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The Honorable Santiago E. Campos 
The Honorable Edwin L. Felter 
D i s t r i c t Judges 
F i r s t J u d i c i a l D i s t r i c t 
State of New Mexico 
County Courthouse 
Santa Fe, New Mexico 87501 

Dear Judges Campos and Felter: 

The O i l Conservation Commission, Saturday, entered an order which upheld 
an e a r l i e r administrative order of the Commission d i r e c t i n g Michael P. Grace I I 
to cease producing a certain gas w e l l which he operates. We anticipate that 
Mr. Grace w i l l seek a temporary r e s t r a i n i n g order enjoining the Commission from 
enforcing i t s order. 

The Cotsaisaion '-".'_.','•;;;« cr;ly to ydvir yn i thai" there Is r. f;pocif io •. •;•< ri-' 
of the New Mexico Statutes, a copy of which ia attached, which deals with 
temporary r e s t r a i n i n g orders or injunctions against the Commission. Mr. Grace 
obtained a temporary r e s t r a i n i n g order under the general TRO statute enjoining 
-the Commission from enforcing i t s o r i g i n a l administrative order. The v a l i d i t y 
of t h i s temporary r e s t r a i n i n g order i s under l i t i g a t i o n i n Judge Donnelly's 

I n the l i g h t of these circumstances, the O i l Conservation Commission requests 
tha t , i n the event Mr. or Mrs. Grace p e t i t i o n s you for a temporary r e s t r a i n i n g 
order enjoining enforcement of the Commission's October 27th order, that such 
order be granted only a f t e r the requirements imposed by Sec. 65-3-23 NMSA 
have been f u l f i l l e d . 

court. 

Sincerely yours, 

THOMAS W. DERRYBERRY 
Special Assistant Attorney General 

TWD/dr 
enclosure 
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MEXICO TNDEPKNDKNT GhX PKOJMJCKK iJRGSS 
FF,nF,EAT. KKVTF.W OF KTA'TF. «ECTilJ\TORV RIJ7J5K 

Washiii-uo% n a 0 o , Cat-ober- 25*1973 * * * s » y j ^ a r ? i s p &$fcro i>hs 

SonuLd Conimar^a C O i s d t t c © t o d a y , 3. jlGXi&o indspondeat gay pi-cuuoft^ 

i-f^icyiiisaded t h a t t h $ F e d e r a l Powo* Commission bo g i v e s u u t h o ^ i t y t o 

r e v i e w £.11 Sieves measures r o ^ i l ^ - t i ^ f i t ha p r o d u c t i o n o t o i l /Ti d £ f t s as 

a 2£ssa3 o r r^ihniUiU: t ha ho&ffd i&g 2* j a & t u r a l ?«:'iftVi?oss by produces-

T-i?s, Gor i i inc Grace* who w.U;ft hm* husband, M i c h a e l * I s tt F ^ C - ^ ^ t i x i e d 

i ^ a l l ^ rodUvor i u 2ddv Grtimfcy* 8 . H a x „ 3 t o l d , t h o Senators t h a t " i n 

Hovr Hoxioo u-rt fi?>& aonf?ozi tod w i t h a r e g u l a t o r y • body—th& O i l Co^asrvat-Icoa 

G.-K^-iirfsion-^h.?,fch *ppes£»3 &odie-«vt"£i l.o h o a r d i n g o i l and gan sw>l;«l# £'or» 

shs res idord-o y r !.hft s t & t o » They the so onorgy SSUPCSS as £. s t a t s 

x»c«fy.»*fte paths? t h i i i as & a n a t l - i m l K i s t y a ? s s » K 

As >m e:-:£2»l& o f how flow Kaxi&o hits i tvSjm>tvd t o h o l d dcv/zi 

r.i-oducT-Xor.j, akv e l t o - r^aoivc OQC rsoyos t o uLuO d.own the-SO gas v e i l s 

•-rhica h&va ftxe-'-cded t h o average pi-ocUsMvion I s ' v f t l Oi a l l ^ 1 L « i n 

I d i o i - ' hicId-—i'ACJ-Udi-iy ono o r - ^ ^ t s c i by t h « G^aoes* TKIa "pure 

foi '--ralr; ! i f o r s o i - t i / v pr*eduction a l lowances i s zLr^iQtt&tdd and 
h_s lor^ since been *iven up by ether producing states, Mrs. Grace noted N 

ILLEGIBLE 



. H0a3 wa l l s* l l k o pcoplo* uv& d i f f « r p i t f r o m CS9 another. 3ozs& 

w o l l a hava a traaaaddua dapft&i't^? t o prodaca 3 -^hilo ethers i s ths sand 

pool hava a very aifcxLX c a p a c i t y I b s l i evs t h a t each w e l l should ha 

judged Cil i t s a b i l i t y t o produca and bhab ibs aLlc-i*ahls should be 

avvc^dis is lvj ," Hrs* Orucfc t o l d rfiyiaba^s of th& cossaittss* 

Hhiaow-aring.-. ths F o d t r a i ?cw$s» Cossai3sioa t o p ^ i e y r egu la to r^ 

orders asd tho c r i t e r i a used In riobti^irif.* them Would p?c"^b th© stab*a 

t o up-ds.be t h u i r Formula ?ov determining a l l o w a b l e * tk*ji**>hy inc reas ing 

tho aoppXy of n a t u r a l gas* she e estssdsd* • 

Krs„ Grass « a s t e s t i f y i n g on Scruik? B i l l 2£0& introduced by 

Senator M l a i Stov^nson I I I (D d I l , i s ) s *hioh w a l d bi*0&4^ rogulubiona 

on the prot taat ion or ^ a t i i M i g a s - - p a r t i c u l a r l y t ha t prt.»d«.iCj&d by xaajcr 

cospaaiss* She endorsed Senator Sbovonsas*a .proposal t& oxoarpt s s a l i 

p r i e s 

producoro i^o^/rOK'uiafeiosi3 3 hut rscomsoaded t h a t ^indopsndant producers 

hi? d s f i n s d as an i n d i v i d u a l or oosssassy which H » i i t s a ^ t i v i t i ^ s 

t o a s p i r i n g f o r -aad producing fcupftl S&s* . Currant!? a " s n a i l 

produce?-5 i s ; doPi^ad simply aft one pho produces less- than 10 b i l l i e s 

oubi.o f a s t o f gas w i t h no l i m i t a t i o n on ro.Iubi^l a c t i v i t i e s such aa 

i > a f i n i n s , s r a^ss i t t iEgs or p©brech in i oala* 

, J I f you propose to continue t o def ine 5*3ss?lX prflducisrs" hy volume 

• produced^ then I would r&qoituiisnd tha t ths Ocasalbbdt> ast thy l i i a i t Tor 

a 320a.il produuar"an scanty b i l l i o n cubic I'oob*" M^a# Gracs said* "Sao 

10 b i l l . i o n oublc f aet i i f f i i t f o r ssial i produ^m>s i s lower than i s 

r i s t ^ s s a r j t o pro ser-^o 09 sn coapotit;l<ni» and not near ly high «noa^h 
intsndod * , , n 

t o p rovids thD/ixiocn^ivft - o r indspona^ua, 

- ILLEGIBLE 



I 

•3 •*> *> *> 

I n h v r ' t e s t i m o n y , , ISrs ; Grace f u r t h e r rccosaBsndsd t h a t t h s 

P e d e r a l s o v a ^ r m ^ n t u n d s r t & k s a s a t a h i n g f i m d a ppogponi . -wi th t h e 

states to develop extsnelvo gas and oil stor&g-s f a c i l i t i e s . thm>ebv' 
prov:Ldin& . ' ' 
i ^ s g h i i ^ ; a ro3e?YO s u p p l y i v i t h w h i c h r.o -,noot an u n u s u a l U W J ? d«S!S2id* 

3GT2 TO NSW MEXICO EDITORS: 

T I S OCC I S HOLDING HEARINGS M ' 9 a . m . TODAY (OCTOBER 2S, 1973} 
I N 6 A NT A FS TO HF-TF-PI-SINE I F TIIE FRORSR PROCEDURE; WAS 
FOXJLCA'VBD I N OlIDSRING THE SHUTDOVvN OF TIIE GRAC^-ATLANTIC 
GhB ?SLL =?1 I N TUB SOUTH CARLSBAD MORRG?? POOL BECAUSE OF 
HAVING PRODUCED OvBIc I T ' S ALLG^ABhE, 



/Vo....A6933 

DISTRICT COURT 

County of SANTA; FE 

MICHAEL P.GRACEand 

CORINNE GRACE 

vs. 

OIL CONSERVATION COMMISSION 

SUBPOENA 
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TRU JILLO 
O I L C O N S E R V A T I O N C O M M I S S I O N \1RMAN 

STATE OF NEW MEXICO 
P. 0. BOX 2088 - SANTA FE 

LAND COMMISSIONER 
ALEX J. ARMIJO 

MEMBER 
87501 

STATE GEOLOGIST 
A.L. PORTER, JR. 

SECRETARY - DIRECTOR 
October 9, 1973 

The Honorable Pete Dominici 
U n i t e d States Senate 
Washington, D. C. 

Dear Senator D o m i n i c i : 

Pursuant t o our telephone c o n v e r s a t i o n o f October 4, I am sub
m i t t i n g some i n f o r m a t i o n which should shed some l i g h t on our 
a c t i o n i n d i r e c t i n g t h a t t h e gas w e l l i n q u e s t i o n be shut i n . 

Mr. Michael P. Grace made appearances on t h r e e Albuquerque TV 
S t a t i o n s on October 5 t o attempt t o j u s t i f y non-compliance 
w i t h f o r m a l orders o f t h e New Mexico O i l Conservation Commission. 
The orders d u l y issued by t h e Commission a f t e r " n o t l c e ^ a n d h e a r i n g 
are designed t o prevent t h e waste o f n a t u r a l gas and t o a f f o r d t h e 
o p p o r t u n i t y t o each producer i n t h e gas pools t o produce h i s j u s t 
and e q u i t a b l e share o f gas i n p l a c e . 

The a c t i o n by t h e Commission i n p r o r a t i n g t h e gas i n t h e South 
Carlsbad-Morrow Pool i s n o t h i n g new. I t has been done i n many 
o t h e r pools o f t h e ,State since 1954 and a l l o f the p r o r a t e d p o o l s 
i n Southeast New Mexico are p r o r a t e d under th e same formula as t h e 
South Carlsbad Pool. I n c i d e n t a l l y , none of t h e o t h e r producers i n 
t h e p o o l opposed p r o r a t i o n i n g when t h e hearing was h e l d i n A p r i l o f 
1972. Even t h e owner o f a h a l f i n t e r e s t i n t h e w e l l r e c e n t l y 
d i r e c t e d t o be shut i n f o r o v e r p r o d u c t i o n supports not o n l y t h e p r o -
r a t i o n i n g , b u t a l s o supports t h e a c t i o n o f t h e Commission i n s h u t t i n g 
i n t h e w e l l . 



Page 2 
The Honorable Pete Dominici 
U n i t e d States Senate 
Washington, D. C. 

A 

The o b l i g a t i o n o f t h e O i l Conservation Commission i s t o a l l t h e 
producers i n t h e State not j u s t one. This agency i s h i g h l y r e - * 
garded, n o t o n l y i n New Mexico, b u t i n a l l t h e o t h e r producing 
s t a t e s and some f o r e i g n c o u n t r i e s . 

A f t e r t h e h e a r i n g i n A p r i l o f 1972, t h e Commission entered an 
order i n June which was t o become e f f e c t i v e September 1, 1972 
b u t because of a succession o f events which i n c l u d e d a s t a y o r d e r , 
t h e death o f t h e Commission a t t o r n e y , and a r u l i n g by t h e a t t o r n e y 
g e n e r a l t h a t p r o r a t i o n i n g could not be made r e t r o a c t i v e beyond th e 
date o f removal o f t h e s t a y order, p r o r a t i o n i n g d i d not b e g i n i n 
t h e p o o l u n t i l A p r i l 11, 1973. The s h u t - i n d i r e c t i v e was i s s u e d 
when p r o d u c t i o n records revealed t h a t t h e w e l l was more than 6 
times overproduced. 

The comments of Mr. Grace i n r e l a t i n g t h e s h u t t i n g i n o f h i s w e l l 
t o t h e e f f o r t s t o a l l e v i a t e t h e National-energy-shortage .are-too. 
r i d i c u l o u s t o m e r i t an answer, bu t even i f t h e charge could be 
proven, i t would not a f f e c t i n anyway th e Commission's o b l i g a t i o n 
t o c a r r y out i t s l e g i s l a t i v e mandate. 

Mr. Grace i s a r e l a t i v e newcomer t o t h e State, but h i s a c t i o n s 
since he has been here have n e c e s s i t a t e d my presence i n c o u r t f a r 
more t h a n t h e a c t i o n s o f a l l t h e o t h e r more than 600 producers i n 
t h e S t a t e , many o f whom own hundreds of w e l l s , and i t should be 
noted here t h a t I have served as d i r e c t o r f o r more than 17 1/2 
years. 

I n appearances b e f o r e t h e Commission and subsequent c o u r t a c t i o n s 
Mr. Grace has used some 20 or more d i f f e r e n t a t t o r n e y s . 

Si^ncereiy, your^s. 

A. L. PORTER, J r . ' f * 
S e c r e t a r y - D i r e c t o r 

ALP/ir 
Attachment 



Calvin Kytle Associates 

1625 K Street N.W. 

Washington, D.C. 20006 

Telephone (202) 633-1113 October 9, 1973 

Bill Bethea 

In Albuquerque: Joe Rogers 

(505) 296-5280 

BACKGROUND INFORMATION 

Grace Energy's Action Against N.M. Oil Conservation Commission 

1. The New Mexico Oil Conservation Commission ordered the Grace-Atlantic No. 1 

gas well in the South Carlsbad Morrow pool shut in on October 3rd because it had 

exceeded its production allowable set under prorationing order of the OCC by six times. 

2. On October 4th, Michael P. Grace, operator of the Grace-Atlantic No. 1, obtained 

a temporary restraining order against the OCC closing down the well until a hearing can 

be held to consider evidence justifying a pool-wide moratorium on shut-ins. 

3. Under regulations issued in June 1973, the OCC can grant such a moratorium 

"during periods of high demand emergency" or if it can be shown that a shut-in would 

cause "material damage to the wel l ." 

4. The basis of the Grace action is: 

(a) There is a national high demand emergency for natural gas — one that 

has been heightened by the outbreak of war in the mid-East over the weekend. 

(b) There is a real possibility that the well could be damaged by a shut-in 

and might never come back to its current level of flow, thereby depriving New Mexico 

and the nation of a greatly needed energy source. 



Page 2 BACKGROUND INVORMATION 

Grace Energy's Action Against N.M. 

Oil Conservation Commission 

5. Further, the South Carlsbad Morrow pool has not overproduced its total 

allowable, since Grace Atlantic No. 1 is one of the few wells in the pool producing 

up to or beyond its allowable. Unfortunately the OCC only redistributes the unused 

allowable for the poor wells in the pool every six months rather than monthly as 

other states which have had prorationing have done. I f a monthly redistribution of 

the unused allowable was made, Grace-Atlantic No. 1 would not have exceeded its 

allowable by a margin requiring it to be shut down. 

The Commission currently has under advisement a request by El Paso Natural 

Gas Company to reallocate the unused allowable every month. 

6. Only some 30 of the 282 gas pools in New Mexico are now being prorat ioned— 

the South Carlsbad Morrow pool being one of these. In a suit pending before the 

New Mexico State Supreme Court, Grace Energy is challenging the OCC's procedure 

in initially prorationing the pool in which Grace Atlantic No. 1 is located. The OCC's 

prorationing is being challenged on the following basis: 

(a) That the Commission did not determine the reserve of the pool before 

prorationing it as a State Supreme Court mandate required. 

(b) That the pipelines serving the field can take all the gas being produced, 

contrary to the Commission's contention that they could not do so. Two of the 

Commission's own witnesses so testified at hearings before the District Court of 

CdriisatTm Apri l ".'573, .when irve ;rrirria! proratiariing ^»rtisr •• was ̂ first nina i rsrgtjii. 



T R A N S W E S T E R N P I P E L I N E C O M P A N Y 

JAMES H. TILLERY, JR. 
MANAGER 

GAS PRORATION 
AND ALLOCATION 

9 2 1 M A I N AT M C K I N N E Y 

H O U S T O N . T E X A S 

May 17, 1973 

MAIL ADDRESS 

P. O. BOX Z5EI 

HOUSTON , TEXAS 7 7 0 0 1 

M i c h a e l P. Grace and Corine Grace 
P. O. Box 1418 
Car lsbad , New Mex ico 88200 

Al lowab le Balance f o r the #2 
GoPoGo Gas Unit , South Car lsbad 
F i e l d , Eddy County, New Mex ico 
Transwes t e rn Station No. 1043-1 

Gentlemen: 

T ranswes t e rn has received copies of two l e t t e r s f r o m the 
New Mexico O i l Conservat ion C o m m i s s i o n regard ing p r o r a t i o n i n the 
South C a r l s b a d - M o r r o w Gas Pool . One l e t t e r dated A p r i l 26, 1973 
establishes p r o r a t i o n i n th is pool e f fec t ive September 1, 1972 and the 
second l e t t e r dated May 2, 1973 states that a pe r iod extending through 
December 31 , 1973 has been set up to a l low f o r the balance of the w e l l 
a l lowables i n th is pool (copies of th is l e t t e r are attached f o r your 
i n f o r m a t i o n ) . 

Acco rd ing to our f i g u r e s the subject w e l l has a cu r r en t 
overproduc t ion of 1, 430, 644 M c f which is i n excess of s ix t imes the basic 
al lowable by 771,462 M c f . It is ant ic ipated that the c u r r e n t published 
al lowables w i l l r e m a i n essent ia l ly the same f o r the res t of 1973 and 
t he r e fo r e , i n o rde r to b r i n g th is w e l l into balance by January 1, 1974, 
i t is suggested that the product ion be reduced_tp_ an ayerage not to 
exceed 3, 250 M c f / d a y . 

Al though Transwe ste r n 1 s need f o r gas i n th is area is 
the same as i t has been i n the past, we f e e l that i t would be better to take 
a m i n i m u m volume f r o m this w e l l and balance the al lowable by the date 
specif ied ra ther than have i t shut in f o r severa l months by the New Mexico 
O i l Conservat ion C o m m i s s i o n dur ing the e a r l y par t of 1974. 

J H T : p m 



TRANS WESTERN PIPELINE COMPANY 

Inter-Department Correspondence 

Office: Houston 

Date: M a y 7, 1973 

TO: ~ 

FROM: 

SUBJECT: Al lowab le Status f o r Soi^th Car lsbad ( M o r r o w ) F i e l d 

M r . J . H . T i l l e r y , J r 

M r . J . B . Oldham 

Attached are copies of l e t t e r s f r o m the New Mexico 
O i l Conserva t ion C o m m i s s i o n concerning the p r o r a t i o n and balancing 
of the wel l s i n the South Car lsbad ( M o r r o w ) f i e l d . 

The f i r s t l e t t e r set the al lowables to s ta r t at September 1, 
1973. The second le t te r r equ i res that the over p roduc t ion be made up 
accord ing to the ru les except that they may be made up by January 1, 
1974 ra the r than be shut i n now. 

The c o m m i s s i o n canceled the underage on the l i m i t e d 
w e l l s and r e d i s t r i b u t e d i t to the good we l l s i n an amount such that only 
one w e l l on the Transwes te rn system is over s ix t imes i t s basic a l 
lowable . This w e l l is the G0P0G0 #2 Station Number 1043-1. I t is over 
6 t i m e s i t ' s basic al lowable 445, 048 M c f . I f the al lowables average 
what they have been th is w e l l can produce approx imate ly 32, 000 M c f 
per month and make up i ts average by January 1, 1974. 

JBOrpm 

R E C E I V E D 

MAY 0 7 1973 

J . H. T., JR-



O I L C O N S E R V A T I O N C O M M I S S I O N 

S T A T E O F N E W M E X I C O 

P. 0. BOX 2088 -SANTA FE 

8750! 

GOVERNOR 
BRUCE KING 

CHAIRMAN 

LAND COMMISSIONER 
ALEX J. ARMIJO 

MEMBER 

STATE GEOLOGIST 
A. L. PORTER. JR. 

SECRETARY - DIRECTOR 

MEMORANDUM 

TO: ALL PURCHASERS AND PRODUCERS IN THE SOUTH CARLSBAD 
MORROW POOL. 

FROM: WILLIAM F. CARR, GENERAL COUNSEL 

SUBJECT: PRORATION OF SOUTH CARLSBAD-MORROW GAS POOL. 

On August 31, 1972, the Honorable D. D. Archer, 
D i s t r i c t Judge, entered an order t e m p o r a r i l y s t a y i n g Order 
R-1670-L of the New Mexico O i l Conservation Commission which 
e s t a b l i s h e d p r o r a t i o n i n the South Carlsbad Morrow Pool. 

On A p r i l 11, 197 3, the Honorable Paul Snead entered 
an order v a c a t i n g the August 31, 1972, order. As a r e s u l t 
o f t h i s a c t i o n , p r o r a t i o n has been r e - e s t a b l i s h e d i n the 
South Carlsbad-Morrow Pool e f f e c t i v e September 1, 1972. 

A p r i l 26, 1973 

d r / 



O I L C O N S E R V A T I O N C O M M I S S I O N 

GOVERNOR 
BRUCE KING 

CHAIRMAN 

STATE OF NEW MEXICO 
P. O. BOX 2088 - SANTA FE 

LAND COMMISSIONER 
ALEX i . ARMIJO 

MEMBER 
87SOI 

MEMORANDUM 

STATE GEOLOGIST 
A. L. PORTER. JR. 

SECRETARY - DIRECTOR 

TO: ALL PURCHASERS AND PRODUCERS IN THE SOUTH CARLSBAD-
MORROW POOL 

FROM: PORTER, Jr • r SECRETARY-DIRECTOR 

SUBJECT: PRORATION OF SOUTH CARLSBAD-MORROW GAS POOL 

On August 31, 1972, the Honorable D. D. Archer, D i s t r i c t 
Judge, entered an order t e m p o r a r i l y s t a y i n g Order R-1670-L of the 
New Mexico O i l Conservation Commission which e s t a b l i s h e d p r o r a t i o n 
i n the South Carlsbad Morrow Pool. 

On A p r i l 11, 1973, the Honorable Paul Snead, D i s t r i c t Judge, 
entered an order v a c a t i n g and d i s s o l v i n g the August 31, 1972, o r d e r . 
As a r e s u l t o f t h i s a c t i o n , p r o r a t i o n i n the South Carlsbad-Morrow 
Pool i s i n e f f e c t as of September 1, 1972, pursuant t o Order R-1670-L* 

Rule 15-A o f O i l Conservation Commission Order No. R-1670-L 
provides i n p a r t : 

I f , a t any time, a w e l l i s overproduced i n an amount 
equalin g s i x times i t s average monthly a l l o w a b l e f o r 
the preceding p r o r a t i o n p e r i o d , ( o r , i n the case of 
a new w e l l , s i x times the average monthly a l l o w a b l e 
f o r a u n i t of corresponding s i z e ) i t s h a l l be shut 
i n d u r i n g t h a t month and each succeeding month u n t i l 
i t i s overproduced l e s s than s i x times i t s average 
monthly a l l o w a b l e f o r the preceding p r o r a t i o n period,„.. 

Pending the outcome of the above-mentioned c o u r t a c t i o n , 
a l l o w a b l e s were p u b l i s h e d monthly f o r the w e l l s i n the p o o l , b u t 
the p r o r a t i o n schedules bore the f o l l o w i n g n o t a t i o n " P r o r a t i o n 
suspended by c o u r t order u n t i l f u r t h e r n o t i c e . " 

The May p r o r a t i o n schedule r e f l e c t s t h a t some of the w e l l s i n 
the South Carlsbad pool are more than s i x times overproduced. I n 
view of the above-described circumstances, however, these w e l l s w i l l 
be allowed the remainder o f the c u r r e n t p r o r a t i o n p e r i o d , which ends 
December 31, 1973, t o become less than s i x times overproduced. Cur
t a i l m e n t of p r o d u c t i o n on such w e l l s should begin immediately. Lack 
of evidence of a good f a i t h e f f o r t t o compensate f o r o v e r p r o d u c t i o n 
may r e s u l t i n a complete shut i n order by the Commission. 

May 2, 1973 
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Gas producer blasts 
N.M. oil commission 
A Carlsbad natural gas 

producer has leveled a blis
tering attack against the 
State Oil Conservation 
Commission — saying it 
was "arbitrary and capri
cious" in applying limits. 

Michael P. Grace, an in
dependent gas producer, 
speaking at a press confer
ence at the Airport Marina 
Hotel, said, "The 
Commission follows no 
rules in determining how 
much oil a well can pro
duce. 

"WE HAD engineers sit
ting with the commission 
for two weeks so we could 
work out our oil well allow
ances. We discovered that 
the commission works like 
a Ouija board connected to 
a computer," he said. 

He accused the commis
sion of not using formulas 
and not having a set pattern 
for determining allowances 
for oil wells. 

Grace's attack came after 

the commission told him to 
shut down his most produc
tive well in the Carlsbad oil 
field. 

"THEY TOLD me I was 
over my allowance," he 
said. "This isn't fair to the 
consumer because they are 
being robbed of energy in a 
time when there is an ener
gy crisis." 

Grace said that New 
Mexico was the only state 
that still had a prorationing 
schedule that forced oil 
wells to produce less than 
capacity. 

"Here in New Mexico, 
the highest producing well 
is forced to produce the 
same amount as the poorest 
producing well in the 
field," he said. 

' He said he has received a 
Santa Fe District Court re
straining order that per
mits him to operate his well 
even though he was told to 
shut down. 
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NEW MEXICO 
$ddy Gas Well Owner 
Seeks to Halt Shutdown 

Fi%m the Journal's 
Santa Fe Bureau 

SANTA FE — Michael P. Grace has filed another suit 
against A. L. (Pete) Porter, director of the Oil Conserva
tion Commission, to prevent him from shutting down a 
gas well he.owns in the South Carlsbad-Moro Pool in 
Eddy County. 

Dist. Judge Gerald Fowlie of Albuquerque, sitting in 
the Santa Fe County District Court because of absence 
of its judges, issued a temporary restraining order pre
venting the shutting down of the well until a hearing 
can be held. This must be within 10 days. 

THE ORDER was entered in an "es parte" proceed
ings — meaning neither Porter nor the Oil Conservation 
Commission knew of the suit until after the order was 
handed down. 

Porter had ordered the well shut down until its "al
lowable" production had caught up with actual produc
tion. 
The commission assigns an "allowable" production to. 

each well in the pool, based on the surface acreage 
leased by its owner. Production may exceed this, how
ever, until i t becomes six times the amount allowed. 

WILLIAM CARR, attorney for the Oil Conservation 
Commission, said the Grace No. 1 WeU had exceeded 
the six-times figure and Porter had ordered it to stop 
production until die amount it was allowed to produce 
caught up with the actual production. 

Another suit involving the same well is now before 
the State Supreme Court on appeal. In it, Grace had at
tacked the "pro rationing" of the state, under which the 
Oil Conservation Commission sets the allowable amount 
which can be produced. 

A District Court uDheld the pro rationing system. 
Grace appealed to the Supreme Court. 

SS Hobbs Bully Jiew«-San JJT 
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Order Halts* 
Shut-Down 
Of OOwell 
SANTA FE, N.M. (AP) — 

Dist. Judge Gerald Fowlie of 
Albuquerque has issued a tem
porary restraining order pre
venting the shutdown of an 
Eddy County gas well by the 
Oil Conservation Commĵ gjon 
pending a hearing. Jl* 

The order was issued after 
Michael P. Grace, the owner of 
the well located in the South 
Carlsbad-Morrow pool, filed a 
suit against commission direc
tor A.L. Porter to prevent the: 
commission from shutting down! 
the well. j 

Fowlie's order, which says; 
the hearing must be held within: 
10 days, was entered in an "es 
parte" proceeding, meaning 
neither Porter nor the commis-: 
sion knew of the suit, until the 
order had been handed down. 

Porter had. ordered the shut-
down until the well's allowable 
production matched its actual 
production. The commission as
signs ' an- allowable production 
to each well in the pool, based 
on the surface acreage leased 
by its owner. Production may 
exceed that up to six times the 
amount allowed. 

William Carr, attorney for 
the commission, said the well 
had exceeded the maximum 
production figure, and Porter 
had ordered a production halt. 

Another suit involving the 
same weH is now before the 
State Supreme Court on appeal. 
In that .suit, Grace had at
tacked the "pro rationing" of 
the state, which the commis
sion uses to set the allowable 
amount. A district court ruling 
upheld the system. 
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shutdown 
prevented 

SANTA FE, N!M. (AP) -
Dist. Judge Gerald Fowlie of 
Albuquerque has issued a 
temporary restraining order 
preventing the shutdown of an 
Eddy County gas well by the Oil 
Conservation Commission 
pending a hearing. 

< 
The order was issued after 

Michael P. Grace, the owner of 
the well located* in the South 
Carlsbad-Morrow* Pool, filed a 
suit against commission 
director A.L. Porter to prevent 
the commission' from shutting 
down the well. >:- •: 

Fowlie's order,; which says 
the hearing must be held within 
10 days] was entered in an "es 
parte" proceeding, meaning 
neither Porter:, nee the com
mission knew of the suit until 
the order had been handed 
down, * j ^ ' , 

Porter had' Ordered the 
shutdown until the well's 
allowable production matched 
its actual production. - The 
commission assigns an 
allowable production to each 
well in the pool,, based on the 
surface acreage-leased by its 
owner; Production may exceed 
that up to six times the amount 
allowed. 

William Carr, attorney for the 
commission, said the well had 
exceeded the maximum 
production figure, and Porter 
had ordered a production halt. 

Another suit involving the 
same well is now before the 
State Supreme Court on appeal. 
In that suit, Grace had attacked 
the "pro rationingV of the state, 
which the commission uses to 
set the allowable amount. A 
district court ruling upheld the 
system. 1 
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Eddy Oil ^ 
Shutdown 
Postponed 

SANTA FE, N.M. (AP) — 
Dist. Judge Gerald Fowlie of 
Albuquerque has issued a 
temporary restraining order 
preventing the shutdown of 
an Eddy County gas well by 
the Oil Conservation Commis
sion pending a hearing. 

The order was issued after 
Michael P. Grace, the owner 
of the well located in the 
South Carlsbad-Moro Pool, 
filed a suit against commis
sion director A.L. Porter to 
prevent the commission from 
shutting down the well. 

Fowlie's order, which says 
the hearing must be held 
within 10 days, was entered in 
an "es parte"proceeding, 
meaning neither Porter nor 
the commission knew of the 
suit until the order had been 
handed down. 

Porter had ordered the 
shutdown until the well's al
lowable production matched 
its actual production. The 
commission assigns an allow
able production to each well 
in the pool, based on the 
surface acreage leased by its 
owner. Production may ex
ceed that up to six times the 
amount allowed. 

William Carr, attorney for 
the commission, said the well 
had exceeded the maximum 
production figure, and Porter 
had ordered a production 
halt. 

Another suit involving the 
same well is now before the 
State Supreme Court on ap
peal. In that suit, Grace had 
attacked the "pro rationing" 
of the state, which the com
mission uses to set the allow
able amount. A district court 
ruling upheld the system. 
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Hearing Slated Friday 
On Carlsbad Oil Well 

SANTA FE, N.M. (AP) — Arguments on the New Mexieo Oil Conservation 
Commission's authority to require complete shutdown of a gas weil in the Carlsbad 
area will be heard in a district court hearing late Friday. 4«L-< 

The commission issued an order Oct. 2 directing that GraceAtlantic Well foe 
shut down by reason of overproduction outside the established allowable. Michael 
P. Grace of Carlsbad, operator of the well, then obtained a temporary court order 
setting aside the commission shutdown order. 

Judge Thomas Donnelly set the hearing for 4 p.m. to determine if the restraining 
order will be made permanent. 

Grace contends that shutting down production could cause permanent damage to 
the well and that it might possibly never return to its current flow. He also contends 
there is a national high demand for natural gas, intensified by the outbreak of war 
in the Middle East. 

The commission contended in its order that metered flow showed the well was 
being overproduced six times above allowances. A commission rule requires a 
shutdown at that stage. ^ — 

j | jTh«JJbuquerque Tribune' 
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Oas well hearing set ^ 
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tic N a l ^ i Grace -Atlan-
ble production by six times ex<*eding allowa-
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Well Arguments 
Planned Friday 

SANTA FE, N.M. (AP) - A new 
Mexico district court is to hear 
arguments Friday on whether a gas 
well in the Carlsbad area should be 
shut down for overproduction. 

On Oct. 2 the New Mexico Oil 
Conservation Commission ordered 
that the well, operated by Michael 
P. Grace of Carlsbad, be shut down 
for overproduction. 

The commission contends that 
metered flow showed the well was 
overproducing at six times above 
allowances. A commission rule 
requires a shutdown at that stage. 

Grace obtained a court order 
setting aside the shutdown ruling, 
pending the hearing. 

Grace contends that shutting 
down the well might permanently 
damage it, and that there is a high 
demand for natural gas. 



FARMINGTON 

DAILY T I M E S 
a OUT I 7 

New Mexico Preu Clippinf Bureau 
Albuquerque, N. M. 

Well Shutdown 
Hearing Friday 

SANTA FE, N.M. (AP) - A 
new Mexico district court is to 
hear arguments Friday on 
whether a gas well in the 
Carlsbad area should be shut 
down for overproduction. 

On Oct. 2 the New Mexico 
Oil Conservation Commission 
ordered that the well, operated 
by Michael P. Grace of 
Carlsbad, be shut down for 
over-production. 

The commission^contends 
that metered flow showed the 
well was overproducing at six 
times above allowances. A 
commission rule requires a 
shutdown at that stage. 

Grace contends that shutting 
down the well might per
manently damage it, and that 
there is a high demand for 
natural gas. 

Albuquerque Journal 
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Oil Dispute w 
In N.M. Court 

SANTA FE (UPI) — Dist. 
Judge Thomas Donnelly will 
hear arguments in a dispute 
between the Oil Conserva
tion Commission and a natu
ral gas producer in 
southeastern New Mexico 
over production of one of 
the producer's wells. 

The OCC, in an October 2 
decision, ordered a shut
down of the Grace-Atlantic 
No. 1 well, owned by Mi
chael P. Grace, contending 
it was exceeding allowable 
production by six times. 

Grace obtained a tempo
rary restraining order Octo
ber 4 preventing the OCC 
from closing the well until a 
hearing could be held in 
District Court to consider 
the facts. 

Donnelley will consider 
whether to make the re
straining order permanent. 

Attorney for Grace con
tend that under a regulation 
issued by the OCC in 1973, 
the OCC can disregard 
"shut ins" of wells if there 
is a high demand emergen
cy for natural gas or i f 
there is a possibility of 
damage to the well. Grace's 
attorneys contend that there 
is currently a high demand 
for natural gas and that 
damage could result from 
the OCC's closure of the 
well. 
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NM Shuts Down 
Grace Gas Well ^ 

SANTA FE, N.M. (AP) - The 
New Mexico Oil Conservation 
Commission issued a final order 
today shut t ing down an 
overproducing gas well owned by 
Michael P. Grace near Carlsbad. 

The order was based on a hearing 
last week at which Grace contended 
a complete shutdown would harm 
the well. 

The commission rejected Grace's 
argument. 

The well, Grace-Atlantic No. 1, is 
more than six times overproduced 
with respect to its average monthly 
allowable, the commission said. 

The order said production can't 
resume until the total production is 
back in line with the cumulative 
monthly allowable previously set by 
the commission. 
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OCC Orders Gas 
Well Closed Down 

SANTA FE, N.M. (UPI^The 
Oil Conservation Commission 
Monday ordered a natural gas 
well in southeastern New Mexi
co to be closed down on grounds 
that it has overproduced. 

The action was the latest in 
a dispute between the OCC and 
the owner of the well, Michael 
Grace. 

The OCC issued a similar or
der earlier this month directing 
a "shut in" of the Grace Atlan
tic No. 1 natural gas well, Grace 
then revested the OCC to con
duct a hearing so he could show 
that the shut-in would damage 
the well. 

In its findings, the OCC said 
that "substantial evidence has 
been presented to the effect that 
material damage would not oc
cur to the well if it were pro

perly shut i n . M 

The OCC also said that rights 
of owners of other mineral in
terests in the pool in which the 
Grace well was located "could 
be adverseley affected by the 
continued over Production of the 
subject well.** 

The commission found that 
Grace "failed to show that the 
commission's methods of calcu
lating well allowables is incor
rect. . .•* 

Attorneys for Grace obtained 
a district court restraining order 
to block the OCC's original or
der. 

A hearing on whether to make 
that order permanent is sched
uled Friday in Santa Fe before 
District Judge Thomas Donnel
ley. 



I0CT 8 1 

New Mexico Press Clipping Bureau 
A I I _ *• 

DCC Orders Gasp- I 
Well Closed Down 

SANTA FE, N.M. (UPI)-The 
Oil Conservation Commission 
Monday ordered a natural gas 
well in southeastern New Mexi
co to be closed down on grounds 
that it has overproduced. 

The action was the latest in 
a dispute between the OCC and 
the owner of the well, Michael 
Grace. 

The OCC issued a similar or
der earlier this month directing 
a "shut in" of the Grace Atlan
tic No. 1 natural gas well. Grace 
then requested the OCC to con
duct a hearing so he could show 
that the shut-in would damage 
the well. 

In its findings, the OCC said 
that "substantial svidence has 
been presented to the effect that 
material damage would not oc
cur to the well if it were pro
perly shut in." 

The OCC also said that rights 
of owners of other mineral in
terests in the pool in which the 
Grace well was located "could 
be adverseley affected by the] 
continued over production of the; 
subject well." 

The commission found that 
Grace "failed to show that the 
commission's methods of calcu
lating well allowables is incor
rect. . . " 
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Carlsbad Hearing Set On Oil Well 
A-J Correspondent ' Y ^ production allegedly had ex-

CARLSBAD N M. — A ceeded six times its aver-
! ' .__ ;„ age monthly allowable. 

district court hearing is • °B S 
scheduled for Friday on a ; 
State Oil Commission order 
to shut down a local gas 
well operated by Michael P. 
Grace. 

The commission issued its 
final order Monday for the 
Grace-Atlantic Number One 
to be closed because its 
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OCC well suit aired 
A civil suit questioning the right of the 

state Oil Conservation Commission to 
prevent production of a gas well in the 
southern part of New Mexico was aired 
today before District Judge Thomas 
Donnelly. 

Michael P. Grace and Corrine Grace, 
operators of a gas well in Eddy County are 
contesting a shut-in order by the com
mission issued Oct. 2. 

According to Donnelly, the Graces claim 
the order to halt production would be 
dangerous and damage .the well. Donnelly 
said the commission's position is that the 
Graces were over-producing the well. 

The suit seeks an order from the court 
restraining the commission from en
forcing the shut-in order. 

__ Donnelly said several other parties have 
asked to enter the case, which has drawn 
statewide attention. 
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Gas Production Is Slowed 8?~ 
SANTA FE, N.M. (AP) - The state 

Oil Conservation Commission reached an 
agreement that .will permit the con
troversial Grace-Atlantic Well No. 1 near 
Carlsbad to continue producing has at a 
reduced rate. 

District Court?Judge Thomas A. 
Donnelly signed an order late Friday in
corporating terms&i the agreement. 

It gives the Conservation Commis
sion authority to shut down the well if pro
duction levels are not in line with state 
allowables by March 31, 1974. 

The commission ordered early in Oc
tober that the well be shut down, in line 
with a rule requiring the shut-in of wells 
when accumulated overproduction ex
ceeds by six times the average monthly 
allowable. When the order was issued, 
overproduction was nearly seven times 
the average allowable. 

Michael P. Grace and Corinne 
Grace, operators of the well, went into 
district court and obtained a temporary 
restraining order to block the commission 
action. Friday's action was on whether to 
make that order permanent. 

Last Monday, the commission issued a 
second order to shut down the well. 

Donnelly was prepared to hear ar

guments on the restraining order but 
shortly after court convened, Ted How-
den, attorney for the Graces, asked for a 
recess, saying he believed an agreement 
could be reached. 
. The agreement provides that the 
Graces will reduce production to 6,970 
thousand cubic feet per day as of 7 a.m. 
Saturday. A spokesman for the operators 
said it has been producing at about 9,300 
thousand cubic feet per day. 

The Graces agreed to produce dur
ing November and December at a rate 
they believe "appropriate to reduce the 
well's overproduced status while avoid
ing material damage to the well." 

If the commission determines that as of 
Dec. 31, the well still is being over
produced, a special committee of three 
engineers will determine the proper pro
duction level. 

The Graces agreed that if over
production still exceeds top limitations by 
March 31, 1974, the well will be shut in 
until overproduction has been reduced to 
below maximum limits. 

They also agreed to drop court suits 
pending against the commission. One 
asks for separate pooling of Grace-owned 
wells in the South CarlsbadMorrow gas 

A wov 3 is?; 
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Reduced Rates Placed 
On Grace-Atlantic Well 

SANTA FE, N.M. (AP) — 
Dist. Court Judge Thomas A. 
Donnelly decided Friday o 
let the Grace-Atlantic Well 
No. 1 near Carlsbad continue 
producing natural gas, but at 
a reduced rate. 

The state Oil Conservation 
Commission earlier had or
dered the well shut down 
because of what it termed 
excessive overproduction. 

Friday's court order came 
after a full day of negotia
tions between the Conserva
tion Commission and attor
neys for Michael P. Grace and 
Corrine Grace, operators of 
the well. 

The court action came on a 
temporary restraining order 
obtained by the Graces' 
against the commission. 

Donnelly had been pre

pared to hear arguments uv 
the case, but Ted Howden, 
attorney for the Graces, asked 
for arecess and advised he 
believed an agreement could 
be reached. 

Terms of that agreement 
were in the judge's order. 

It calls for daily production 
of 6,970 thousand cubic feet 
per day, the daily allowable 
for November set by the 
commission. The well, in re
cent weeks, had been produc
ing at the rate of about 9,300 
thousand cubic feet per day.' 

The Graces also agreed that 
during November and De
cember, they will continue to 
produce at a rate they believe 
will reduce its overproduced 
status, while avoiding materi
al damage to the well. 

field. The GraceAtlantic Well No. 1 is in 
that field. The other suit challenged 
commission prorationing in the South 
Carlsbad-Strawn field. 
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Grace Welt^ 
Production 
Approved 

SANTA FE (AP) — Dist. 
Court Judge Thomas A. 
Donnelly issued an order 
late Friday allowing thei 
operator of the Grace-At-' 
lantic Wll No. 1 near Carls
bad to continue natural gas 
production, but at a re
duced rate. 

The order was issued 
after a full day of negotia-
tions between the oil 
Conservation Commis-
siona and attorneys for 
Maichael P. and Corinne 
Grace,operators of the 
well. 

On Monday the OCC had 
issued an order affirming 
another order issued in 
early October, that the 
Grace well be shut down 
for having exceeded allow
able over production lev
els. 

The Graces had received 
a temporary restraining 
order from Santa Fe Dis
trict Court to block the 
OCC from enforcing its 
shut-in order. 

Judge Donnelly had 
been prepared to hear 
arguments Friday on 
whether the restrining 
order aginst the OCC 
should be made permanent 
or dismissed. 

But at the outset of Fri
day's hearing, attorney 
Ted Howden, representing 
the Graces, asked for a 
brief recess and advised 
the court he felt an agree-
ment could be reached. 
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Grace Well Garners 
Limited Flow Right 

SANTA FE, N.M. (AP) - The 
state Oil Conservation Commission 
reached an agreement that will 
permit the controversial Grace-
Atlantic Well No. 1 near Carlsbad to 
continue producing at a reduced 
rate. 

District Court Judge Thomas A. 
Donnelly signed an order late 
Friday incorporating terms of the 
agreement. 

It gives the Conservation 
Commission authority to shut down 
the well if production levels are not 
in line with state allowables by 
March 31,1974. 

The commission ordered early in 
• October that the well be shut down. 

in line with a rule requiring the shut-
in of wells when accumulated over
production exceeds by six times the 
average monthly allowable. When 
the order was issued, 
overproduction was nearly seven 
times the average allowable. 

Michael P. Grace and Corinne 
Grace, operators of the well, went 
into district court and obtained a 
temporary restraining order to 
block the commission action. 
Friday's action was on whether to 
make that order permanent. 

Last Monday, the commission 
issued a second order to shut down 
the well. 

Donnelly was prepared to hear 
arguments on the restraining order 
but shortly after court convened, 
Ted Howden, attorney for the 
Graces, asked for a recess, saying 
he believed an agreement could be 
reached. 

The agreement provides that the 
Graces will reduce production to 
6,970 thousand cubic feet per Aay as 
of 7 a.m. Saturday. A spokesman for 
the operators said it has been 
producing at about 9.300 thousand 
cubic feet per day. 

The Graces agreed to produce 
during November and December at 
a rate they believe "appropriate to 
reduce the well's overproduced 
status while avoiding material dam
age to the well." 

If the commission determines that 
as of Dec. 31, the well still is being 
overproduced, a special committee 
of three engineers will determine 
the proper production level. 

The Graces agreed that if 
overproduction still exceeds top 
limitations by March 31. 1974, the 
well will be shut in until 
overproduction has been reduced to 
below maximum limits. 

They also agreed to drop court 
suits pending against the 
commission. One asks for separate 
pooling of Grace-owned wells in the 
South Carlsbad-Morrow gas field. 
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Carlsbad Area Gas Well^ 
Granted Partial Production 
SANTA FE, N.M. (AP) — 

The state Oil Conservation 
Commission reached an agree 
ment that will permit the con
troversial Grace-Atlantic Well 
No. 1 near Carlsbad to continue 
producing gas as a reduced 
rate. 

District Court Judge Thomas 
A. Donnelly signed an order 
late Friday incorporating terms 
of the agreement. 

I t gives the Conservation 
Commission authority to shut 
down the well If production lev
els are not in line with state 
allowables by March 31, 1974. 

The commission ordered ear
ly in October that the well be 
shut down, in line with a rule 
-requiring the shut-in of wells 
w hen accumulated over 
production exceeds by six times 
the average monthly allowable. 
When the order was issued, 
overproduction was nearly sev
en times the average allowable. 

Michael P. Grace and Co
rinne Grace, operators of the 
well, went into district court 
and obtained a temporary re
straining order to block the 
commission action. Friday's ac
tion was on whether to make 
that order permanent. 

Last Monday, the commission 
issued a second order to shut 
down the well. 

Donnelly was prepared to 
hear arguments on the restrain
ing order but shortly after 
court convened, Ted Howden, 

attorney for th* Graces, asked 
for a recess, saying he believed 
an agreement could be 
reached. 

The agreement provides that 
the Graces will reduce produc
tion to 6,970 thousand cubic feet 
per day as of 7 a.m. Saturday. 
A spokesman for the operators 
said it has been producing at 
about 9,300 thousand cubic feet 
per day. 

The Graces agreed to pro
duce during November and De
cember at a rate they believe 
"appropriate to reduce the 
well's overproduced status 
while avoiding material dam
age to the well." 

If the commission determines 
that as of Dec. 31, the well still 
is being overproduced, a spe
cial committee of three engi
neers will determine the proper 
production level. 

The Graces agreed that if 
overproduction still exceeds top 
limitations by March 31, 1974, 
the well will be shut in until 
overproduction has been re
duced to below maximum lim
its. 

They also agreed to drop 
court suits pending against the 
commission. One asks for sepa
rate pooling of Grace-owned 
wells In the South Carlsbad-
Morrow gas field. The Grace-
Atlantic Well No. 1 is in that 
field. The other suit challenged 
commission prorationing in the 
South Carlsbad-Strawn field 



Hearing on Well Recessed 
SANTA FE (AP) - A 

hearing got under way late 
Friday in a court case 
challenging the authority 
of the Oil Conservation 
Commission to shut down 
production on a gas well in 
the Carlsbad area. 

Dist. Court Judge Thom
as A. Donnelly recessed 
the hearing until Nov. 2 
after allowing other gas 
producers in the Carlsbad 
gas field to intervene in 
support of the OCC. 

Michael P. Grace of 
Carlsbad, operator of 
Grace-Atlantic No. 1 well 
in the South Carlsbad-
Morrow Gas Pool, obtained 
a temporary restraining 
order against the OCC in 
early October after the 
commission had ordered 
the well shut down for 
reasons of over-production 
above the allowables es
tablished. 

The hearing before 
Judge Donnelly is to deter
mine if the wri t wi l l be 
made permanent or dis
missed. 

Most of the hearing Fri
day afternoon was devoted 
to consideration by the 
court of motions filed by 
two major oil companies 
and an independent oil 
producer to intervene in 
the case. 

Santa Fe attorney Jason 
Kellahin represented Ci
ties Service Oil Co. and 
Pennzoil Corp. in their 
motions to intervene. Both 

companies operate wells 
adjacent to or near the 
Grace well. 

Santa Fe attorney Don
ald G. Stevens represented 
independent operator 
Morris Antweil of Hobbs, 
who also has gas wells in 
the South Carlsbad field. 

Alan Antweil , a son of 
Morris Antweil, and super
visor of his interests in the 
oil business, told the court 
he was intervening to pro
tect his correlative rights 
to gas in the South Carls
bad field. 

Antweil said that in his 
opinion the overproduction 
from the Grace well af
fects all the other wells in 
the field, and reduces their 
value. 

"As they say in the oi l 
fields, they have a straw in 
everyone's tea cup," An
tweil said. 

Kellahin called James L. 
Ralph of Midland, Tex., 
regional reservoir engi
neer for Cities Service Co., 
to testify as to the effect 
overproduction of one well 
has on other wells in a 
field. 

Ralph said that contin
ued overproduction of one 
well in a field ultimately 
will have an effect on oth
er wells in the field. 

Ted Howden, attorney 
representing Grace, ob
jected to the intervention. 

Howden contended that 
today's hearing was relat
ed to one well, the Grace-
Atlantic No. 1, and not to 
the entire field. 

Grace contends that a 
complete shut-down of 
production could cause 
permanent damage to the 
well, from which it might 
not recover. He also con
tends there is a high de
mand for natural gas, 
which has been intensified 
by the outbreak of war in 
the Middle East. The high 
production should be al
lowed to meet a national 
emergency, he says. 

Howden argued that the 
case now pending before 
Judge Donnelly deals with 
the principal issue of po
tential damage to the 
Grace well if it is required 
to shut down. 

But Kellahin told the 

court the case basically 
involves the question of 
prorating and production 
in a gas pool. 

" I f the other operators 
in the field obey the pror
ating order, then the one 
who does not obey u l t i 
mately will get more than 
his share of the resource 
in the field," Ralph said. 

Howden called witness
es who testified there was 
no technical evidence 
abailable to show that pro
duction of the Grace well 
was having any adverse 
effect of production of 
other wells in the field. 

Robert Becker,a con
sulting geologist f rom 
Roswell, said there are 
four production zones in 
the Morrow formation of 
the South Carlsbad field. 
The Grace-Atlantic well is 
being produced from only 
one of these zone, he said. 
On the other hand, two 
adjacent Cities Service 
wells are being produced 
from three of these zones. 
I t is possible the Cities 
Service vpetls are draining 
the Grsevg w«Il area, he 
said. 


