
B E F O R E T H E 

(©il Clattserttaitatt (ttonmttseiatt 
S A N T A F E , N E W M E X I C O 

I N T H E M A T T E R O F : 

C A S E NO.. 

TRANSCRIPT OF PROCEEDINGS 

September 6, 19i?6 

DEARNLEY-MEIER AND ASSOCIATES 
C O U R T R E P O R T E R S 

6 0 5 S I M M S B U I L D I N G 

T E L E P H O N E 3 - 6 6 9 1 

A L B U Q U E R Q U E . N E W M E X I C O 



2 

BEFORE TBS 
HEW M3XIC0 OIL C0iir.;.RVATIO8 COMMISSION 

SHE)BBS, mV/JSXIGO 
September 6, 1956 

IK THE MATTER QPl 

CAfj'S NO. l l i | 0 : Appl ica t ion of Magnolia Petroleum Company ! 
f o r an ordar grant ing approval o f i t s ; 

proposed Tres Ranchos Uni t Agreement \ 
embracing 1200 aores, nore or lass , i n '. 
Eddy County, New Mexico, I n accordance 
wi th Rule 507 of the Hew Mexico O i l ! 
Conaervatiun Commission Rules and ! 
Regulations, Applicant , In the above-
s ty led cease, seeks an order grant ing ' 
approval of i t s proposed Tres Ranonos '. 
Uni t A-'.ree w i t embracing 1200 acres, more ! 
©r less , of State lends described as: 

Tovmsnip l y South, R«jv;e 23 East * 
'111 Section iO * 
W/2 W/2 Section 11 ; 
W/2 NvV/lj. fee t i o n l l j . " 
U/2 Seotloa 15 ( A l l I n Eddy ; 
County, Hew Mexico) 

32F0R3: 

barren W. gankln, Examiner. 

T R A 11 S £. R I P I OF P S O C a a l i i i i U ^ 

MR, ?i!AMKINi Since we are running so la te today I hope 

we have everybody hers and nobody got l o s t . Let* s proceed. The 

hearing w i l l corae to order. The f i r s t case on the docket today 

is case Ho* 1340| the appl ica t ion o f Magnolia Petroleum Company 

f o r an order granting approval of i t s proposed Tres Ranchos Uni t 

Anre e:aent embracing 1200 acres, no re or leas, i n Eddy County, ' 

New Mexico• 

MR. CHRISTY: Sia Chris ty, of Hervoy, Dow & Hinkle . W« 

have two shor t witnesses, Mr. 3ob Murphy and lAr, Hanj i f in . 
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MR, MASXIHs W i l l you oath stand up and be sworn, pleese? 

(Witnesses are sworn.) 

S t lb . I £ K f H Y 

cal led as a witness on behalf of the appl icant , having been f i r s t 

duly sworn on oath, t e s t i f i e d as f o l l o w s ; 

DlitEC* iiXAMIKATIOK 

BY m. CHBISTYS 

Q, What l a your name, please, s i r , and address? 

A R. S, Murphy, Hoawell, Mew Mexico. 

si lha t i s your occupati -n and wi th whom are you employed? 

A % am d i s t r i c t geologist wi th the Magnolia Petroleum 

Company. 

0, Have you ever t e s t i f i e d before the Comniseion before? 

A Yes, s i r . 

MR, MAMKiHt Any questions on n i s qua l i f i ca t ions? His 

qua l i f l oa t i ona are acceptable. 

a (By Mr, Christy) Mr. Murphy, are you familiar, generally 

speaking, with Township 19 South, Range 23 East, Eddy County, 

New Mexico? A I t>ra, 

Q Have you conducted aeismographio and othar geological 

reports and inves t igat ions concerning that area as pertains to 

t h i s Uni t applicat ion? A Yes, s i r . 

'4 Have you prepared a tsap concerning the Unit appl ica t ion 

area? A '.;e have. 

Q. I s t i l l s the m\p, s i r ? A That i s the sap, 

MR. CHRISTY: I so old l i k e t o o f f e r i n evidence Magnolia 

Petroleum Company*s Exhibi t A, being a map of the Unit area 
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application contoured on the Mississippian Formation. Was this 

map made by you baaed on selsmogrephio information compiled under 

your direct supervision? 

A Ye«9 e i r , i t was. 

Q, fir . Murphy, i n your opinion, would the application better 

u t i l i z e the reservoir energy? 

A I do, 

Q, Would i t promote the maximum recovery and make the 

development more economical and efficient? 

A Yes, air* 

Q. And would i t promote conservation and prevent waste? 

A Yes, air * 

Q, How, i n your application you stated that e teat well was 

to be started. Do you know whether or not that well has been 

started? 

A That well has been started — last week, 

Q, Was i t spudded, and hava a l l the Regulations of thia 

Commission bean complied with, i n connection with the d r i l l i n g ? 

A They have, 

MR, CHRISTY? I would like to offer this i n evidence. 

MR. MANXES: Do you ha->-e any other copies? 

MR. CHRISTY; Yes, s i r . That Is a l l the questions I have, 

Does the Examiner have any que ationa? 

3Y MR. HABKIH. 

0, Yea, First I want to ask, did you indicate this to be 

the Mlsalasippian? lhat depth would that Mississippi an be? 

A That would b© approximately between 3,000 and 3,500, 
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Is th© Uni t Agreement to provide tha t i t be f o r approximately 

10,000 f e e t on the Miss iss ippi an or to another horizon l n paying 

quant i t ies? 

A I believe i t does, 

q W i l l there be someone that w i l l t e s t i f y to that? 

MR, CHRISTY: Yes, s i r , we w i l l put i n evidence the Unit 

Agreement that w i l l provide d r i l l i n g through the Ellenburger 

not to exceed 10,000 or approximately. I believe I can develop 

where i t l a , 

MR, MAKKIH: That i s what I was wondering. 

Q, Would you explr i n why you contoured i t to the Mis s i s s ipp im 

when your proposed operations are f o r the Ellenburger or 10,000? 

A Yes, s i r* The t f iss laaipplan — the top of the Missiasipp .an 

i n tha t area happens to be a very good marker tha t i s f a i r l y easy 

to recognise and we are more sure of our data there than on any 

other hor izon , 

Q, Wel l , I was t r y i n g to re la te i t t o the area which was 

subject to th i s app l i ca t ion ; the 100 acres wi th a shot p ic ture 

and as i t p r e t t y we l l embraces th i a Unit area «- p re t ty we l l 

embraced by the ahot picture showed by the Mississ ippian wnioh 

might l ikewise be r e f l e c t e d In the Sllenburger, 

A Yea. a i r . 

Q I balieva that your p l a t shown here, your Exhib i t Ho. A, 

includes Section 10, I couldn ' t qui te v i sua l i se j u s t what i s 

involved. You ahow 10 and 15, but I couldn ' t see any of the 

other Sections ahown here. 

MR. CHRISTY: I t shows the west half , west ha l f of 
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Section 11, the west half, northwest quarter of Section tha 

north half of IS and a l l of 10, 

MB, MAHKIN: Then, the area outlined In Exhibit A 

embraces the entire Unit? 

A Tea, s i r . 

MR* CHRISTY: The figure 11 is missing, and the figure 

Xl^ e 

MR. MAXKIff: That i s what was confusing me. So you do 

f e e l that the area embraced i n the Unit requested, I s essen t ia l ly 

thnt which i a r e f l e c t e d by the shot picture? 

A Yes, a i r * 

Q, This was p r imar i l y a shot picture? 

A Yes, a i r* 

3Y MR. OURLSY: 

Q. Are a l l o f these State landa or dooa j u s t pa r t of the 

Unit consist o f State lands? 

A w e l l , yes, par t o f the Unit consists of State lands, I 

believe i t is l i s t e d on the p l a t , 

MR* CHRISTY: Be are going to develop, from another 

witness, the ownership connection wi th the Unit ares; however, 

i t i s a l l State land there . 

MR, MAHKIN: Any f u r t h e r questions of tho witness ? As 

to i t s development, there w i l l be another witness as to i t s 

development — wella that w i l l be d r i l l e d other than the proposed 

location? Any other development <sells that might be d r i l l e d ? 

A Tha present Unit Agreement does not provide f o r add i t iona l 

wells u n t i l we see what happens* I t does provide f o r d r i l l i n g o f 
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or*© w a l l , whioh. aa i t has beea t e s t i f i e d t o , has been s t a r t ed . 

MR. MAHKISt Is there any f u r t h e r questions o f the vltnesi? 

I f not , the witness aay be excused, 

(Witness excused.) 

JkiU. Ik A ^ k Z IR 

cal led aa a witness on behalf of the appl icant , having been f i r s t 

duly sworn on oath , t e s t i f i e d as f o l l o w s : 

h i m . CHRISTY; 

Q You have been sworn. W i l l you state your name, address 

and oeoupatlon? 

A S. P* Haraifin, D i s t r i c t I»and Manager, Magnolia Petroleum 

Company, Roswell* 

Q Are you f a m i l i a r w i t h the Un i t Agreement i n question here 

i n the applicat ion? A Yes, s i r , 

Q. I believe the Unit Agreement was drawn under your 

supervision? A That i s r i g h t . 

Q, How long have you been wi th Magnolia, engaged i n u n i t 

agreement d r a f t i n g ? 

A Oh, the l a s t ten or twelve years* 

Q l a t i l l s Uni t Agreement more or less standard wi th those, 

roughly, used i n Haw Mexico? 

A I t i s standardj i t I s ft standard that we use. I t may be 

a l o t shorter form than the Government ones, because they require 

a l o t of land work on ihe i r s tha t I s not required when i t i s 

State land. 

Ci I r e f e r you to the map which Is Magnolia's Exh ib i t A, 
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showing th© land requested I n the Unit Agreement. I w i l l ask 

you who owns the minerals under a l l o f the proposed uni t s i n th ia 

area? A The State of Haw Mexioo, 

Q Who owns the working i n t e r e s t , i f i t is under lease? 

A Comer Company owns 160 aorea, Gulf owns l6o , Union O i l 

Company owns 160, and Magnolia owns the balance. 

Q. So a i l o f i t , as on the E x h i b i t , i s leased from the State 

of Hew Mexioo snd a l l o f the r o y a l t i e s , as common throughout the 

Un i t , a l l owned by the State? A Yea. 

0. Have you diacussed t h i s proposed Uni t Agreement with Comei 

Union and Sul f? 

A They have a l l signed, 

Q, They have a l l agreed? A Yes, s i r . 

Q. Have you discussed the Unit Agreement <*ith o f f i c i a l s of 

the public lands? A Yes, s i r . 

Q, And whet i s t h e i r report? 

A Their at torney, Mr, Gordon, approved the Unit Agreement 

as to f o n t . 

Q, Is t h i a the Unit Agreement here? 

A Thia one, 

MR. CHRISTY: We would l i k e to o f f e r in to evidence 

Magnolia's Exh ib i t Ho, 2, being the Uni t Agreement, signed by the 

working i n t e r e s t and the owners, as t e s t i f i e d to and approved as 

to form by Mr. Cordon, O f f i c i a l o f the Commission of Public Lands, 

beim; the r o y a l t y owner involved. 

MR. MAHKIH: Is there sny objec t ion to i t s being entered? 

MR. CHRISTY: I would l i k e to o f f e r t h i s p a r t i c u l a r one 
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I n evidence because o f the s i t u a t i o n , and I would appreciate i t 

be in - ; a l lowed to be withdrawn slnoe the re i s an E x h i b i t copy here 

The reason I want to show i t i s because the s igna tu re shows. 

MR. MANKIN: I t w o u l d n ' t be necessary to submit 

a d d i t i o n a l copies as we have a copy p r e v i o u s l y r ece ived w i t h the 

a p p l i c a t i o n , and, as such, would be adequate. You may withdraw 

the one wnich you are j u s t showing us ; the approval o f the State 

Lands O f f i c e as t o f o r m . 

Q, (By Mr. C h r i s t y ) Mr. H a m i f i n , I b e l i e v e t ha t there has 

no t ye t been an agreement as to subsequent we l l s a f t e r the f i r s t 

w e l l . 

A No, we wanted to w a i t the outcome of t h i s one. 

Q. Now, the a l lowable p r o d u c t i o n under the U n i t Agreement — 

i s t h a t spread along t h i s r o y a l t y and working i n t e r e s t only? 

A Your o i l i s common. The State has a l l the r o y a l t i e s and 

the working i n t e r e s t i s spread among a l l o f them. 

Q, Accord ing to acreage? So t h a t the r o y a l t y owners and 

working i n t e r e s t owner would rece ive t h e i r f a i r share out of the 

Uni t opera t ions? A Yes, s i r . 

MR. CHRISTY: I b e l i e v e t h a t i s s l l . 

BY MR. GURLEY: 

Q, Mr. Hara i f i n , a l though t h i s has been approved as to f o r m , 

d i d they i n d i c a t e to you tha t upon approva l of the O i l Conserva­

t i o n Commission — by they I mean the State Lands O f f i c e — tha t 

upon the approval by the O i l Conservat ion Commission o f the U n i t ; 

t ha t they would t h e r e f o r e give t h e i r approval? 

A That i s r i g h t . 
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Q, That was indicated to you? 

A Yea, s i r . 

MR. MANKIN: Mr. Hamlf in , does t h i s have a segregation 

clause i n the Uni t Agreement? 

A Segregation clause? 

Q. Segregation clause as required by the Hew Mexico State 

Lands O f f i c e as to acreage wi th in and without the Unit? 

A I don ' t bel ieve i t has. I don ' t bel ieve that i s 

necessary, ia i t ? 

Q. That i s a t r i o t l y something which they would r equ i r e . 

MR. CHRISTY: I believe t h i s ia a f u l l y p a r t i c i p a t i n g 

u n i t . 

MR, MANKIH: Would Magnolia Petroleum Company be a-reeabld 

to furnish the normal requested information and reports every six 

months after the Unit has been approved? 

A Yes. 

MR, MAHKINs Ia there any further questions of the 

witness i n this case? I f not — I don't believe you nave had 

Exhibit A introduced, 

MR. CHRISTY: I wis going to remind you — offer this i n 

evidence, but — 

MR. MANKIN: Is there any objection to entering into 

evidence Exhibit A whioh was the geological picture of the Unit? 

I f there i s no objection, i t w i l l be entered. Is there any 

further questions of the witness? I f not, the witness may be 

excused, 

(Witness is excused.) 
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MR. CHRISTY; That i s a l l f o r the Magnolia Petroleum 

Coraapny. 

MR. MAM I N : I s there any th ing f u r t h e r ? I s there any 

statement to be made i n t h i s case? I f n o t , we w i l l take the 

case under advisement. 
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I , LOUIS R. 0U8VARA, do hereby c e r t i f y that the foregoing 

and ettaehed Transcript o f Proceedings, pages numbered 2 through 

11, acre reported by me i n Stenograph at tho time and place 

aforesaid} that the sane was reduced to typewri t ten t ranscr ip t 

by me and contains a true and correct record of said proceedings 

to the best of my knowledge, s k i l l and a b i l i t y . 

DATED th i s 17th day o f September, 1956, i n the City of 

Albuquerque, County o f B e r n a l i l l o , State of New Mexico. 

TENUIS R. GUEVARA, COURT REPORTER 
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