160 acre 

standard unit, which you have set up under this present order. 

There are a lot of operators who have held back the f i l i n g of their 

application for approval of eommunitlssation agreements and un

orthodox or non-standard units simply because they wanted to see whici 
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way the Commission wan going to rule oa this matter* There has 

bean no order, as Mr* Stahl brought out, yet, approving an unorthcf 

dox location. I f you would amend the rules, as I have suggested, 

then I think i t would be clear what the problem i s , and you could 

is»ediately straighten out the whole matter* Then, by appointing 

thia coaaaittee, by the end of this six months period, and having 

the experience of this proration period, at least three or four 

months to go by, to show what the inequalities are, and where they; 

exist and how they should be remedied, the Commission would then 

be in a position to revise the rules to take care of a l l the In-

equalities arid possibly re-define these fields as the T* P* has 

suggested* 

KK* SMITHS J* K* Smith, Stanolind Oil and Qas Company* 

I would like to subscribe to the statements that Mr* Hinkle has 

made* I think i t i s a reasonable approach and a f a i r approach, ani 

there are one or two other matters that present themselves, from 

a technical standpoint* There has been evidence In th® record 

which would indicate that gas may migrate from the hangm&t Pool 

over into tha Jalco Pool, and since the original call of the 

docket on this particular proceeding didn't contemplate the fact 

that another purported f i e l d would be affected, there might be 

gome question as to the jurisdiction of the Commission i n this 

particular proceeding* I think, however, there has been enough 

evidence in the record to establish that there are certain 

disturbances of equality rights i n the Jalco Pool which would 

Justify tha Commission in holding the order open during a period 

of time of review, as to whether or not the Langmat Pool and the 
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Jalco Pool do const!tut-® a common source of supply* 

I certainly heartily subscrihe to what Mr. Miakle says in 

respect to Baking a complete review of this entire area in order 

to establish whether or not the withdrawals have been in such a 

nature as to protect correlative rights of a l l the parties in the 

entire area. I am not familiar with the present situation with 

respect to the sales of gas to the Carbon Black Plant down there. j 
i 

I recall there was some evidence in tha record before that the ! 

withdrawals in the sour gas end of the f i e l d to th® Carbon Black ! 

Plant, from the City Service lease were in order ©f nine times the! 

withdrawals of the gas from the T. P. lease. Of course, such a dis

proportionate withdrawal, completely unregulated would cause an 

accelerated movement of gas across the entire area. I think those 

are factors which the Commission must, of necessity, consider 

under ths directions ef the Conservation Act. 

MR. SKfllHlERs Mr. Kelly? 

ME, KSLLT: I would like to subscribe to Mr. Stahl*a 

receesaendation in that the Commission appoint a technical committee, 

provided, of course, that i t i s represented by a l l segments of the 

industry, including the independents, and also, I would like to 

see the Committee study in particular the defining of the gas 

well. I t i s my understanding that a neighboring State has a ! 

statutory definition of a gas well as one being, as a well that 
i 

produces in excess of 100,000 cubic feet of gas per barrel of o i l . 

I think, i f some type of definition i s put into our order, that 

i the confusion resulting after a man d r i l l s a well and wondering 

whether he is going to be put on the gas or o i l proration schedule, 
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1 

So far as this fimtter of l i t i g a t i o n i s concerned, i t i s 

practical!/ impossible to satisfy everybody or to writ© a perfect 

order s or, as far as that goes, to put anyttiiag before any group 

composed of as many diverse elements or interests as may be rep* 

resented Iti this situation. I f you are going to wait u n t i l 

eventually you get some kind of an order that completely satisfies! 

everybody, this gas w i l l have long since disappeared. We suggest j 
i 

that you hold on to what you have now* We agree with the appoint-! 

meats of committees to study the matter and improve i t , but we do 

not suggest that you discard a year's work and a year's negotia

tion oa the part of the operators and start afresh at this time. 

Miu SFUBRISK. Mr. Rowe? 

Jffiu EOtfSi Hart in A. Howe, representing Sun Oil Company* |*e 

concur in part with statements from practically a i l of those who 

;

! have preceded me here this morning, but I think we have probably 
j 

: dissented in part from practically a l l of them* Our thought Is 
j 

! that there are probably some wrongs in the rules that have been 

written. We concur in the idea that i f those things are to be 

i corrected, that a new hearing would have to be called with proper 

scope of notice to cover i t to carry oat whatever the evidence 

shows i s necessary* For example, i f the evidence shows, as i t appears 

to me to have beer* shown by the evidence presented here yesterday ! 
I 

that 640 acre unit was the one that could be sufficiently drained 

by ©ne well, then i t appears te me that the order should be written 

following the evidence, but after a parliamentary hearing. 

HoWj as to the idea of appointing a technical committee to 
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feet* 

H Over what period of time i s gas vented reflected on that 

Exhibit lumber 4? 

A For tha 12 months of the y@ar# 1953* 

Q 12 months of 1952• Have you also prepared a schedule that 

shows the operators and wells that are reflected in the chart there? 

£ legs s i r , For each gasoline plant whose vented gas I 

reflected on Phillips Exhibit 4, I have a schedule that shows, by 

months, the number of casinghead wells connected, the number of 

dry gas wells connected, the total number of wells connected, the 

monthly gas processed i n MCF, for casinghead, dry gas and t o t a l , 

and the total gas vented at the plant for the month. 

Q het me ask you this question, feu have used the term 

"casinghead gas" and *»dry gas". 

A Yes, s i r . 

a For the benefit of the Commission and for the record, 

w i l l you t e l l us what you mean by those two terms? 

A Casinghead gas i s that gas that i s produced from an under

ground reservoir with o i l production mid from the same well bore. 

Q And what do you mean by the tern "dry gas"? 

A Dry gas Is gas produced from a well which i s produced 

without any o i l , and i s produced from a reservoir which contains 

only dry gas, or from that part of a reservoir which contains 

only dry gas. 

o low, the gas that you defined here as casinghead gas 

i s produced fro® the same <sommon source of supply, or the same 

common reservoir as the gas that you have found as dry gas, i s i t 
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A Yes, s i r , 

Q Now, ths o i l wells that are i n these areas, some of them 

have ga*-oil r a t i o limitations, do they not? 

A That i s right*. 

Q would you regard that gas that i s being vented i n these 

plants, including the P h i l l i p s Plant, as being wasteful? 

A Ies, s i r . 

Q Do you think i t ought to be stopped? 

A Yes, s i r * 

0 Do you think a proration, such as the Commission here ha4 

promulgated, l i m i t i n g gas well gas production to market demand 

w i l l prevent gas waste? 

A I t w i l l reduce waste and prevent waste. I do not b e l i e f 

i t w i l l completely abolish i t . 

Q I t won't stop i t ? A That i s r i g h t . 

Q But, i t w i l l slow down a l i t t l e , won't I t ? 

A Yes, s i r , 

Q Bearing i n mind that one of the statutory definitions 

of waste In t h i s State i s the production of gas i n excess of the 

reasonable market demand or the transportation f a c i l i t i e s for 

the handling ©f the type of gas produced, what would you say, 

would you say that th® producing capacity of these gas wells i n 

these f i e l d s i s i n excess of the reasonable market demand for gas 

i n th® area, or th© transportation f a c i l i t i e s i n the area? 

A In ray opinion, the producing capacity of the gas i n the 

area i s many times greater than the transportation f a c i l i t i e s . 

Q How much greater? 
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K-t. SPUBilllBs Mr, Woodward? 

VCKffiWAHOs We think It Is apparent that this is a problem 

reo,uirin>t. continuing study. However, i t has been under considera

tion lor nearly a year now, and these various orders de not pur

port to bs th* final orders or the last word, they are probably ncjt 

the best rule that could be written. There may be other methods j 

that could have been taken, but we think that recognising that j 
i 

this Is a transition of order inasmuch as i t clearly contemplates | 

further study of the allocation factor that some real progress has! 

been made in the course of a year. We would be reluctant, after 

a year* s consideration, probably long overdue, to discard what pro

gress has been made, 

far as we can see, there are two problems presented by 

these fields. One, of course, being the proration or limitation 

on production to meet market demand from the field as a whole. 

The second is a problem arising from the fact that your well loca

tions ara largely established, your wells have been drilled some 

years ago as oil wells and recompleted as gas wells, and then you 

; have than the problem of dedicating acreage to these various 

existing wells. Now, much, auch time and negotiation has been | 
; spent in attempting to work out means of satisfactorily dedicating 

acreage to these various existing wells, 

Ve don't object, in any way, to further study, in fact we j 

i think that the order as i t stands now, clearly contemplates i t , ' 

we urge the Commission to do so. We ask them to hang on to what tfriey 

i have now and modify and improve what they have, rather than after • 

a year's study and a l l this lengthy negotiations to discard and 
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farther study tm thing. 1 believe that is probably our differing 

point* We doubt tha advisability of doing that. It oeeure to us 

that the Commission has its own staff to study these things* It 

has its own staff to study the evidence presented at these hear

ings and that is the matter that the Goaaisslon is to pass on 

the evidence presented at these hearings and not what the Ideas of 

some outside coomittee might have. In other words, 1 can well see 

where it- might be construed as an insult to this Commission te j 

suggest they get somebody else to do th® work. 1 think that the j 

Commission should pass upon the evidence presented at these hear-j 

Inge and not have some committee take a vote as to what their 

ideas are on these matters. So, I would like to urge the Commisslfon 

to not appoint this technical committee or aay other committee of 

any kind, but if another hearing is necessary, te get out a new 

notice and do whatever is necessary based upon the evidence pre

sented at th© hearing. 

Mi. smmimt Mr. Adair? 

l u ADAIR. If the Commission please, Mr. Stahl came by j 

earlier this morning and asked if it would be all right with us ! 
i 

to interrupt our case in order to make a statement, which, of j 

course* it was al l right with us. We don't object to the state- j 

meats that have been made* We would like to go ahead and completê  

our record in this case* After we have dene so, I would like at j 
j 

that time to answer some of the matters that have been raised here 

on ths floor. ; 

&U SFBRRIER, very well. 
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going tc sffer any testimony or evidence at thia point, i s that 

correct? 

Mii. FOSTERS Mr, Chairman, I had one matter that I would 

like to call the Commission's attention to before I saw that 

we had concluded our case* I could do that very briefly i f I may 

do so iiij>Ws 

ME, WALKEiiS Proceed* j 
j 

Ma, FOSTERS I have been looking over the February pro

ration schedule, X would like to offer that part of the February j 

o i l proration schedule that deals with the LsAgley-Mftttlx Oil Pool! 
i 

and the Cooper-Jal Pool in the record, I think i t very well speaks 

for itself"* You find that there are a number of wells there, includ-

ing some owned by Phillips, that are producing considerable j 

quantities of gas and very l i t t l e o i l . Perhaps one barrel or two 

barrels, three barrel wells, you w i l l find that type of well on 

the schedule, I would also like to offer for the record, Order 

, lumber i3S s entered by this Commission on September 8, 1949? which 
1 did away with gas-oil ratios in a l l of those fields where gas was 

being put to some lawful beneficial use. Mow, we find ourselves la 

this situation that we have a portion of the gas wells that are 

subject to regulation by way of restricting their production to i 
i 

: reasonable market demand, as determined by the Commission, Right j 

across the property line you w i l l have a well that i s regulated 

: as an o i l well, that i s producing very l i t t l e ©il, but at the 

same time there i s no regulation at a l l in the limitation on the 

i gas production from that well. And the gas from each of these wells 

that I have mentioned, the one that is regulated and the one that \ 

1 isn't 4^giilated-d^-daeing-pro<hiced from, the same- common source of : 
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supply ar common reservoir, low, there i s nothing technical about 

that* That i s something that just meets th© eye. I just want to 

make i t a part of this record, so that this Commission w i l l have 

i t i n the record. I t seems to have been a theory developed here 

that yea Just have to protect an appeal proof record here, or 

this Commission doesn't have anything to stand on. I don't share 

that view with anybody, I don't think that i s necessary. I think 

the Cosnission that knows something can take that into consideration, 

whether they put i t i n the record or not, without an order. I t 

may he convenient, i t may be desirable to make a l l of these things! 

a matter of record, but certainly there must be some limitations : 

on the record that has to be made in any of these cases, particularly 

in view of the statute. At least that leaves the door wide open 

to everybody, i f , as and when they get to the courthouse with 

respect to introducing testimony there, rather than here. 

Q&e or two other remarks before I close. I t seems to me 

that one of the things that the Commission must decide here, in 

order to aliminate some of these controversies, i f they can be 

eliminated, i s whether or not you are going to administratively 

prorata these areas as gas fields, or whether you are going to 

prorate them as ©il fields. The Commission, in this Order 835 

that 1 mentioned, said i n the order — Whatever you based i t on, I 

don ft know, I wasn't here, I didn't hear any of the records, didn't 

hear any of the testimony, hut you declared, back i n September of 

1949* that these areas that we are talking about were essentially 

gas fields. But, at the same time, without appearing to be c r i t i 

cal of the Commission, operators have gene about their separate 
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ways* operating as an o i l f i e l d whore they had an ©il well, gas 

fi e l d where they had a gas well. Well, honestly, the time must 

come,, i f i t hasn't already arrived when that sort of aa operation 

i s going to have to b© eliminated, and you are going to have to, 

i f you are going to have effective proration and conservation of 

both o i l and gas in the ar©asf make up your minds which you are 

going to do and then administer the f i e l d under whatever defini- j 

tion you. my choes© to give i t , | 

1 think the Commission has done an excellent job up to now aadj 

1 don't think that — I have a feeling, somehow or another, from I 

a l l 1 have heard and listened to here in these hearings, i n th© 

meetings of the advisory committee, of which I happen to be a 

memberj my company did, 1 represented them at times, and others 

at ether times, that there are probably some operators that just 

don't want proration. I f that i s the case, as to those operators, 

i t doesn't lik e any difference what kind of an order you write* 3|f 

you devise a perfect order, i t s t i l l wouldn't suit them because 

they just don't want proration for one reason or another, I am 

not cr i t i c i z i n g them for that, maybe they feel that their interest 

must have been served, but I just want to point i t out- as one of 

the problems that you have to contend with here in these matters* ! 

I f you recall, at the very outset of this thing, I told you i t wad 

going to be a long, tiresome, tedious one and we are liable to 

lose our patience, lose our perspective i n these matters, and I ; 

can well understand how that can be, because I am getting pretty ; 

dog-gone tired of the fight i t s e l f . But, i t i s something that you 

can't gi¥® ap on, you have to keep going. We feel that we are 
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spending, a lot of time, a l o t of money and spending a l o t of man-

power in these ceatroversies here, sometimes a l l out of proportion 
t 

to what our actual interest in the matter i s * I t seems to me that 

i f you want proration, we want proration on some f a i r and equitable 

basis, in these areas i t i s being put to somewhat of a disadvantage 

here* Those who don't want i t continually keep t e l l i n g us to 

bring in something that w i l l show that we are entitled to i t * 

As to this 640 acre spacing suggested, that was debated extensively 

in these advisory committee meetings* Phillips Petroleum Company, 
1 

at that time, took the position that one well in these fields 
i 

would appreciably and economically drain 640 acres* Slow, that j 

I 
i s s t i l l our position. We urge the adoption of that sort of a j 

rule. Many of the operators, however, f e l t that, due to the way j 

the f i e l d had been developed, that i t wight be better to have a j 

i 
hundred and sixty acre units* Well, you got to give and take, 

you can't always have your way, so ir* that instance we gave. We j 

s t i l l believe that 64O acres would be the proper drainage area of \ 

a gas well. We are not going to insist on that position to the 

extent of disrupting i n any way the efforts of this Commission, 

in accordance of the wishes of the large majority of the operators, 

going to count noses on the proposition, who have a smaller drain

age unit. I f you want to do i t , I don't think i t i s going to make 

too much difference one wap or the other. 1 think that 640 acres 

would be a better approach, but i f you want to leave i t at 160, i t 

i s a l l right with the Phillips Petroleum Company, as far as we are 

concerned* We have made up our mind oa that* 

i want to take this opportunity of commending T, P. for their 
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presentation of the facts in this case* I think every operator 

has a right to cone in to this Commission and make his honest gooc. 

fa i t h intentions about anything that affects his property or his 

property rights in the f i e l d without i n the least being criticised 

©r condemned for doing i t , I think a good strong dissenter some

times i s a good medicine. Certainly we have found i t in T« P. I 

don't agree with a lo t of things they say, but 1 do agree with 

some of the things they say. On those things, that I have agreed 

with them, I don't agree that you get the end results that they 

want to attribute to those things. For instance, I don't think 

at the present time that I t makes a bi t of difference whether you 

put a line between the Jalco and Langmat f i e l d , or over further 

east, ©r move i t further west. The Commission, of course, repre

sents a l l sides and i t has a position in this matter, and one of 

being able to efficiently and economically administer these things. 

From the administrative point of view, I think you can leave the 

line where i t i s , at least u n i t l i t becomes evident that somebody 

is being hurt or injured by i t . low, i t i s one thing to step on 

the cat's t a i l and another thing to hurt i t by doing i t . Certainly 

u n t i l somebody i s actually hurt or injured by this order, their 

property rights are actually being taken away from them, I don't 

see much reason for the Commission to be exoorised by some of 

these contentions. 

I don't mat to see us lose what we have already gained here 

la these hearings and in these meetings, and ia these records that 

we have made. The Phillips Petroleum Company certainly would have 

no objection to the Commission appointing a small committee. I 
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think i t should he small, you make i t large and i t gets to he 

unwieldy, a small eeiSBittee, i f you wish, as suggested by Hr, 

Hinkle of Humble to study these matters and make these recomraenda-

j tioas* Of course, that becomes quite a responsibility when you 

get on one of these committees* You have to spend a l o t of time 
i 

i and a lot of money, and a lot of manpower, but I think ths industry 

owes that to the Commission. We have get a public duty to perform 
j 

ia regard to these matters i n our service to the Commission, that 

| i s our viewpoint about i t . You make the committee small and l e t j 
I i 

j them consider these matters and suggest changes, write out definite 
i I 

j changess proposed changes, have your hearings om them, support 

; those by testimony and give everybody a chance to get his say ia oin 

i t . 1 don't see any harm in coming from that approach. j 

I I believe that about sums the position of Phillips Petroleum 
re-

j Company in this matter. I think we need some real/emmination I 

of the vertical and areal limits of these fields, in a l l of these 

fields in a i l of these areas, fou may desire, from the evidence 

you have heard, to re-define a proration unit, but above a l l , j 

u n t i l you get something better than what you have got, I think we 

ought to string along under the orders that we are operating on. 

I f sosca operator i s tee unhappy about i t , why, then, of course, 

be has a perfect right to appeal, go to the courthouse. Nobody's 

feelings should get ruffled about that. That i s th© way w© operate 

aad that is the way i t ought to be. 

ME. SPtfRHIlBs We w i l l take a short recess. 

(Recess.) 

t-MU SPUR8IER: Mr. Kellahin? 
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mu KBLLAHIHi Attorneys for Texas and" Pacific indicated 

they wanted to proceed. I would like to inqure i f we would have 

an opportunity to sake a statement? So, testimony, Just a state

ment* 

ilfU RUSSELL* I f the Commission please, I would prefer 

that they a l l make their statements prior to our closing statement, 

i f i t i s agreeable with the Commission* 

MR* SPWHEURl Mr. Kellahin? ' 

MR. DIPPEL: Harry Bippel of Continental. I think that 

everybody appreciates that the Commission has probably given more i 

time to this question than anybody has a right to expect. I think' 

that i t go@s without saying that everybody has tried with a l l his 

might and main to present his company's or his own individual 

interests here in as favorable a light as they can fee presented, 

without doing violence to th© obligation that every operator owes 

to himself and to this Commission as a public body* Certainly 

Continental Oil Company i s interested in seeing that i t s rights ar^ 

properly protected. We, as representatives of Continental have j 

that obligation, but i can't help but feel that a l l of the operators, 

when they come to a hearing ofthis kind, are somewhat in the same j 

position that a lawyer i s in when he goes into Court* He i s an ! 

officer- of the Court and he ewes that Court some obligations and 

he ©wes himself soroe, and unless he bears those things in mind he 

isn't going to discharge his responsibility. 

m feel that perfection i s certainly highly desirable at a l l 

times, hut human experience has long since taught us that i t i s 

not very likely of attainment. Continental would lik e to say 
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generally that i t agrees with the statement made by Hr, Woodward 

representing th© Amerada. We feel that i t would be unwise, i f not 

in fact fallacious for the Commission to, in effect, throw out 

th© window what has been accomplished thus far. There has been 

an opportunity to observe results for only a very short period of 

time, «bout a month and a half. Certainly, we learn by t r i a l and 

error and we know that this i s not a sufficiently long period of 

time to really be able to evaluate the results* 1 think i t has 

been clearly demonstrated by testimony her© that there has been 

some improvement, that the change resulting from the adoption of 

the rules that were adopted has been in the right direction. As 

long as progress is being made, that i s about a l l that we can 

expect, and Continental feels that definitely progress has been 

made. With respect to the suggestion — X believe f i r . Woodward 

made i t , that they had no objection to appointing a committee to 

look Into the matter of pool delineation. Continental has no 

objection to appointing such a committee, but we suggest that i t i s 

very unlikely that such a committee would come in with recommenda

tions that represented the unanimous opinion of everybody, I ! 

I 
think that i s just as sure to follow as everything, but surely thej 
Commission remembers how d i f f i c u l t i t was for previous committees j 

i 

to agree on very many substantial things, ! 

I would like to suggest that we a l l bear in mind what we 
i 

certainly know so well, that anytime anybody feels that his 

interests are being jeopardised, or that he may already have sus

tained this injury, that this Commission is always open to them, 

We feel in that connection then that i f th© matter of pool delinea-n'sed any ^ JLI a^entiear" 
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approached upon th© basis of a new application for that purpose, ̂  

on behalf of somebody who wants that, and then after proper and 

adequate notice, have a public hearing, at which everybody can 

bring a l l of the evidence and testimony that they feel i s jus t i f i e d , 

in the same manner as was done originally when the pools were de

lineated as they are now. So, we would urgently recommend that 

the Commission keep what i t has, amend the rules i f the evidence j 
i 

that has been submitted here at this hearing indicates that amend

ments are ju s t i f i ed , and l e t ' s keep making progress. Let's don't j 
i 

throw away what we have accomplished and try to start a l l over, 

MR, KKLLAHIK! Jason Kellahin, representing Samedan Oil 

Corporation, Samedan Oil Corporation subscribed to the statements' 

that were made by Mr, Woodward i n behalf of Amerada and Mr, Dlppel 

in behalf of Continental, I would also like to further point out 

that the question of pool delineation has entered into this case and 

I believe that we have somewhat lost sight of the fact that th© 

question was raised, At least, i t i s jay belief that the question 

of pool delineation was raised, not for the purpose of re-definini 

the poolsa but to attack the proration order i t s e l f , i t being 
i 

essential that a pool be delineated before an order in that pool, j 

In that- connection, we would like to point out that a Commission did 

enter valla and fi n a l orders delineating the pools. Of course, ; 

the rules can be changed, the statutes and the Commission provide j 

for hearings for delineation and re-idelineation of pools. As a j 

means of attacking the proration order entered in the Jalco 

Pool, I do not think that the Texas Pacific position can be sus

tained because of the fact, on February 17, 1953, the Commission , A D A D E A R N L E Y 8t A S S O C I A T E S 
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entered Order lumber which delineated the peels* In that 

order, the case was continued to th© April hearing and successfully 

continued to a number of hearings* Th© Terns Pacific agreed to the 

delineation of the pool as shown by the record introduced in this j 

case* Further, on November 10, 1953 the Commission in Case 245 

and 521 entered i t s Order {-lumber R-264A which extended the boundaries 

of the pool following those successive continuations of Case 265, j 

I t i s true that the question in 521, the pool delineation, was within 

the call of the docket* Mo testimony was offered and no order j 

entered. The order entered on November 10, 1953* we submit was a i 

f i n a l order* The proper order i s not to attack that order, but to 

call for a new hearing, i f the question of pool delineation i s to 

be considered by this Commission* We subscribe i n general to the 

statements that have been made by the two companies and we would 

be glad to participate in any study, in the event the Commission 

so desires* 

1 , CAMPBELL: I f the Commission please, I would like to 

make a statement on behalf of Leonard Oil Company of Roswell. The 

statement that I want to make involves the question ef how to pro

ceed i f the Ccmnission wishes to, in undertaking to make changes cr 

improvements in the existing ordersf with reference to delineation 

of pools3 establishment of proration units and any other matters ' 

that th* Commission feels need to be changed* i n making this j 

statement, i do not wish to criticise anybody who has ever served ! 

on any of these industry committees.. They spent a great deal of 

time, &ad I am sure conscientious effort i n trying to present to : 

the Commission, recommendations that they feel are proper. However, 
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I feel that the Commission should proceed with caution in appoint

ing industry committees indiscriminately to recommend matters of 

policy to i t . Certainly, industry committees and the data such as 

the o i l industry has available should be available to any regula

tory body at any time, as a matter of fact, actual information. 

However, the staff of the Commission has the responsibility, based 

upon tha facts that are presented to i t , to reach decisions ef 

policy. 1 — And this my surprise the Commission and Judge Foster, 

I agree with most of the things that he said this morning. How

ever, 1 can not concur with his statement that th© Commission should 

proceed without f u l l recognition of their obligation as a regulatory 

body to hear evidence and to reach independent conclusions based 

on that evidence. 

I concur with Mr. Kowe's statement this morning that i f 

these are matters which need to be threshed out, the Commission 

should call hearings and people should come before the Commission 

and present their evidence and testify, and the staff of the 

Commission should then make i t s decision. I f the staff of the 

Commission is not adequate for that purpose, i f i t i s not adequate 

to correlate a i l the information, technical information that the 

industry can make available to i t , then the staff should be en

larged, but i t should not, in any respect, and 1 don't think i t 

is good for the State of Hew Mexico or the industry to delegate 

i t s authority to any industry committees when i t comes to the 

matter of basic policy, such as the establishment of the size of 

proration units and the matters of those kind. Those are things 

that should be heard before the Commission, and the Commission 
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should jsaks i t s independent decisions 

I tsilave that may bs one of the d i f f i c u l t i e s we find ourselve| 

io* i urge5 along with some of the other people that made state- j 

ments* x£ the Commission wants to take a look at some of these 

matters, LC they want to leave the present orders, in fact, u n t i l 

they can take a look, that they call hearings and give proper 

notice and have people come before them and present evidence and j 
I 

testify * I don't think the Commission has spent too much time \ 

on t m matter* I don't think i t can spend too much time on a j 

matter of such consequence, as the industry in this State and to < 

the p«epls of the State of Mew Mexico* I urge that you proceed 

with saution in appointing industry coramittees to make recommenda-f 

tion and laaugurmte those without public hearing* 

K£» YIC&2R?* J* H. fickery with Atlantic. Atlantic favor 

i the continued adoption without change, at this time, of the 

. presortly established pool rules for the Jalco Qas Pool, as set 

i out ii. irder R-356* Atlantic i s aware that changes in the orders | 

may be ueeassary from time to time, and i t is recommended that 

these changes, that ths consideration of these changes be confined 

to separate hearings, covering only the specific portion of the j 

rule that appear to be in need of revision at that time* ! 

iH* SPURRlHtti Anyone else? 1 

Mil* mommmt I f the Commission please, I would like to \ 

ask tho Commission i f the ruling Is that those persons interested 

in making a statement are required to make that statement prior to 

the completion of the Texas Pacific's case? I submit that is 

soRsjwhat irregular to coment on a case u n t i l i t is completed* We 
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would like to bear the rest of their present ease, I am sure, i f 

they care to make any consents on statements that are subsequently 

made at the closing of their ease they would have leave to do so. 

We would like to withhold any comment on that matter u n t i l they 

have rested. 

ME3 RUSSELL; I f the Commission, please, the case i t s e l f , 

insofar as the applicant i s concerned, has been closed* Then, 
i 

we assume that a l l other interested parties withholds their present

ation,, and then the applicant, in conformance with normal procedure, 

would b« given the privilege of closing the case for closing argument, 

i f there is no further* evidence or testimony to be introduced by the 

applicant * 

MR* SHfRRlSft. This w i l l be your closing argument? 

MS» RUSSELL; Closing argument i s a l l * 

K£U WOGEWAHBs I f the Commission please, i t i s a techni

cal matter. I t is practical to this extent that we think i t w i l l 

save some time* In order to make any sort of statement on the 

issues at hand, I think i t would be necessary for us to ask 

Texas Pacific that they clarify our understanding of their position 

on certain issues that they have raised in their application and 

in their evidence. I feel sure that they w i l l adequately c l a r i f y j 

their position on those matters when they have summed up their case* 

So far as Making a f i n a l closing argument after they have summed 

up thS4.r cas «• and statements have been made, I am sure they w i l l 

have leave to do so* But, at this point they have simply stopped 

giving evidence and have not drawn together or in any form of 

summation outlined the contentions that they are making, and, while 
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I think t t * record, adequately disclose tuoat, i t would etftainl}' 

save time, rather than a process of interrogation to clear' ap some 

of those contingents* 

Mtt9 8PUREIL.Es Anyone else have anything ©ore in the 

| matter before Mr. Sussell makes his closing argument? Mr. Russellj, 

| K&. wuOWAED? Before you start, I want to get this | 

clarified. We understand we w i l l have an opportunity to make our 

statements when h# is finished. 
I i 

fcu 3PURRIEE. Mr. Woodward, we are trying to get this 

thing shut down as quickly as possible. I believe i f you have a 

statement to make you should make i t . 

ME* WOODWARD; Our questions have been raised in the 

interest of saving some time, and i f th© Commission would prefer 

that w© make our position clear at this time, we ask that we be 

given opportunity to clarify our understanding by submitting 

to Texas Pacific certain questions as to their stand. Is that 

agreeable? 

ME* SPURRIER; Go ahead* ; 

KH. WQQBWAKJ3I These questions are simply designed to 

clarify our understanding. I wonder i f we are correct, or i f i t I 

i s Texas Pacific's position that waste i s actual production, j 

waste of gas is actual production i n excess of market demand and 

not simply- capacity to produce in excess of market demand. Is 

that Texas Pacific»s position here? 

MR. BUSSlLLf Well, i f the Commission please, i t seems 

ito me that we are being called upon to answer a question that we 

have objected to in the testimony a l l the way through. 
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Vs** tloQDVAaJjt I think the record will show that waste is ; 
i 

actual production, in excess of imrket demand and not the capacity | 

to produce in excess of market demand* I don't want to waste the j 

time of asking the Commission to go hack over and read the record*! 

can't intelligently discuss the case unless we knew what it is 

here. In order to establish that fact, reading this record over 

again i s a great waste of time. I f , as our transcript indicates, j 

that is the statement they have made, we would like to find out 

i f that i s s t i l l their position. 

Kn» :iUS3BIL! That i s our position. 

Juu WQOEWAEDs All right* The second question concerns ! 

notice and hearing. As we understand the Texas Pacific position, 

the orders in this case are not valid inasmuch as proper notice 

and hearing was not given. I s that correct? 

KUSSELLs I believe that i s correct* 

Mil* yoODwMOi I believe you so stated, at those show 

cause hearings. 

MrU HOSSELLi I believe so. 

Mia WOvWAHDi With respect to this question of pool deliaf 

eation, Is i t Texas Pacific's position that the accurate delinea

tion of the pool is a jurisdictional fact that the Commission must! 

find to. order to enter a valid order? ! 

MRs EilSSELLs That i s correct. ' 

'fu WOODS*ARSi On thOv last point, i s i t Texas Pacific's | 

position that the operation of this order may, at some future time4 

impair some legal right that Texas Pacific enjoys under its con

tracts? 
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ME* That i s correct* 

HU WOODWAHDs With those matters cleared up, Amesrada 

would like to state that i t i s ia sympathy with what th® Ooaaission 

las done and has sought to do in these proration cases* I t believes 

that proration in these fields i s necessary, that the Commission j 

Is invested with ths authority to deal with the problem and that 

i t has exercised I t s authority as a matter prescribed by law* 

We should also like to make a statement with respect to 

certain specific issues raised by Texas Pacific in this re-hearing. 

Assuming j, without conceding for the moment, that the Commission i s 

only empowered to prorate production of, or gas production for 

th® prevention of waste, we think there i s some evidence that 

waste has occurred, i s occurring, but there i s definitely evidence 

in tha record of prospective waste to the extent of the f i e l d 

potential substantially exceeding market demand. To paraphrase, 

Texas pacific's contention that wast® is actual production in excess 

of market demand, and not the capacity to produce in excess of 

market demand, we might point out that, aa a practical matter, 

the only waste that the Commission can prevent i s prospective 

waste* There i s nothing they can do about past waste. So, to 

l i m i t fch@E to a situation where waste has occurred, seems a rather' 

f u t i l e jester, unless there is an element of prospective waste 

involva-i. The reasoning on this point i s that the applicant, unless 

waste ia actually being committed* the Commission is without power 

to prorate production and waste not having been committed in the 

Jalco Pooi, the Gosraission did not have the authority to issue this 

order. We note that waste is specifically prohibited by the Act. 
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I f an operator obeys the law and Is not producing In excess of market 

demand, because he may not, a purchaser, under his entire production, 

under their definition of the jurisdictional facts necessary for 

the CoMalasion to act, the Commission i s without power, i n other 

words, lie obeys the law. He doesn't commit waste, but his property-

is confiscated* :low, I f that i s what the Act Beans, w© think i t j 

is pat I f unconstitutional* We don't think the legislature, 

ia prohibiting waste, intended to authorise confiscation. 1 think 

the legislature made i t perfectly clear in other sections of the 

Act, specifically set-ting up standards by which gas production coujLd 

be prorated through pools* They specifically indicated that that 

was act their intention and that th® Commission was invested with 

the necessary power to properly distribute the production in such 

f i e l d . 

So, on the second question of notice and hearing, we believe 

the show cause order embodied every element of notice that the 

Commission intended to conduct a hearing on the merits ef proration 

of the -Jalco Pool on a specified date* The record shows that i t 

did have a hearing, that the Texas Pacific had an opportunity to 

be heard, and that i t was, in fact, heard* On those facta we do 

not tfciiik that Texas Pacific i s in a position to complain about 

the notice and hearing afforded, having appeared in that matter* 

, Third, with respect to the question of delineation, we ask 

that t m Commission take notice of the fact, the exact outline of 

an o i l and gas pool can never be known without more profitless , 

d r i l l i n g than anyone is willing to undertake, to date* I f exact 

delineation, or approximate delineation was a prerequisltion, i f 
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that w*s a juriadietio-nal fact, may pools would m nearly exhausted, 

I or nearly exhausted before the- Commission got jurisdiction; of the 

natters m would like to find cmt, that pool is located in sense j 

three States, and there lias been, by tares State authorities — or 

at least three States, possibly four, there hag been some 60 f i e l d 

orders that have been reviewed by 13 appellate Courts. In each of! 

those cases tha Court noted that the exact outline of the pool was 

not known and that fact did not prevent any of the three Commissions 

fro© having the necessary jurisdiction to prorate production in i 

those areas. i 

Upon the last contention, it has also been contended that 

Order impairs the obligations of Texas Pacific's contract \ 

with £1 Paso Saturala We note that contract was expressly made 

subject to this Commission's regulations i n the fourth major clause 

provided by that contract. As we construe that contract, Texas 
i 

Pacific is under no obligation to deliver more gas, and El Paso 

I i s under ao obligation to take or pay for mere gas than Texas 
! j 
Pacific can lawfully produce under this order, notwithstanding 

minimus and maximum take provisions of their contract. We cannot| 

' accept the reasoning that this contract i s only subject to valid ! 
i 

• orders # and the order i s invalid because I t impairs the obligations 

: of applicant's contract. This i s tantamount to saying that appli

cant fs contract i s only subject to regulations which do not affectf 

| that contract. We see no obligation of that contract that i s baling 

impaired or w i l l he impaired. ; 

la conclusion, if this Commission cannot actuuntil some opera

tor breaks the law and commits waste; if it cannot act until the 
L~ontd:£rre^gf~-everv-pooir-lt grants regulate is known; and i-g-les A 
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power im$ not extend to subjects with respect to which private 

persons tkkfB previously contracted* then this Oosnissioa Is one of 

the best; attended debate societies in the country• 

SPllREItR! Anyone else? 

3MXiKi J» Rs 3mithe <Juat one other fine technical 

point* Mr* Woodward inquired of Texas Pacific as to certain 

matters which affected their position. I don't think the question) 

aaa fee-a.-.. asked as to whether or UQ% they have any ether items, or | 

other positions, or are they going to confine their f i n a l closing 

arguments Just to the points brought out hy Mr. Woodward? 

KB* .-lUSSELLs Our closing argument, as I recall, does not 

cover *ivj points which were not covered by our application for 

re-beariiig 3 

:Cu 3MITKI This raises the additional technical question, 

since we have sot to the point of tying our hands after they get 

through ©peaking, as to the effect that the ordinary Court proceed]* 

lags, ;*ou have an opening statement, a second closing statement 

' which is confined not to new matter. In other words, they are j 

supposed to state their entire case In opening argument. 1 suggest, 

therefore, in order to save time, that Mr. Russell here w i l l ; 

express himself to start with on the opening statement side of i t , 

and, at that- time, i f anyone objects to new latt e r being intersected 
j 

that tiiey fee given a chance te answer any new material beyond the 

scope ae originally Inquired into by Mr. Woodward. | 

M * EUSSlLIi I t appears, the only way for sue te clarify 

ithis ia to sî « my closing argument, see what Is new aad start over. 

Al l I cat; say i s that my closing argument I am sure does not 
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cover anything that has not boon covered* | 

MR. SPURRIER. Are yon ready, Mr* Sasse!!? j 

MR. EUSSELLs I am ready. I 

mu smmami proceed. ; 
MU itUSSi£LL* I f the Commission please, I 'would l i k e to | 

j 

state the position of the applicant, Tarns Pacific Coal and Oil j 

Company with reference to the power of the Commission to enter an 

order prorating gas. I think there are two conditions proceeding I 

under new rules and statutes, which the Commission must follow 

before entering such an order. 

The f i r s t of these i s a proper definition and delineation of | 

a pool. The second is the determination that proration of gas j 

is necessary to prevent waste. Sow, under the f i r s t point the 

Commission must give notice of the hearing for the purpose of 

defining and delineating the gas pool. We take the position that 
t 

that is a jurisdictional matter. Being a jurisdictional matter, 

of course, it is subject to attack at any time. There is no 

period in which we are limited to objecting to it. However, we 

do not rely merely on that point, le also rely upon our application 

for re-nearing, and the notice of the docket for the regular 

hearing on September 17, 1953* which contains the following state

ment, **the following cases 582 through 590 inclusive, are all 

brought up by the Oil Conservation Commission on its own motion 

for establishment of individual pool rules for each pool named. 

The rules being concerned with well spacing, gas proration and 

allocation, proration units, pool delineation., and other related 

matters. Insofar as they pertain to the general rules for gas 

'proration as"set forth 4^ ^ ^ ^ E ^ ^ ^ ^ ^ ^ ^X*m 
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So, I think clearly the erd«r which we appealed fro©, ana the • 

notion of that hearing brings the question of pool delineation 

within the period in which we have taken our appeal, how, i t has 

! been our contention a l l the way through that at such hearing,, the j 

Cesssission must have before i t , at th© time of that hearing, sub-

stantial evidence to rapport any findings which result from that j 

| hearing* 

I t lis true that this i s not a Court of law, and is not bound 

hy Court rules and so forth, but when there are generally defined : 

principals of law concerning such things, 1 think i t behooves the ; 

Commission te keep one eye cocked on that particular point because 
I i 

if a case should go to the Court, then that rule of Jaw is going tlo 

be applied. Without citing authority of which there is numerous j 

i authorities, that an administrative body can not consider matters \ 

of their own knowledge nor which were not presented at a properly 

I given hearing. The reason being that a Commission can not s i t 

j back, talc© notice of the records which they may have in the office 

! without interested parties knowing what records they are looking ajt$ 

tiding advice from the technical committee oa their reports with

out letting a l l of us know what that information was. Th® orders 

referred to statements of interested parties. I don*t think the 

Cossiission can consider any statement made by any interested 

party which was not made at the hearing, nor can they base their 

decision mi any data which was not before the Commission and the 

interested parties at the hearing, 

Sverybody has a right to examine any exhibits offered into 

evidence, to cross examine any witness, and to offer aay informa-
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t im th®"/ my tore, ia rm uttal. That is ©a© of the two min 
objections which wag wade by the applicant throughout tho easef 

f i r s t that the Commission could not consider at this re-hearing ai^y 

testimony or evidence which was not before the Coiwisaien in the 

previous hearing as the basis of the original order, which was 

j entered in this case. I have gone through the various transcripts; 

and exhibits which were before the Commission at those hearings* ! 

In ay opinion, as to some points there i s no evidence. I do not ! 

! feel ther© is substantial evidence as to any of i t , which would I 

| support that order„ 

Mow, at this re-hearing a great deal more evidence, testimony,! 

I exhibits were introduced, a great deal of which we w i l l say would 

; support the Commissions original order, but. I don't feel they can 

use i t as a matter of law to support that order. I do say this, i 
* i 

and i t has been ourposltion that the Commission, can consider at 
| this re-hearing, any evidence or testimony which they want to ! 
I * | 
| hear or that any other interested part themselves wants to hear, j 

| or wants to offer; and that particular evidence or testimony can b£ 
j i 

made the basis of a new order. Our only contention on that i s 

this, that a l l of this evidence and testimony has been introduced 

by the Commission, that now, i f I am right, and they can't use i t : 

to support their old order, then they are faced with the problem 

they have to enter a now order. 

Me have had the Lan&sat Pool introduced, we have had the 

lament Pool introduced. Th© question arises, what sort of a new 

: order can be entered that isn't objectionable. I woujd like to 

read Mr. Kellahin*s objection at the outset of the hearing, and 
ADA DEARNLEY & ASSOCIATES 

C O U R T R E P O R T E R S 

ROOM 1 0 S - 1 0 6 . EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E , N E W MEXICO 

-31-



carried a i l the way through. We want to state our objection to 

anything in a way of a collateral attack being made on the pro

ration order which has been entered into the Langmat Pool. I t 

was not advertised as a part of the hearing aad i t goes beyond 

the scop© of the hearing. We ar© without notice that such an attack 

Is to be made, We are not prepared at this time to answer i t . * 

well, that i s the problem at this time. The testimony, in my ©pinion 

affirmatively shows that Bumont, Langmat and Jalco should probably I 

be one pool, but the Commission i s up against the proposition, i f | 
i 

i t i s 3© declared as a result of this hearing, then perhaps that j 

order is definitely subject to attack by Mr. Kellahin, He has raad^ 

his objections a l l through here, So, i t may not have accomplished 

too much in that regard, sxee pt I feel that this re-hearing defi

nitely has brought to the Commission, and everyone else interested^ 

a great deal of additional Information which was not before the 

Commission previously. 

How, going to the second point in my contention that after 

an order, proper order defining and delineating a pool is entered 

then they must find that a proration order i s necessary to prevent; 

waste. The authority, in my opinion, ©f the Commission, w i l l 

enter a proration order for gas as based upon the statutes f i r s t and 

then the rules of the Commission which are based upon the statutes. 

The f i r s t o»e is ftule 601 of the Co^aissioii, which sets up the 

defining and delineating of the pool. I would like to read the 

last sentence in that particular order, which i s this. "There 

shall be no proration or allocation of gas production unless and 

u n t i l the provisions of Rule 602 are followed.* We go te 602, 
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which states as follows: "When tho Commission determines that ! 

allocation of gas production in a designated gaa pool i s necessary 

to prevent waste, tha Commission after notice and hearing, shall j 
I 
| consider the nominations and so forth.** Then i t gees on to says ! 
! **The Commission shall include ia the proration schedule of such 
I 

j pool, any m& wall which i t finds as being unreasonable discrimi- \ 

| nated against through denial of access to gas transportation j 

I ! 
I f a c i l i t i e s and so forth, and in setting up in allocating production 

among the gas wells in the pool, delivering te a gas transportation 

: f a c i l i t y , upon a reasonable basis aad recognising correlative 

rights.** I t starts out that you must? you can't enter a gas pro-

j ration order u n t i l 602 has been complied with. That says when 

j to prevent waste. The only mention of correlative rights i s after! 

{ the Commission has determined that proration i s necessary to the 

! allocation of production, then, in setting up the order, they w i l l ! 

! recognise correlative rights. That i s based upon the Statute 12-C, 

|of tkm Section 12-C, the statute which starts out similar to the 

Commissions rule, whenever to prevent waste, the total allowable | 

of natural gas production, of gas wells produced from any pool i n 

this state la fixed by th© Commission, than that which the pool can 

be produced I f no restrictions. They again go into allocating 

production, they w i l l recognise correlative rights. 

I t Is our contention that these are jurisdictional matters 

'which trust be found by the Commission. 

I would l i k e , also, to point out in th© statutes that there 

i s a definite distinction between proration, or waste rather, in 

the case of o i l and in the case of gas. I would like to point 

out, particularly, SeetiomD2*§NI0# &hes<s&atast,e, which states th* t 
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the non-ratable purchase er taking of crude petroleum o i l in this, 

State s such non-ratable taking and purchasing causes, or results 

in waste, as defined in Sub-sections A, B and C of this Section, 

; ana causes waste by violating Section 12-A of this Act* I would 

like to point out to the Commission that such a provision does 

j not rule in the rule or statute with reference to gas. Non-ratable 

take Is gas under the statute with reference to ©il, but not with 

reference to gas. 

I have here what appears to be a prepared statement, but i t 

! isn't. I w i l l be glad to offer a copy to the Commission. In my j 

j ©pinion, from reading the rules and statutes covering the proration 

| of gas, the power of the Commission to prorate gas is limited to | 
i 

; those cases from which, f i r s t , there has been a proper delineation 

; aad definition of the pool, aad, second, a finding by the Commission 

! that i t i s necessary to prevent waste and there must be substantial 

evidence in the record to substantiate th© Commission's findings : 

: that i t lis necessary to prevent waste, in the absence of such an 

affirmative showing that there i s waste in the pool and that i t I 

is necessary to prorate gas, I think that the Commission then must 

turn to Sections 14 and 14-12 of the Statutes* lour ratable take 

provisions of the statute w i l l accomplish everything that i s : 

sought to be accomplished, 1 believe, by the proration order in 

this case. Ion-ratable take not being waste under the statute, as 

far as .gas Is concerned, but i s , as far as ©11 i s concerned. 

How, going into procedure, the Commission, of course, has been 

created by statute and must conform to the statute in setting up or 

handling the procedural question. Sow, Section 17 of the statute 
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i s the one which covers the procedure. I t i s rather brief, but 

i t says? *Bxc«pt as herein provided, the Cefflsission can not enter 

an order without f i r s t proper notice and hearing of such hearing, 

and ths matters which w i l l be taken up at that hearing, except in 

j a case of an emergency** Well, there was no emergency declared in! 

either of these cases or in this case, and I would like to poist 

| out in the orders. Order Numbers S-356, Case 521 has a finding, well, 

f i r s t the Commission says; *Mow, on this 26th day of August, 1953;, 

the Commission, a quorun being present, having considered the 

; testimony adduced, the exhibits received i n the hearings and being 

I f u l l y advised in the premises, finds that for the prevention of j 

j waste and protection of correlative rights, proper special rules â id 
i i 

I regulations relating to the proration of gas well gas produced in 

gas wells of Lea, Eddy, Chaves and Boossvelt Counties, should be 
i i 
preamigated,** j 

Well, again on th© basis of this order, I did go back through ! 
! 

| the transcripts to determine what the Cksra^ssion had reference to j 
i j 

! when they mentioned the exhibits and the testimony. And, having j 

: gone through I t , was of the opinion that there i s no, or at least,! 

substantial evidence to support the order* In Section B of the 

orders Is th© following, *that the following rules w i l l apply to 

defined gas pools in Eddy, Lea, Chaves and ftooaevelt Counties, 

only after hearings are held and an order issued on each individual 

pool. These rules shall be considered as standby rules and shall ' 

be used as a guide.n Well, that was entered in August. I t sets 

out that the rules w i l l not be put into effect, they shall apply 

only after hearings are held and orders issued i n each individual 
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pool, 1 think !«aa Pacific and everyone else was under the 

proper impression that there would be a notice of hearing for each 

individual pool, at which time each interested person in each 

pool could come forward, offer what testimony they have, examine 

what the others have had, andthen proceed from there* Yet, in 

September3 the following month, the Cocasission entered it s Order ' 

i 368 in flase 5#2, stating that. "How, on the 28th day of September, 

j 19539 the Commission, a quorum being present, having considered 

i the statements of interested persons and the official records of 
I 

the office and other pertinent data, and after being fully advised 

in the premises finds — w Again we cheek hack through the trans-

j crips and so forth, there appears to be nothing in there that 

would substantiate the order and the notice refers to statements \ 

1 ef interested parties* Everyone has a right to know what the state-

j meats were, who made them. The official records of the office, they 

have a right to know what specific records were used and what the 

j purpose of them was* We should have had an opportunity to examine* 

I thamt other pertinent data, which covers a multitude ef sins* 

Then 5 the orders were put into affeet, aad further order, I 

•that a l l parties interested in the Jalco Fool and the rules there

for be and each of them, are hereby ordered to show cause at 9*00 

0*clock on October 26th at Santa Fe, lew Mexico, why the rules 

and regulations referred to herein above, with any essential 

amendments ahall not be put into affect as of Sovemsber 1st**1 I 

question the authority of the CeemdLssion to enter an order. I 

do not feel that the order itself respectively refers to the informa

tion a».d data on which the orders were based* Examination of the 
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U» ©ITxct&l trmserif& Qi the casts doe* w% iMtcutt iiifGrm-
tion which would support such an order. 

1 foel t>iat there was ao substantial evidence* as 1 said beforje, 

to support the o r i g i m l order of ths Commissionj that a great deal 

of testimony ami evidence has been presented, at this hearing and 

I aa sure that i t i s evidence and testimony which the Commission 

is glad to have presented te them, but I feel that i t must necessajrily 

be basis of a new order and can not be used in support of an 

order previously entered and therefore, they swst look to the ! 

question of how i t can be, this Information can he used i n pro- ! 

mulcting a new or amended order which w i l l not be subject to attajck* 

for the reason that proper notice was not given as to the subject 

matter to be covered by these hearings* ! 
i 

With that I would like to conclude and have Mr* Adair answer | 

seme of the previous questions of the other interested parties* 

MtU ADAIRs I f the Commission please, unless some of the 

other people present l»ve something additional* that concludes 

our presentation of our re-hearing in Case 582* fhe record i s now! 

closed in the Case 582* I would l i k e to go off the record, i f 

the Commission please, and make an off the record statement* 

ME* s a f i i i In view of Mr* Adair*s statement, I would like 

to make one additional suggestion* not by way of answer or argument* 

but as a suggested procedure* I t appears that i n view of the 

jurisdictional question that has arisen* that the Commission 

continue this re-hearing as the part of the original hearing* advertise 

the reminder of these pools on the questlea of pool delineation* 

for future hearing, at which jtime that hearing could be consolidattad 
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with this hearing aad carried forward as a part of the whole. I 

think thai would perhaps take car© of the jurisdictional question. 

ME. SRJERlEttS loii aay proceed. 

(Off tho record statement by Mr. Adair for Texas Pacific 

Coal and Oil Company.) 

MR. SHJEEIERs We w i l l take a short recess. 
j 

(Recess.} 

MU SPURRIISK. For th© record, the Commission w i l l contlnuje 

the Jalco Ee-hearing Case to March 17th and the present proration 
j 

orders w i l l stay in f u l l force and effect. Me don*t know quite hcjw 

we w i l l re-advertise, but we w i l l re-advertise for the taking of 
i 

additional testimony on the four pools, Eumont, Arrow, Langmat aadj 

Jalco, 

Does anyone have anything further to say in this case? I f notj 

we w i l l recess for lunch and be back at Is15 sharp. j 

{Boon recess.) 

RgPOBTB&'S CERTIFICATE 

I , ADA DEARNLEY, Court Reporter, do hereby certify that i 

the foregoing and attached transcript of proceedings i n Case Mo. 

562, Rehearing, taken before the Oil Conservation Commission on 

February 17 and 18, 1954, contains a true and correct record of 

said proceedings to the best of my knowledge, s k i l l and a b i l i t y . 

DATED at Albuquerque, New Mexico, this 23rdday of February, 

1954. ; 
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STATE OF NEW MEXICO 

Santa Fe, Nev Mexico 

* * * * * 

TRANSCRIPT OF PROCEEDINGS 

CASE NO. 5^2 

Regular Hearing 



BEFORE THE 
OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 
Santa Fe, New Mexico 

Ray 19, 1954 

. „ . . ) 

IN THE MATTER OF: ) 
) Case Nc. 5̂ 2 

Jalco Gets Fool Case. (Continued i n ) 
r e l a t i o n to Case 673.) ) 

) 
) 

_ ) 

BEFORE THE FULL COMMISSION 

TRANSCRIPT OF PROCEEDINGS 

MR. CAMPBELL: I f the Commission please, once more f o r the 

record, I would l i k e to state that the case has been closed and 

awaiting an order of the Commission. V/e have no objections t o i t 

remaining on the docket pending tbe issuance of order of the Com

mission. 

MR. SPURRIER: Yon have no objections. Do you make a motion 

to continue or do you think i t i s necessary? 

MR. CAMPBELL: We don't care, we are awaiting, an order of 

the Commission. The case has been closed. Unless an order i s 

entered p r i o r to the June hearing, I believe i t should be on the 

docket so that we can, i f we desire, at that time, request some 

action by the Commission on the case. 

MR. SPURRIER: I s there objections? 

MR. CAMPBELL: I f the Commission's position i s that Case 

5&2 i s under the advisement of the Commission and f u l l y closed, th^re 

i s no necessity that I can see of maintaining i t on tbe docket „ 
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Subject, to our r i g h t to seek from the Commission an order i n that 

pa r t i c u l a r case. 

MR. SPURRIER; The next case on the docket i s Case 6l6, 

617 arid 613. 

STATE Oi NEW RE IT CO ) 

COUNTY OF BERNALILLO) 
vj S • 

I , ADA DEARNLEY, Court Reporter, do hereby c e r t i f y that the 

foregoing and attached, t r a n s c r i p t of proceedings before the New 

Mexico o i l Conservation Commission at Santa Fe, New Mexico, i s a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

I " WITNESS THEREOF, I have a f f i x e d my hand and n o t a r i a l seal 

t h i s 25th day of May, 1954. 

Notary Public and Court Report 

Mv Commission expires: 
Jun -955. 
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