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July 8, 1855

TO ‘THE OPERATORS OF THE WEBER SAND IN THE RANGELY OIL me,
.. .- AND PQ.ALL OTHERS INTERESTED:.. .. _ ... .- . a0 .--

$hs 6f1 and Gaa Gonservation ‘Gommission of the State af Colo~

rade requests all the %% %gjger %%Wy

Fleld to mat with 1t/A

. The purpose is to discuss with
ihe. aperators the best pracedura.l wmethods te breing about a unit
agreetmient or unlt agreements im the Rangely Field, and with the
hope that -auch wnit agreement or agz-eemants govering the field .
may be speedily established.

Wé are confident that all the eperators earnes’cly desire that
such unlt agreement or agreemsntsa may be made, and each is firmly
of the épinfen. that through the ilnstrumentality of a unit agreement.
or unit mgreements, the ultimase reéovery rron the field will be
‘gréatly {ncroased. There will be the opportunity to use the baat
Conservation tochnlque mow available, and beyond doubt, new methods
of Conservatlon adapted to this fleld will be .dlacovered and put in
pzactiea, ‘a0 that we may hope for an wliimate recovery perheps twlce
or even larger than would be possible under psesent. praetiee.

D s PR AR S

‘We- feel the aparnters have given too mmeh thought to immediate
advantage rather than to the long-term future. . We féel the time
1s now ripe that the oporaters should reconcile all- their @iffer~
ences. It 1s ecertain that If such d@ifferences are not reconciled,

-we may look forward to a long period of uncertainty and utigation.
and a very large, unnecessary expensés

 %he CGommisaion, of ecourse, is entirely nanttal in this matser,

and hag no plan or suggesticn of its own, It simply wishes the
erators o meet and talk it overs This may-be done with the Come
mfaa!,on in attendance or 1ndependent of the Gommisaien,. -
. Each of you no doubt has had the. origj.aal letter of The

Galifornia Company, and the let of the Phillips Petroleoum
Company and . of the Husky ompany. . We are snclosing harew:l.th
copy of a lstter from Mr, Womser, _Just received, but whitch ap
ently is -not golng to all the eperators. It is mest pleaaing
note Mr. Wormser?s attitude in faver of unitizatlone

THE OIL AND GAS CONSERVATION COMMISSION
.. OF ?EE STATE 02‘ GOLORABO

By n_mcx M. DOWNING, Chairmen
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ATTOCRNEY AT LAW
824 EQUITABLE BLDG. DENVER 2

KEY! -
erone | KEYSTONE <-a27t
! RESIDENCE KEYSTONE #-5334

OIL & Gas
CONSEHVATION CoMMISSION

TG THE BANGLLY OPERATORSS

Reforring to dsmorandus by the Unltod States Geological ;
mi and our Gomminsion te the Rengely Operstora, deted o
July 15, 1958, suggssting thab tie Oporators advize us
gonfidentially of a percentage m{ would be ¢illing to
socepty wa received only one suoh latter. This lettor was
returngd to the writer with the seal unbroken,

Avgust 4, 19568

We roceived from sach of e ratars coples of thelir
other sroposels, asd are enclosing herewith to each Operator
a copy of the letbers we have recalved from the other Opare~
torse LI any of the Operators wish to cowsant upun the
propossls by any of ths othsr Operstors, we would bde glud
to have scme, provided they mre sent us proapblys .

The propossl f[or the exploymsnt of an sugineering firm
te advise the Commission wug not favorsbly secelved; hence
we do not expest to take favorable action eoncerning the
BOKG » .

WARWICK He DOWRING, Chalrman of the
01} and Gan Coswervetion Commission
of the Stats of Celarsdo

Pols Ploage send to the United States Ceclogldal Bupvey
at Casper, Mre J. Re Schwabrow, Buperviscr, copy of all
commmnicntions o us in this matter,
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THE SHARPLES OIL CORPORATION

SULTE 1001 - 1700 BROADWAY
PLEASE ADDRESS REPLY TO DENVER 2, COLORADO

THE CORPORATION
ATTENTION OF THE WRITER

August 1, 1955

AUG2 1955

OlL & GAS
CONSERYATION COMMISSION

The 0il and Gas Conservation Commission
State of Colerado
1162§ Blati Street
Dermes¥ 4, Colorado

U, &, Department of the Interior
Geg ical Survey

Pe-U. Box 400

Casper, Wyoming

Gentlemen:

This letter is in answer to your memorandum to
Rangely Field operators dated July 15, 1955, We are
pleased to present here-in an outline of our ideas on
fieldwide unitization in Rangely. The Sharples 0il
Corperstion is the smallest of the principle Rangely
operators and have only a small engineering staff.
Therefore we are unable to present a complete engineering
analysis of our ideas.

We believe the principle benefit of unitization
in Rangely to be the increased recovery of oil from the
Weber reservoir. Because of the low BTU content the gas
from the Weber reservoir is not a premium grade fuel and
therefore is not classed as a benefit of unitization.
Increased recovery of oil may be accomplished by
supnlementing the reservoir energy with gas injection or
water flooding or a combination of both under fieldwide
unitization., It must logically follow that equity in the
benefits of unitization is related to the amount of oil
in place under each lease and each tract.

The amount of oil orizinally in place under
each lease and each tract was determined by the Engineering
Committee of the Rangely Field Working Interest Owners and
was published in a report dated February, 1949. At that
time there was disagreement zmong operators as to the

8
d
a

The 0il and Gas Conservation Commission
The United States Geological Survey

August 1, 1955
Page 2

lower permeability limit of the productive pay section.,
Therefore the oil in place was determined on the basis of
permeability ranges greater than 5, 3, 1 and 0.1 milli-

darcies. At that time all overators but one were in

agreement as to the effective permeability range contributing

to production from the Weber reservoir, The percentage 1
distribution of the o0il in place in the various ranges as P
shown in the report is as follows: o

5 md 3 md - 1md ¢ 0.1 md
Calco 52,90  51.59 / 49.57 46.31
Stanolind 20.11  20.03 | 20.27  20.53 .2
Texas U.P. 15.94  16.89 | 17.93 19.72
Phillips 8.19 8.48 | 8,78 9,12 E
Sharples 2,25 2,32 | 2.66 3.40 SV
Others .61 69 | __ .79 02 AT Y

100.00 100.00 -100,00 100.00 o

Since the above study was made operators have
developed ideas concerning their equitable share of the
Weber reservoir., At the last Rangely hearing the Texas-
U.P.. stated their belief that their share of the Weber
reservoir was 19%, Phillips Petroleum agreed to unitize
for 6% and Sharples for 3%. The historic position granted
the small group of other companies by the maJor operators
in previous unit negotiations has been 0.4%. This is
believed to be a fair value because the properties
involved are all marginal producers on edge locations.

) The above stated positions total 28,4% leaving
71.6% for the California Company znd Stanolind 0il and
Gas Company who did not state their positions at the last
hearing. Reference to the above table will show that
Stanolind holds consistently at 20% in every permfability
range. Our proposed division between Stanolind and
California would be 20.0% and 51.6% respectively which
corresponds to the division under the 3 md. permeability
range, The division of the field would be as follows:

The 0il and Gas Conservation Commission
The United States Geological Survey

August 1, 1955

Page 3

Calco 51.6

Stanolind 20.0

Texas U.P. 19.0-

Phillips 6.0.

Sharples 3.0

Others _0.4
100.00%

The Sharples 0il Corporation believes these
percentages to be a just and equitable division of the
Rangely Weber Reservoir.

Respectfully submitted,
THE SHARPLES OIL CORPORATION

(é/ﬂf/u// ‘L’//(? /

uel Butler, Jr.
President
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P. 0. BOX 2100

DENVER |, COLORADO /Z - ; Z

TOM T. FREEMAN

OIVISION MANAGER, PRODUGING DEPARTMENT May 31 1955
3

ROCKY MOUNTAIN DIVISION

0il and Gas Conservation Commission
State of Colorado
11623 Elati Street
‘ Denver 4, Colorado

Gentlemen:

As you requested in informal meeting Thursday,
May 26th, this 1s to advise that the average daily pro-
duction from the Joint Texas-Unilon Pacific propertiles at
Rangely during the six months period ending with the
month of April, 1955, was 12,437 barrels. With our pre-
sent compressors we anticipate our production will average
approximately 13,000 barrels per day net during June,
July and August, 1955, and that it will be unnecessary to
flare gas durlng that period except in emergencies of a
temporary nature.,

We want you to understand, however, that we
cannot definitely commlt ourselves until we have been ad-
. vised of the commitments of the other operators in the

field,

The above has the approval of the Unlon Pacific
Railroad Company.

Yours very truly,

THE TEXAS COMPANY,
Producing Department

| \
\W\W
By ’
TTF-MVT Tom T, Freeman
Division Manager

cc: Union Pacific Raillroad
Los Angeles, Calif,
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FORM &6% 1-51

W \i “:‘ [ STANOLIND O1L AND GAS COMPANY

1 STANOLIND BUILDING

TuLsA, OKLAHOMA

PRODUCING DEPARTMENT
G. B. JENKINSON

UNITIZATION MANAGER J uly 29, 1955
File: GBJ-31.95

Re: Proposed Rangely Unitization

UNITED STATES GEOLOGICAL SURVEY

OIL AND GAS CONSERVATION COMMISSION
OF COL.ORADO

Dear Sirs:

In accordance with the memorandum issued by the Oil
‘ and Gas Conservation Commission of Colorado and the United
States Geological Survey after a meeting of the operators of the
Rangely field in Denver July 15, 1955, concerning the further
unitization of this field, Stanolind Oil and Gas Company wishes
to make the following proposal:

That a fieldwide unit be formed, using a formula for
participation based on 50% of the production over a period from
January 1, 1954 to July 1, 1955, and 50% original oil in place, cal-
culated by using the previously established minimum factor of

. 1.0 millidarey:

We do not desire to submit a figure indicating what per-
centage of participation we should have on a fieldwide basis with-
‘ out a formula of participation that will equitably distribute the
percentage we obtain among our partners and royalty owners on
all of the separately owned tracts operated by us.

We are against the proposal that the Commission employ
a competent engineering firm to advise them as to the best
methods of bringing about the unitization of the Rangely field,
the expense to be paid by the operators ratably on the basis of
the last six months' production, as we do not think any favorable
results would be obtained by this procedure.

Yours very,truly,

GBJ:mm
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P. 0. BOX 2100
DENVER |, COLORADO

TOM T. FREEMAN

DIVISION MANAGER, PRODUCING DERARTMENT

ROCKY MOUNTAIN DIVLSION August 1, 1955.
AUGS 1956
Ol & GAS
0il and Gzs Conservation Commizsion CONSERVATION COMMISSION

of the State of (Colorado
Denver, (olorado

RANGELY - UNITIZATION

United Btatesg Geological Survey
Casper, Wyoming

Gentlemen:

On July 15, 1955, the principal Rangely
Operators, together with representatives of some of -the
Rangely Working Interests and Rangely Royalty Interests,
met with the 01l and Gas Conservation Commission of the
State of Colorado and representatives of the United States
Geological Survey fio review the mabter of unitization of
the Weber Pool, Rangely Field. Unitization on the basis
of a single fleld-wide unit, as well as on the basia of
multiple units, was discussed but 1t was the consensug of
opinion that a single fisld-wide unit was the logical answer.
Unlion Pacific and Texas are opposed to unitization on any
basis other than on a single field-wide basis. The Com-
mission and the Survey, therefore, requested that each
Operator interested in a single field-wide unit submit
to them by August 2, 1955, its proposal for a field-wide
unit and how best to accomplish the same.

In reviewing the data that has heretocfore
been used in attempting to unitize Rangely, we have come
to the conclugion that the mest accurate figures from which
to start are thosge representing the amount of original stock
tank oil in place as computed by the Working Interest Owners'
Engineering Committee. Based upon thoge figures, the per-
centages of original stock tank oil in place aceruing to
the various Operators in the developed area of the field
are ag follows:

¢alifornia 46,3125
Phillips 9.1216
Sharples 3.3972
Stanolind 20.5284
Texas-U.P. 19.7164
Others 0.8239

100.0000

-

It is our bellef that the percentage of the
original stock tank oil in place for any particular Opera-
tor does not necessarily represent that Operator's percent-
age of recoverable oil, the latter percentage in our opinion
belng a fair and equitable percentage in a single field-wide
unit.

The problem, therefore, is to determine for
each Operator within reasonable limits, based upon sound
engineering and field practices, his prorata share of the
total recoverable oil for the field as of the present time.

‘We have had insufficient time since July 15, 1955, and in-

sufficlent data on other properties to permit the necessary
study of the problem and to arrive at any final conclusion
concerning the other Operators' interests. We have reached
a conclugion as to the minimum percentage in a single field-
wlde unit which we would consider at this time and we suspect
that all of the other Operators have reached similar conclu-
sions.

] Based upon the recent production trends of the
field and particularly of the Union Pacifilc-Texasg properties,
due primarily but not exclusively to sand fracing, it is the
Joint conclusion of Union Pacific and Texas that their com-
bined percentage in a field-wide unit should be something
greater than their percentage of original stoeck tank oil in
place as shown in the above tabulation. We have acecepted the
invitation of the United States Geological Survey and the Com-
mission to file confidentially with the Chairman of the Com-
mission our opinion of our percentage share on a single unit
basis and are doing so by separate letter of this date ad-
dressed to Mr. Warwick M. Downing, Chairman of the Commission.

In view of the foregoing, we belleve that the
best way to next attempt to accomplish a field-wide unit is
gs follows: If all of the Operators file with the Chairman
of the Commission their opinions as to their percentage shares
on a single fleld-wlde basis, and the total of such percentage
figures does not greatly exceed 100%, the Chailrman pregent
sald opinions to all Operators at the meeting on August 15,
1955, for further discussion. .

So far as we are concerned, we would be very
glad to have the Commission and the United States Geological
Survey also attend that meeting.

Thig letter is submitted by The Texas
Company for itself and on behalf of Union Paclfic Rail-
road Company .

Yours very truly,

" THE T?XAS COMPQNY
: \fJZ
By la(ll/(, P
vislon Manager

TTF-ML

ce Union Pacific Railroad Company
422 West Sixth Street
Los Angeles, Californla
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WARWICK M. DOWNING
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uﬂ/\f" June 25, CfggERVATICN Cliv.,

£

{ RESIDENCE KEYSTONE + 5534

He Co Tormazdel, Prasilent,

the Californiz Company,

The Celilforuia Company 2133

Hew Orleans 12, loulsiane In ra: dangzely Uniltlzabion

X7 dear dr. Teaslalie

I rpead with oocn lateress your lshisr 2f Hay
27¢h to tne Stasollind OLl = Gas Jo. and obhers, concerning unisi-
zation ab Hangely, I bave alse pexd she writtsn reply o' the
Phiilliss Petrolsum Company, and heve hed talks with Bob ¥illlans
a2 she Phillips, Gouorqe Jenxinsun ol the Stanclind, ¥r. Jazm Bubler
of Sharflog,ind ¥r. lse Jsborne of the Unlon Peoifles, I have alse
caammicated with the U, 5. Geological Surveys I had intended to
fphone you this morning, bul %alked wish Rr. flokett ovar Lhe phene,
Therelors, sids letter. I am syeauing only for mysell and not for
the 011 and Jas Conservation Commisalion.

I thinike $het the cnly way that this oontroversy
nay be settled and the fleld unltised la by & conference by the Sop
affielals of ties operating companies (I mean the oresidents)s Fup=
Sasrmore, I anz sonvinced ihat a sorferonce abt the suemls oual be
€salled by the top gevornmental officlals « Governer Johnsgon of
Colorade and Secretary Nelay of the Intericr Depertzent, and ir
desired by ths oparators, tie perticipation of thess top governmenisl
of fieinls shunuld »e hade I think thig confersnoe should consider
Tirst, one unit for the leld, and stould fully censider the plan
of two or more units AL absolubaly necessary.

I tuink shis meeting siouls e held anortly aftsr
2 new order is wristen by the Comulssion for the Rangely Field. In
facty I think our nearing now get for July l4th will desonstrate so
many uncertaintias and the posslbliity of so augh Litization and
turmell,; that every iigheranking executive present will zo the limit
In bringing sbout o pescelful solutlien through wnitisation,

1 wmould not gverlock the possidility of & gobde
tozether sesaion by the cperators (nod a meeting at the Sumuit) prior
to July l4the Strangaly ensush, apparently there is reluctance o
call tne moebing, bub I ax sstisflad thmb evary operator would wale
come such & meoBing, Lhat las & @geting st which would e dilscuasszed
bebth the one~unit slan and the twoeunis plan, and would undoubtedly
cluar the ataosphere prior to the sumnls mestinz. I wiah you would
gonslder Yery cerelfully the feasglblility of sueh & zesting delns called
vy jouwr coumpanys. I would be very gled lndsed 5o sak cur Coumission
to requeost you %o call saeh & mesblng LI that zould 2e sransy and
azrevable o youe

Ha €o Tonsdel,
Jane 23, 1938
Poge 2

1 am sending & copy of thiz letter to $the members
af sur Comaisalien for $relr Iinformation, bub not to any of the
other aperators,; althoush I sey wiah to do so later,

»

#ith =y 7ery bost wisnes, and gasurin: you of
my spyresigtion o your siforts So wnitize, I am

Sincerely,

FAAZIOK 8o DUSNIND
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June 23, 1955 co g GAS
Conae#VATRIN CUMMISSION

MEMO TO MR, JERSIN:

The procedure on July 1l4th will be for the Commission to
call you as its only witness. You will be expected to state
all the facts concerning the field, and also to reitesrate the
value of conservation, and what may be accomplished thereby,
also the reasons therefor. This should, of course, corroborate
our previous estimate of 85,000,000 bbls. as a result of gas
injection. It might be well to state that we have no thought
of compulsory secondary recovery, but simply wish to utilize
the gas as the source of reservoir energy, and at the same time
permit maximum oil production.

You should also present for consideration by the Commission,
one or more suggestions of a remedy, that 1s, of the type of
order that should be made, and your reasons therefor,

After our testimony, the testimony of the operators will be
taken, and at the conclusion of the same, you will be asked your
comment, and possibly your recommendation as to what should be
done, :

It has been suggested that the best results could be obtained
through an order restricting the flaring of gas or by an order
establishing a gas-o0il ratio, or by an order based on correlative
rights. Keep constantly in mind that provision of the new law,
that the Commission shall give due regard to the fact that gas
produced from oll pools is to be regulated and restricted in a
manner as will protect the reasonable use of its energy for oil
production,

I think you should have your facts and conclusions pretty well
in hand by, say, July 5th or 6th, so that these may be discussed
and further sugpgestions made. Perhaps it would »e well for your
statement to be a prepared typewritten statement which can be pres-—
ented at the meeting on July 1l4th,.

Obviously, this is an extremely hard job. The fir'st essentlal
is to show how necessary it is that we have a conservation order,
and what may ve accomplished, Then, of course, there should be
methods whereby the best results can be obtained.

P.Se. This is stuply preliminary., Iiir, Rocchios will zo over
matters with you more in detall,

= s .70

&





WARWICK M. DOWNING
ATTORNEY AT LAW
824 EQUITABLE BLDG. DENVER 2

¢ xEvsTOmE 4-s271
¢ RES(DENGE KEYSTONE a-8834

PHONE

As B. Thomas, E3q.,
First National Bank Bldg.,
Denver 2, Colorado

My dear Nr, Thomasi=

1 sppreciate very much i, Bretaghneider's
studies eand work in conneotion with trying to solve the Rangely
probleme As I understand 1t now, we are to have a meeting about
September 135-15, at which we will reach & conolusion,

#

" As I remd your letters to Mr, DPillon, the only
substantial difference betwsen kr, Bretschnelder and mysell con-
cerns the permissible flare, whloh he thinks ocught to be 35,000
cu, £f4. por well peyr day, and whieh I think should be 85,000 cu.flt.
per well per day. My thought is that a permissible flare of
25,000 cu, ft. per well per day 1is an inereass of 85,000 on, ft.
per well per day over the pressnt permissidle Ilare, or more likely
an inecreaas of 20,000 cu. £, por well per day, under which the
operators have successfully and peacefully opsrated the field for
considerably over a year, Certainly 28,000 ecu, ft, per well per
day is ample 1f the prosent injection fesllities are used,

%o bave sgreed to put into ths order a proviasion
that the order would be subject to change on applisation of any
operator,; if hardship was brought adbout. It seems te me, therefore,
hetter to start at 25,000 su, ft. por well per day, peruissible
flare of gas, bscause we can g¢ up if it lster becomes necessary,
rather than to start at 35,000 eu., £'%, per well per day, which at
the moment we kmow is entirely too high,

However, it is my thought that 1n this entire
watter we should follow the advice of the U3GS, That agency has
had experience for years over like problems, and is better able
to Judgze what ipr best than ars we, PFurthermors, any order we make,
to be affective, muat be identical with a&n order of the U8G3, PFor
2 great many years it has beon the policy of our Commission to end
up &ll dlgcusslons by unanimity. That means, of sourse, that each
member of the Commission must give sach other member of the Com-

misslon credit for a wellw~considersd opinion, whilch is juet s
1iable %o be right as his own,

Bincerely,
WHD IR
CCt Weasrs,. Van Tuyl, Eames, WAHWICK W, DORNING
Dillen, Jersin and Preeman
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FORM &6% 1-51

W \i “:‘ [ STANOLIND O1L AND GAS COMPANY

1 STANOLIND BUILDING

TuLsA, OKLAHOMA

PRODUCING DEPARTMENT
G. B. JENKINSON

UNITIZATION MANAGER J uly 29, 1955
File: GBJ-31.95

Re: Proposed Rangely Unitization

UNITED STATES GEOLOGICAL SURVEY

OIL AND GAS CONSERVATION COMMISSION
OF COL.ORADO

Dear Sirs:

In accordance with the memorandum issued by the Oil
‘ and Gas Conservation Commission of Colorado and the United
States Geological Survey after a meeting of the operators of the
Rangely field in Denver July 15, 1955, concerning the further
unitization of this field, Stanolind Oil and Gas Company wishes
to make the following proposal:

That a fieldwide unit be formed, using a formula for
participation based on 50% of the production over a period from
January 1, 1954 to July 1, 1955, and 50% original oil in place, cal-
culated by using the previously established minimum factor of

. 1.0 millidarey:

We do not desire to submit a figure indicating what per-
centage of participation we should have on a fieldwide basis with-
‘ out a formula of participation that will equitably distribute the
percentage we obtain among our partners and royalty owners on
all of the separately owned tracts operated by us.

We are against the proposal that the Commission employ
a competent engineering firm to advise them as to the best
methods of bringing about the unitization of the Rangely field,
the expense to be paid by the operators ratably on the basis of
the last six months' production, as we do not think any favorable
results would be obtained by this procedure.

Yours very,truly,

GBJ:mm





COFY OF TELRTYFE MESSAGE
NEW ORLEANS, Ld.

It shovldbe particularly noted that there iz an extrenely wide divergenes of opdnion
these operators, whish ¢oufirms thal the operstors ars not at this tins abla
to approash a xingls fialduwide wiit on » realistic plane,

again rexind you that all major operetors were at ne time in agresment ss to the

3

WMMWMtMM-Mt, that the et pit 1 well o ita
way toverd p and that the most logleal mebhod of iz fisldvide unitize~
t4on i to ecupsutrate on this and the Xast Unit with a view toward sonselida

the two ureas through the use of a esmmolidation fastor which recognizes the differencs
in quality snd stage of depletion of the aress of the Liald.

In view of the above, it sppears to us that there is not even a remcte 1lilslihcod of
the operators reaching any agresment in the proposed August 15 meiting and we, there-
Loxw, you %5 cancel $his meeting, Wa fesl that an order is the most wrgeot
mm%mmmtumnunmuumumwwmmm
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A meeting of the Operators of the Weber sand of the Rangely 0il Field

was held at Room 330, State Office Building, Denver, Colorado, on July 15,

.1955, The meeting was called by the 0il and Gas Conservation Commission of
Golorado, following a letter by the Homorable Felix E, Wormser, Assistant Sec-
retary of the Interior, The meeting was for the purpose of discussing with

- the Operators the best possible method to bring about a unit agreement, or unit
agreements, in the Rangely Field, The U,S.G.S, participated in the meeting.
All of the Operators in the field and a number of others in interest were pres=-
ent.” The meeting was adjourned to meet again on August 15, 1955, at 10 o'clock

- a.m,, 2t a place to be specified, for the purpose of further discussion,

The meeting resulted in the following agreements:

Before August 2, 1955, each Operator favoring a single unit agreed to
submit to the U,S5,G.S, and to the Commission its proposal for a field-wide unit
and how best to accomplish the same; and each Operator in the field, whether or
not favoring a single unit, was invited to file confidentially with the Chaire
man of this Commission i%s opinion as to its percentage share on a single unit
basis, but with the understanding that unless all Operators file such percent-
age figure, the information should remain forever confidential.

That the proposals so made, if considered by the U,S.G.S. and the Come
mission as likely to form the basis for unitization, be distributed among all
.of the Operators and others interested, and that at such meeting on August 15,
1955, all such proposals shall be considered,

Each Operator is requested to file with the Commission fifteen (15)
copies of its proposal so that the same may be speedily distributed.

That each Operator agreed, on or before August 2, 1955, to advise the
Commission if it agrees to the proposal that the Commission employ a competent
engineering firm to advise the Commission as to the best methods of bringing
about unitization of the said field, the expense to be paid by the Operators in
proportion to their average six (6) months' production stated in the Commission’s
Order No, 2-22 (Emergency),

Each Operator agrees to cooperate in good faith to accomplish the uniti-
zatioh of the Weber sand in the Rangely Field, The U,S,G.S. and the Commission
express their appreciation to the Operators in the field for their willingness
to so cooperate,

UNITED STATES GEOLOGICAL SURVEY

THE OIL & GAS CONSERVATION COMMISSION
OF THE STATE OF COLORADO

Denver, Colorado
July 15, 1955
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800 THE CALIFORNIA COMPANY BUILDING
NEw ORLEANS 12, LOUISIANA

H. C. TEASDEL. duly 29, 1955

PRESIDENT

r. arwed o owolng, Salrman
Tolorgdo i1 an! Gag loagervatlo . Coummission
11625 lasl street

‘enver~ L, weolora:do
asr fr. Jowniug:

Mis refors to the seetisg un July 13, at wilex mpresentatives of tha operators
in e langely Fislo zet wib. e voloreds .11 anue Gag longervation Commdsaion
and reprogentatives of te Jo3.0.4. Lo discuss unitizatfion of tae «eber 3and of
the 3angely Fleld, and it further refers to t.e mesorandum ¢f July 15 setting
fort: matters to be acted upon by L'e operators.

As "o e suteission by tue oporators of single, fisldwide unit propossis, I
have discussed this matter at grost length with zy associs'es and aave reached
“ne followine conclusicoa:

1. % appears to me tha“ the mater of iiwming and rela-ionship between the
questions of unitizaiion and the order wiich the Comsission mus® issuc are be-
covdng unnecsssarily interwoven and are therety leading tc gonfusion and delay.
A T sse 1%, 4.9 saremount problam 3t tifa time 13 Lie malter of a proration
arders Iven with comple‘o agreoment amony the operators, witiel right now sesss
remote, it would tuke four to six wonuis at least to consummate a unit, so that
anttizgtion canmon reolace the recessity for an oroer. Correlative riz:ts have
eent aid ate deing serivasly abused, as dur avidence al the July li vearing
Jemongsratedy we are heing drained 8° tne rata of 2,000 w 3,000 harrels par
day, and ‘his is & condiidon ~cai 3imply camnot continue.

Therefore, | respectfully suggest that, first, t.e Commission issue its order
and then, that problem being dlasposed of, let us get together again on unilise~
tion, if you wish, 7o -uat end I would like to urge most strougly that the
August 15 meeting be postponsd until after tie tive such order ias issued;
certainly se will be most reluctant to moeet prior to tien, and i honestly do

not helieve taat tie operntors will be able to approach tie matter of unitisatica
realistically un~il tols matter is resolved.

2. The jest Univ is woll on (a3 way “oWArQ success, ant . feel Liao the major
omers >f lnteras® i tie Zast Unit a-ould cuncenirate upon forming that unit,
uretner, I dee ne Mmason &y a concurrent effort cannot bse made o develop a
songolidasion facsor Dor vne “wo umity, tous amriviag wliirasely ab one unitj

1if 9 s does noh sork dul, tsen we a3t leas: will nave two uorilng unitse I
should poinT aut cerw s.omethlag oot 3id Aot empaasiue at e Jul: 15 se.iag -
<hat our major lsase pucuners (who, incidentally, own & verr subatantial interest
in *he Fleld; in faet, very neerly as much s "11lips' naked ownership and aboun
fwose, L1 Pd8 a3 Zuch as Stanolind's) are adamant in their dellsf that wulilple unlt
plan 138 ¢ e only leasible solu~ion ani, 2s Jtanolini poinvex our, %e wlices of
wers are a major factur, .

3. 10 3as hean cunclusively demong‘rated Lhet Wodpdeoul perceniages cacnot te
allocaed back "o indivisusl rracts wlliout ups iSing equities, and we wnow of
a0 Jormula, othor taan tie ase of 7w abovaeseniioned consolidaiion lactors
recosize ue lfference o qualliy na'*:f*en .»o“"‘ sng ol toe Fleld, wiab
F7an 4 ety 2tanes (U woing accestedl 50 all opera ovs. e
2pErATaY lave 4 wopkadlz proposal elore em o \.1@':‘. =€ Lacend Y
lu=ion and =me Selleve exas~l.?. were cs:'mct in snelr esltlon an the ieeiing -
a” eanaieeratisa af a fleliwia m' Losuen Slie 33 &
dncision %3S rsacec an T

R

Lun regnect L0 boue groposal Y at an ongliseeri.z fimm se recalned at oo operalars’?
uxpense o advise e Tommdasion as to Wre Dest motacas »f brt m:,l""‘ about ani tlza~
sien 38 angels Flel:y, | S0 net feel nah suc . jrocedure swald o justilled,
aitoougs : ~elieve very strongly tha. the Comalssion scould be sade acqualnted
with “ne tasle difficultiea which exist aud tLe podsitls avenues of approaca “0 a

suceessful srogras, & asrincipal reasons fur ny wigaing ‘o support biis pro-
posal ara that (1) [ velisve any engineeri-zg fima, however competen', avuld iave
+o make an sxhaustlve study before L could adeguatsly counmel youj <his would
ot anly e expengive but, waa 13 much wm laporiant, exX'eEely Lime-condwnming,
nug causing undesirable delay, {2) there ia no lack of tectnical laformaction and
adv® ¢ alceady avallabls <0 the Comelasion through personnel of the indiviical
aperators, (3) any plan or sucgestion coming frox a3 independens firm zimd nod
~ive orover weis b to suc: vital sloments as insdividual poliey and econonics.

rfidens “sa w.en yau have reviewsd Loe adovo, ogeser wn L ve salormut.sn
g wa proganted av the July 1% meeting, you will sgree that thaue procedures
#1311 provide ihe zesd osrderly and slflcian® approac: to the probiems nor senfronte
‘ne us all. 1 wis~ to emphasize “oa D oam referring above only Yo ns August 13
uni*iza- ion zeetdng, Lt I an iz full agresmeny ¥ the dearin so eduled for
dugus® 16 anc lutend to agve sur sersoanel presant.

Tourg very Tralss
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sagdel

ea: ire Jo 3o Schwabrow
Gagional il and Gas Suparvisor
Senlogical Jurvey
‘v e Teparimens of toa interisr
Tox Wl
Tagper, syoming
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September 16, 1955 Lo oY ATION CUMMISSION

In re: Rangely Field - Rio Blanco Ceunty, Colorado
Proposed West Unit ol

Nr, H, J. Duncan, Chief
Conservation Division
Us 8. Geological Survey
Washington 25, D, C.

Dear Mr, Duncan:

This letter has for its purpose the clarification of Phillips Petrolewm
Company's position respecting unitisation in the Rangely Field, and particularly
with respsot to the West Rangely Unit. You will recall that Mr, Teasdel of The
California Company, in his letter of May 27, a copy of which was sent to you,
requested sach of the operators in the West Area of the Rangely Fleld to advise
regarding their signing of the West Unit agreements. Mr, Felix Wormser, Assistant
Secretary of the Interior, in his letter of June 27 to the operators, expressed
regret that a fieldwide unit could not be formed and suggested that the operators
make every reasonable effort to ccmmit their interests to the agreement that has
been approved as to formm covering the West Rangely Unit.

A a result of the above two letters there was additional exchangs of
correspondence between opsrators, and the Colorado Counservation Commissicn held
neetings on July 15 and August 15, at which time the operators expressed their
positions respecting unitiszation. Phillips Petroleum Company took the position
that ancther effort should be made to complete a fieldwide unit prier to giving
further consideration to a West Rangely Unit, This seems to us the proper move
in view of the recent Colorado Supreme Court action respecting the Comnission's
power to snforce a gas injection order, In view of that decision it is improbable
that the Commission could properly enforce a pressure maintenance program if the
west half were to be unitised and the east half were to remain under individusl
leass operations, Even if an Tast Unit could be formed at the same time that the
West Unit was formed, the Commission would be in a very precarious positiocn to
enforce balancing the operating programs of the two units in order to provide a
satisfactory pressure maintenance program, For this reason we have refused to
presently consider the West Rangely Unit unless there is the simultanecus for-
mation of an Fast Rangely Unit and a voluntary agreement betwesn the units as
to the manner in which the field as a whole will be operated., It is quite
evident that an agreement between the units to provide a cooperative pressurse

T RN S TR

¥r, H, J. Duncan
In re: Rangely Field - Proposed West Unit
September 16, 1955

Page No, 2

maintenance program for the field is as difficult a problem to overcome as is
the selection of participation fastors for a fieldwide unit,

It is this reasoning that prompts Phillips and mest of the other
operators to again wish to consider formation of a fleldwide unit, It is alse
apparent from the participation factors submitted by some of the cperators as a
result of the Colorado Commissiocn's request prior to the August 15 hearing, that
there 1s a substantial agressent on percentage participations, The California
Company, however, at the August 15 masting, took the position that, in view of
Mr. Wormser's letter of June 27 conseming the West Rangely Unit, thay would not
iomediately consider fisldwide negotiations so long as there was a chance of the
¥.3.3.5. approving the West Rangely Unit. It is therefore apparest that the
only deterrent to further consideration of a fieldwide unit at this time is the
possibility that the U,5,0.3. will spprove The Califernia Company West Rangely
Unit sgroeements, Because of our fim opinion that the only preper way to pro-
ceed with pressure maintenance is on a fisldwide wnit basis, Phillips Petrolewm
Coapany recommends that you disapprove for the present the West Rangely Unit
agreement,

Yery truly yours,

L. E. Fits)
LEFtJTidr -

ec: Mr, J, B, Schwabrow
’ U.5.GaBe
Ps 0. Bax 400
Casper, Wyoming

r. Warwick M, Dowming
Colorado 011 & Gas Conservation Commission
11623 Elati Street
Denver 4, Colorado
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PHILLIPS PETROLEUN GOMPANY
Bartlssville, Cklahows

Beptacber 16, 1958

In res Rangely Pisld - Bio Blance County, Coloredo -
Propossd West Unit #

Mr. H. J. Duncan, Chief
Conserwation Division

U. 8. Galogul Burvey
Weshington 25, D. C.
Dear Hr. Duncant .
This letter bas for its purpose the elarifieation of Fhiliips Petrelmum

Company * tion respesting unitisatien in She Rangely ¥isld, and partisaiar
TITh meapers o the Webt Bangely Uaih, munmﬁm:é.m.fn?

sach of the oparetors in the West Ares of the Fiedd to advise

their of the West Unit agresmants. M, P Wormper, Assistant

of the Interior, in his letter of Junw 27 o OperRiery, KXpre
regret that s fisldwide muit vould ot be Sormed and rs
mks offork to commit their intavests 1o the agreemant that has

As & yomuilt of tha abow
correspondence between o) S,

that another effort should be made to scaplate & fisld-wide t‘ghthgiuu
further considerstion to & West Rangaly Unit. This sesss %o us the proper move
in view of the recent Coloredo Supreme Court ackion respecting theCommission's
power to enforce & gas injection order, In view of thab desisdon 1% ia

that the Coomission could properly snforee & prassurs mintensncs
west half wers to be unitised and the sast half were to wemain under vidual
1sase opersticns. Even i€ an East Unit could be formed ab the staw time Abat the
mmwu:om,mmmmuhaawmmmgumm
enfores balanoing the operating programs of the two inits in order %0 §
patisfactory pressure meintenance prograx. For this Fesson we have refused
presently considar the West Unit wnless there is ths similtanscus forms~
tion of an East Rangely Unit & woluntary agresmectt between the wnits as to
the manner in which the field as s whols will be operated. It is quite svident
that an agresament betwesn the units to provide a cooperstive pressure maistenance

Mr, H. J. Danoan

In re; r 7isld - Propossd West Unit
Septanber 15, 1955
Page Mo, 2

progran for the fisld is au difficult a problse to oversome as is the selscticm
of participstion factors for a fieldwide upis,

It 4» this reasoning that prompts Phdlliips and mest of the sther operstors
to again wish to consider formtien of a umm. It is also apparent from

of Jume 27 concerming the West Rangely .wmmmwm
Lialdwide negotiations so lang as thers was & chanos of the

West. Rangely Unit, Itutheutmamtmtm
considaration of & fisldwids unit at this time is the
ﬁumnmmumummwumwm !-umot
firm oploion that the only proper way to procesd with pressure maintsnanes is oo a
tieldwide unit basis, mmmhtmlmcde-thdmmunr
the present the West Rangsly Unit agreement.

(Signed) L. E. Pitsjarreld

LEFiJTidr

et Mr. J. B, Schwabrow
U.8.G.8.
P, 3. Box 400
Casper, iyoming

Hr, Warwick N, Downing

Colorado 04l and Gas Conservation Commission
114624 Elati Street

Denwey &, Colorads
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OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF COLORADO

July 7, 1955

70 THE QPERATORS OF THE WEBER SAND TN THE RANGELY OTL FIFLD, AND TO ALL OTHERS
INTERESTED:

The 0il and Gas Conservation Commission of the State of Colorado requests
all the operators of the Weber Sand in the Rangely Field to meet with it follow=
ing thé hearing set for 10:00 acme, July 1L, 1955; 330 State Office Building,
Denver, The purpcse is to dizcuus with the operators the best procedural methods
to bring about 2 unit agreemerit or-nit agreemsnts in the Rangely Field, and with
the hope that such unit agreement or agreements covering the field may be speedily

established,
We are confident that all the operstors earnestly desire that such unit
‘ agreement or agreements may be made, and each is firmly of the opinion that through

the instrumentality of a unit agreement or unit agreements, the ultimate recovery
from the field will be greatly increased. There will be the opportunity to use the
best conservation technique now available and beyond doubt, new msthods of Conser-
vation adapted to this field will be discovered and put into practice, so that we
may hope for an ultimate recovery perhaps twice or even larger than would be possie
ble under individual practices

. We feel the operators have given too much thought to immediate advantage
rather than to the long-term future, We feel the time is now ripe that the opera-
tors should reconcile all their differences, It is certain that if such differ-
ences are not reconciled, we may look forward toa long pericd of uncertainty and
litigation, and a very large, unnecessary expense.

The Commission, of course, is entirely neutral in this matter, and has no
plan’or suggestion of its own, It simply wishes the operators to meet and talk it
‘ over, This may be done with the Commission in attendance or independent of the
-+ Commission,

.

Each of you no doubt has had the original letter of The California Company,
and the letters of the Phillips Petroleum Company znd of the Husky Oil Compsnye
We are enclosing herewith copy of a letter from Mr, Wormser, just received, but
which apparently is not going to 211 the operators, It is most pleasing to note
Mr, Wormser's attitude in favor of unitization.

THE OIL AND GAS CONSZRVATION COMMISSION
OF THE STATE OF CCLORADO

ééﬂ(/*z&(r@«ﬁ: Lﬁ'} LQW .

VARUICK M, DOWNING, Chairman ..

By

a

»

UNITED STATES DEPARTMENT OF THE INTERIOR
Office of the Secretary
Washington 25, D. C,

Gentlemens

The Acting Director, Geological Survey, informs me that The California
Company, under date of May 27, has circularized, by registered meil, to the
owners of working interests within the limits of the provcsed West Rangely-
Weber unit area, Rio Blanco County, Colorado, a request to review the objecte
ives of unitization in an attempt %o consunmate an agrceman’ to the end that
maximum efficient recovery may be obtained from the Weber Reservoir.

The history of attempts to unitize this field, either as a single unit
or as a multiple unit, has been very discouraging even though the subject has
been under consideration since 1948. Unitizotion is nothing new in the develop-
ment of the oil and gas fields in the publie~land areas, and the principles  and
methods for making a plan operative, and the overall benefits to be derived,
are well recognized, While T would prefer a field=wide unit, if this cannot
be accomplished, it is hoped ‘that each of you, contrsiling working interests in
the proposed West Rangely-Weber unit, will meke every reascnable effort to come
mit your interests to the agreement tha® has been atorsvad as to form, This
agreement is believed to provide the mechanism for provecting the interests of
all parties and to provide for insreased recovery of & valusble natural re-
source. The substantial advautagzs thet will result from selective production
and gas injection, and from econoirical operation of all of the leases as one,
with possibilities of later application of secondary recovery methods for the
benefit of all, make unitization desirable and essential,

In view of the recent decision of the Colorado Supreme Court on injection
of gas, immediate voluntary unitization is needed to insure conservation of the
reservoir energy and to make available at some future date the gas that would
necessarily be lost into the air if flaring is resumed,

Very truly yours,
Secretary of the Interior

By (Signed) Felix E, Wormser
Assistant Secretary

The California Company
Continental 0il Company

Phillips Petroleum Company

The Sharples 0il Company
Stanolind Oil and Gas Company
Tidewater Associated 0il Company
Husky 0il Company
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. I believe that I speak tor the majority of the
1ators present at the Oonservation bill hearing when
Zsay_ that the bill proposed by the commission was too
drastic to be acceptable to the lezislature at this time. .
we do howswer, recognize the necessity for ‘certain changes
in th: present law which will clarify your position in

€ lature we can uttempt to work out such a measure.
sgnost encouraged by both your attitude snd that of
] rosentntivos of the o1l industry when you indicated
; gness ‘to sit down with each other and attempt to

bly_noxt year a bill upon which there 13
eement,  If this cannot be*done, I
legislature in the long session next
; .noeess.ry action,

R

wish to oxpres: my personal appreciation for
illing ess to come before the committee and inform
!problems and to assure you that I am in
h@tho aims of the commission and cognizant

Vcry truly yours,

D. R. C. BROWN
State Senator

cc to Géveénof Johnson'
W. T. Blackburn,

iateTah N2 LN
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

P. 0. Box 40O
Casper, Wyoming

September 23, 1955

Mr. Warwick M. Downing, Chairman

Colorado 0il and Gas Conservation Commission
82l, Equitable Building

Denver, Colorado

Dear Mr. Downing:

Following extensive hearings in the matter of the in-
vestigation to take measures to prevent waste of oil and gas in
the Rangely field, Colorado, the Commission has issued Cause No. 2,
Order No. 2-2f4 dated September 14, 1955 providing that Order No.
2-23 shall remain in effect for thirty (30) days and that effective
thirty (30) days from the date of the order (September 14, 1955)
the maximum blowing and releasing of gas attributable to any one
well producing from the Weber Heservoir shall not, during any one
month, exceed a daily average of 30,000 cubic feet and the maxi~
mum production of oil from any one well producing from the Weber

Reservoir, during any one month, shall not exceed a daily average
of 275 barrels.

This order has the approval of this office as to the
Federal lands in the Rangely field so long as and to the extent
that the said order is in force and effect as to non-Federal lands
in the Rangely field.

It is recognized that it may be necessary to revise or
amend said order from time to time to meet changed operating con-
ditions.

Very truly yours s

A R. Schwabrow
Regional 0il and Gas Supervisor
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7. I presume that by a "share in production” you mean an
2511 payment. If an oil payment is reserved instead of
&n override, the cash received upon the assignment by
72t would be capttal gain. I should point out, however,
that the Internal Revenue Service is currently taking
the poeition that any o0il payment reserved on wildcat
acresge i3, in fact, an overriding royalty. 1 feel
that the Internal Revenue Service's positioun is warranted
vhere the oil padyment ia resarved nut of a very smwall
precentage of production, but that its position (s not
sarranted ctherwise, E

! srust that I have answered vour q estions

A7t AS I me-tirred oo the phove, 1f I havae anat, |lease
“1trer velapnne ma r cdme i and see me.

Sincerely yours,

FKH/h

g





Memo from Geo. Jenkinson to Mr. Bretschneider (July 25, 1955) """l!l[!!l!lxlmm

In compliance with our conversation in Denver recently, I enclose excerpts from
field rules covering the injection of gas in the Goldsmith Field, Ector County, Texas.

You will note they any well is penalized which produces in excess of 2000 cu. ft.
for each barrel, the credit is given and the penalty eliminated if gas is injected
back into the pay horizon, It is possible this may be of some assistance to you,
although the situation at Rangely is not entirely analggous.

Exceppt from field rules: ledsmith Field, Ector County, Texas.

Rule 5: The field shall be pro-rated on the basis of 50% of the field outlet
to be allocated on the ratio assigned to the individual well, to the sum of the tbtal
acreage assigned to all wells in the fieldjy 50% upon the ratio of the individual well
potentidl to the sum of the total potentials of all wells in the field.

Rule 6: The permitted gas-oil-ratic for the rield shall be 2000 cu. ft. of gas
per barrell of oil produced, Any oil well producing with a gas-oil-ratio in excess
of 2000 cu. ft. of gas per barrel of oil shall, emcept as hereinafter profided, be
allowed to produce only that volume of gas obtained by multiplying its daily oil

. allowable as determined by the applicable rule, by 2000 cu, ft. The gas volume
thus obtained shall be known as the daily gas limit of such well., The daily oil
allowable of suchl well shall be determined Ix and assigned by dividing its daily gas
limit by its producing gas-oil-ratio; provided, however, that if gas is returned to
the oil producing horizon from which it was produced, credit therefor shall be
allowed in computing the daily gas limit of individual wells producing with a
gas-oil~ratio in excess of 2000 cu. ft, per barrel, and the daily gas limit so
computed shall be known as the “adjusted daily gas limit. The adjusted daidy gas
limit shall be obtained by adding to the daily gas limit of such well the amount of gas
that is returned to the reservoir from which it was produced and is designated by
the operator to have been injected to the credit of such well. The oil allowable for
such wells shall kw then be determined by dividing the adjusted daily gas 2imit by
the gas-oll-ratio in accordance with the following formula:

Unpenalized allowable x 2000 £ injected gas
Gas-oil~ratio

Adjusted allowable =

Mr. Jerkinson suggested that on any gas-oil ratio in Rangely, where you might

want to have a net gas-oil~ratio and provide for some kind of a penalty, this works in
reverse and gets the same result, by providing a method by which a premium is awgrded
the operatorseeee
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DENVER |, COLORADO !
Cuvs AVALION GOMMISS

TOM T. FREEMAN

DIVISION MANAGER, PRODUCING DEPARTMENT July 9, 1955

ROCKY MOUNTAIN DIVISION

01l and Gas Conservation Commission
State of Colorado
11624 Elati Street
Denver 4, Colorado

Gentlemen:

‘ The Texas Company and Union Pacific Railroad
Company are ln receipt of your Order No, 2-22 (Emergency)

in Cause No, 2. The order is based upon the fundamental pre-

mise that operators will be permltted to continue to produce

not less than their allowable average dailly productlon of

0il and that operators will continue to utilize all gas

injection facilitles insofar as possible. We are assuming

that if injection facilitles are temporarily out of order,

any flaring necessary to maintain the allowable average

daily production of oil will be classified as an emergency

use under Section 4 of the Findings in Order No, 2-22,

We would like to further comment upon this emer-
gency order, and a brief review of our understanding of what
transpired prior to the l1ssuance of the order appears to us

to be advisable,

At the informal meeting between the Commission and
the Operators which was held on Thursday, May 26, 1955, the
Operators were requested to furnish the Commission the fol-
lowing information:

1., Thelr daily average production of oil dur-
ing the six months period ending with the

month of April, 1955,

Utilizing to the fullest extent practicable
the inJection capacity as of May 26th, the
amount of gas which each operator would
have to flare in order to malntain the
average dally productlon of oil above men-
tioned during the months of June, July

and August, 1955.
0il and Gas Conser-
vation Commission -2~ July 9, 1955

This information, as to the Union Pacific-
Texas, was furnished the Commission in our letter to you
dated May 31, 1955. It is our understanding that all of
the other operators, either verbally or in writing, fur-
nished the Commission similar information and presumably
the "0il Production” and the "Hardship Flare" figures con-
tained iIn your emergency order are those submitted by the
various operators, They are as to Unlon Pacific-Texas.

It was our understanding, obftained from the
discussions which took place at the informal meeting of
May 26th, that the so-~called "Hardship Flare" would be per-
mitted under any emergency order issued by the Commission
for the sole purpose of maintaining during the three months
above mentioned the average daily oill production for the
six months period specified, and that "Hardship Flare® would
not be permitted in order to lncrease such oil production,
Qur understanding appears to be conlirmed by the repeated
use of the word "maintain" in your notice of the meeting
with the Commission which was held on Wednesday, June 8,

1955,

It 1s our opinilon that your emergency order can
be construed so as to permit all operators, except Union
Pacific-Texas, to use their "Hardship Flare" specified in
the order to increase oll production above the oill produc-
tion figures stated in the emergency order. (See the para-
graph in the order immediately following the tabulatlon on
page 2 thereof.)

We believe that all of the other operators will
conduct thelr operations during the period covered by the
emergency order so as to comply with our understanding of
what was intended by the Commlssion as we have explained
above, since we are confident that all of the other Operators
have the same understanding as what was intended.

Nevertheless, we would like to point out that 4if
the other operators, or any of them, should interpret the
emergency order as gilving them the right to use "Hardshilp
Flare" for the purpose of increasing oil production over the
average daily production as specifled in the order and ac-
tually do so, we feel sure you willl agree with us that your
order would create a serious lnequity insofar as Unlon Pacific-
Texas are concerned for the reason that no hardship gas is
allowed Union Pacific-Texas.

011l and Gas Conser-
vation Commission -3~ July 9, 1955

In our letter to you of May 31, 1955, it was
stated that with the present compressors 1in use 1t was ex-
pected that it would be unnecessary to flare gas during
June, July and August, adding "except in emergencies of a
temporary nature". It was not the intent of the letter to
constitute a consent to an order of the Commission that
Texas and Union Pacific be prohibited from flaring any gas
‘under all circumstances, The recent decision in the Supreme
Court of Colorado sets out that "the Commission had the
authority to 1limilt the flaring of gas, but not entirely for-
bid it", While we will cooperate to the fullest in keeping
the matter in status quo, we feel that our position should

.- be clearly stated in view of the fact that the "Hardship
Flare" allowance assigned to Texas and Union Pacific is
Zero.

Yours very truly,

THE TEXAS COMPANY,
Producing Department

l \
WA VT
Tom T, Freeman
Divislon Manager

. TTF-MVT

cc: Union Pacific Railroad Co.
422 West Sixth Street
Los Angeles 14, California





OIL AND GAS CONSERVATION COMMISSION

OF THE STATE OF COLORADO

January 9, 1953

Memo to: Warwick M. Downing
H., C. Bretschneider
Russell H, Volk
Clark F. Barb
John E. Cronin
Ralph Sargent
Wilbur Rocchio

At the suggestion of Mr., Harold Duncan, Chief of the Conservation Division,
U. S. Geological Survey, Washington, the Commission assigned me the task of
attempting to develop a formula for participation by various leases in a single
unit project in the Weber Reservoir of the Rangely Field, Colorado.

Before attempting to carry out this assigngent I considered it advisable
to review with the representatives of each company, the methods used by them in
caleulating thelr respective interests, and to try to determine, if possible,
some common ground whereon a workable formula could be based.

After conferences with representatives of the California Company, Phillips
Petroleum Company, Sharples 0il Corporation, Stanolind 0il and Gas Company, and
the Texas Gompany, I have come to the conclusion that because of the diversity
in thought as to what should constitute participating factors in a& formula, it
is at present impossible to develop any formula which would be acceptable to all
the operators.

Below is a summary of what is considered by each company to be an equite
able basis for determining participating factors:

The California Company

The California Company has made extensive calculations, dividing the
field into the western, central and eastern blocks. For each block, the average
reservoir pressure was determined by planimeter, and cumulative production
determined for each corresponding pressure period. These figures were plotted
on a graph with reservoir pressure as ordinate and cumulative recovery as
abscissa, The actual production and pressure history thereby was compared with
theoretical calculations for recovery from sards with a lower limit of 0,1
millidarcies, and another curve with a lower limit of five millidarcies. From
these graphs the California Company has determined that the western block is
producing from rock with a lower limit of three millidarcies, wheress the central
blook is producing with a lower limit of five millidarcies, and the eastern
block is producing from rock with permeability above five millidarcies.

Using these graphs as a basis for their calculations, they have determined
that they should have at least 57% in any propesed single unit.
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The sbove calculations were also supplemented with a fiveyear forecast
which was made by the Rangely Operators Engineering Committee, This forecast
indicated that with each succeeding year the California Company's percentage
increased until in 1955 the indicated percentpge figure for the California
Company was something on the order of 56%,

Phillips Company

Whereas the California Company set permeability limitations in the three
different areas of the field, the Phillips Petroleum Company does not believe
in permeability limitation, Obviously this is in contradiction with the method
employed by the California Company. The Phillips also holds that present worth
considerations and current rate of production should enter into equity calcue
lations, I have the impression that any method of calculating interests that
would give Phillips a participating factor of 7% plus, would be satisfactory
to them,

Sharples Corporation

The Sharples holds that the 5% permeability limitation set by the Calif-
ornia Company for the central unit is too high a limit; and that rock of lower
permeability should be included in the caleculations for the central block,

They point out that the Sharples lease has already produced the estima-
ted recoverable oil on a five-millidarcy basis, and still produces strongly.
I have the impression that the Sharples would settle for 3% or better in a
single field-wide unit, regardless of the basis of calculations,

Stanolind 0il and Gas Company

Stanolind also disagrees with the California Company's method of pre-
dicting recoverable reserves,

It is their impression that rock with lower permeability should also be
included,

It so happens that the Stanolind is in the position where, regardless of
the method of calculating, their interest does not vary much from a figure be-
tween 1945 and 20.5%.

The Stanolind in their calculations used a lower limit of one millidarcy,
and if a formila is to be developed they favor inclusion in such formula the
figures, oil in place, darcy-feet, and bottom-hole pressure,

The Texas Company

The principal contention between the Texas and the California Company is
the method of arriving at the proper solution, The Texas-U, P, disagree with
the engineers! forecast, firstly, because a penalty was introduced due to loca-
tion of leases in the gas-cap area, and secondly, they contend that the Calif-
ornia Company's forecasts on the Texas properties were too low, as evidenced by
increases in production through shooting and rejuvenation work., Rather than
introduce a penalty figure they feel that some value should be given the gas
cape
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Thus - far the Texas Company calculation have indicated that their share
in any proposed unit should be on the ordef‘-bz 20 to R1%s

sthaiare Atp doMtilistons

Adding up the percentages which each operator thinks he should have ig
a proposéd unit, one gets a total of 106/%. This is too great a difference to
Be resolved without arbitration and yielding on the part of somebody.

My discussions with the various engineers indicate that there is no
common agreemert as to what should constitute a basis for a formula to
determine participating percentages. It would be a fruitless endeavor to set
up factors that I think should be used and make detailed calculations for each
leases The obvious result would be that those factors which are favorable to
certain companies would be acceptable to them, and those who are not favored by
such calculations would obviously reject them.

Personally I feel that the most important factors are:
. 1, Recoverable oil in place.
2, Capacity -- perhaps expressed in terms of millidarcy feet.

3. Bottom-hole pressures -- this factor would indicate the curremt
depletion stage of any lease.

L. There would have to be introduced in special instances, because of
loeation on structure or because of accidental occurrence of fractures, some
additional corrective factors, As far as I am concerned, such factors would be
very difficult to evaluate. Nevertheless, they have influence on current
production and will continue to have.

Therefore, it appears to me that at present it is impossible to develop
a formula that will be acceptable to all parties.

I have a considerable file consisting of data obtained during my inter-
. views with the various company representatives. I shall not attempt now, due to
shortness of time, to tabulate extensively the data secured,

It all still boils down to the fact that there cannot be 2 meeting of minds
at present unless somebody yields. It is my recommendation therefore that since
one unit cannot be formed the next best and most practical solution is the forma-
tion of multiple units:

1. The western unit, as proposed by the California and the Stanclind,

2, The eastern unit, as proposed by the Stanolind. If it is possible
at a later date to combine the central and eastern units, well and good,

This should for the time being eliminate the squabble about equities as
between the western unit, or the more prolific area, and the eastern half of
the field.

Furthermore, after the two units had been in operation for some time, it
might be much easier to realize a single field-wide unit,
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