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BEFORE THE QOIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN TEE MATTEL CF THE HEARING

CALIED BY THE OIL CONSERVATION

OCOMMISSICN CF THE STATE CF NEW

MEXIOC YOR THE PURYCSE OF

CONSIDERING:
CASE NO, 1273
Order No. R-1019-2

IN THE MATTER CONCERNING PURCHASER
PRORATIONING BY MAGNOLIA PETROLEUM
COMPANY IN CERTAIN OIL FOOLS IK LEA,
EDDY, CHAVEE, AND ROOSEVELT COUNTIES,
NEW MEXICO,

ORDER OF TERE COMMISSION

BY THE COMMISSION:

This cause cams on for hearing at ¢ o'clock a.m. on June
28, 1957, and again on October 17, 1957, at Santa Fe, New Mexice,
before the 0il Conservation Coemission of New Mexico, bereinafter
referred to as the "Commission."

k-
N¥O¥, on this 3° day of October, 1857, the Cosmission, a

quorun being proseat, ng considered the evidence adduced at sai
hearings snd being fully advised in the premises,
FIOS:

(1) That due public notice having been given as regquired
by law, the Commissioa bas jurisdiction of this cause snd the
subject matter thereof.

(2) That mzn Petroleum Cenp:ny 1111, for a pori.oc
of time, be unabie o purcimse alii oil auithorised o e proGaiced
from wells from which it purchases in the State of New Mexico.

(3) That Magrelis Petroleum Company should be required to
nake its reductions in purchases of oil proportiomately among all
prorition units from whick it purchases in the State of New Mexico;
provided however, that in order to preclude premature abandonment,
Nagnolia Petrolews Company sbould be reguired to make 100%
from proratiorn units with daily oil production of 10 barrels ox 1

{4) Tohat in order to revent underground waste, hmlu
Potml.uMMdhmqrtredtounlmm from
all wells located in & water flood project authorized by the Com-
mission.

IT I8 THEREFORE ORDERED:

(1) That ¥Magnolia Petroleum Company shall mot, uatil
further order of the Coamission, heroqairodtomehulﬂo!
oil authorized to be piroduced trc- all of the vells from which it
purchases in the State of New Mexico;
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Case No. 1273
Crder No. R-1019-A

PROVIDED HOWEVER, That Magnolia Petroleun Compaay shall
purchase YOUY of the authorized production from wells located in
an approved water flood project;

PROVIDEL FURTHSR That Magnolia Petroleum Company shall
purchase I 31 the 61l produced from any proration unit producing
10 barrels or less dally;

PROVIDED FURTEER, That Magnolia Petroleus Company shall

aot reduce 1ts purc ron any proration unit to saa amount less
than 10 barrels daily, provided the unit is capable of procucing
sSame;

PROVIDED FURTHER, That Magnolia Petroleum Ocmpany shall
make any m« of oil proportionstely among all
aotder proration uaits from which it purchases in the State of Nsw
Mexico.

(2) That this order shall remain iu effect untii further
order of the Commission.

DONE at Banta Ye, New lexico, on the day and year hereim-
above designated.

BTATE OF NEW MEXICG
OIL CONBERVATION COMKISSION

S L rt—00

EDWIN L, MECHEE, Chairman

T p P77

NURRAY E. MORGAN, Momber
i N,
T . . ,p

A, L, PORTER, Jr., Member &k Secretary

iv/




DIL CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE, NEW MEXICO

October 21, 1957

Mr. Jack Vickrey

Magnolia Petroleum Company
P.0. Box 900

Dallas, Texas

Dear Sir:

We enclose a copy of Order F-1019-A issued October 21, 1957,
by the 0il Conservation Commission in Case 1273, which was heard
on Qetober 17th.

Very truly yours,

A. L. Porter, Jr.
Secrstary - Director




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER CONCERNING

PURCHASER PRORATIONING BY

MAGNOLIA PETROLEUM COMPANY CASE NO. 1273
IN CERTAIN OIL POOLS IN LEA,

EDDY, CHAVES AND ROOSEVELT

COUNTIES, NEW MEXICO

REPLY TO MAGNOLIA PETROLEUM COMPANY
TO SHOW CAUSE ORDER

TO THE HONORABLE COMMISSION:

Now comes Magnolla Petroleum Company, respondent
in the above numbered cause and makes the foliowlng reply:
Docket No. 31-57 1ssued by the 0i1 Conservation
Commission sets forth matters to be heard October 17, 1957,
including:
"CASE 1273: In the matter of the hearing called
by the 011 Conservatlon Commission
to permit Magnolia Petroleum Company
to appear and show cause why it should
not be requireda to purchase 100% of
the o0ll authorized to be produced
from the wells from which 1t purchases
in the State of New Mexico."

Furthermore, by letter dated October 1, 1957,
addressed to Mr. D. R. Wall by Commissioner A. L. Porter,
Jr., this respondent was requested to supply the Commission
with the same information that is requested of Gulf 011
Corporation in Case No. 1299, Order No. R-1037-A dated
September 24, 1957.

Respondent, Magnolla Petroleum Cqmpany, has pro-
rated its purchases in the State of New Mexico I1n accordance
with state laws and prior orders of this Commission con-
tained in Emergency Order No. A-91(B) and Order No. R-1019,

Case No. 1273, and does not object to supplying this Honor-
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able Commission with the information requested by Commis-
sioner Porter in said letter dated October 1, 1957, but
respectfully states that the 01l Conservation Commission
of New Mexico has nc statutory authority to order this
respondent to purchase 100, or any amount, of the oil
authorized to be produced from the wells from which
respondent purchases in the State of New Mexico. Re-
spondent further states that such an order, 1f entered,
would contravene the Commerce Clause and the due process

clause of the U. S. Constlitution.

Respectfully submitted,
MAGNOLIA PETROLEUM COMPANY

BI@Q‘LQK’ 4

Its Attorney

-
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NEW MEXICO HEARING S o
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Magnolia Petroleum Company was first required to institute purchaser
proration during the month of June, 1957. Prior to public announcemsnt,
Magnolia notified this Commission of the action to be taken and the reasons
therefor. The Commission, on its own motion, entered Emergency Order A-91(B),
prescribing the manner in which much purchases should be prorated., After a
pablic hearing held on June 28, 1957, the Emergency Order was contimued in
effect until such time as Magnolia resumed 100% purchases,

A brief review of the conditions which existed at the time of the
public hearing held on Jume 28, 1957, and the current market conditions
which have forced Magnolia to contimue purchaser proration follows:

1. On Marck 19, 1957, Socony Mobil Oil Coupaw'§ Trenton, Michigan,
refinery shut down for Ll days because of a labor strike. Magnolia supplies

the total crude requirements of 32,000 barrels daily for this refinery;
however, the Company did not prorate its purchases in any state, but in-
stead added the 1,312,000 barrels of crude oil due to this loss of market
te its inventory. By June 1, 1957, our actual crude oil inventory had
reached 15,869,000 barrels, which is 1} million barrels in excess of
necessary working inventory,

2, On June 9, 1957, Socony Mobil Oil Company'!s East St. Louis,
IMlinois, refinery discontimed operations because of a labor strike.
Of the total crude requirements of 38,000 barrels daily for this refinery,
Magnolia supplies 36,000 barrels daily. Employees started returning to
work at this refinery on October 7, 1957; however, because of the four-mosmth




New Mexieco Hearing

October 17, 1957

Page 2

shutdown, the plant will return to normal operations gradually, Ailso,
during June, 3chio Petroleun Company discontinued the purchase of 7,000
barrels dailv of crude from Magnolia because of labor strikes at their
refineries, After their strikes were settled, this purchase of crude
was not resumed,

3. During June, Magnolia's Beaumont, Texas, refinery reduced runs
by approximataly 20,000 barrels daily below May, 1957, because of an
oversupply of preducts, Runs were reduced further at Beaumont during
July and August, 1957, reaching a low throughput of approximately 35,000
barrels daily below May, 1957.

L. Due to refinery strikes and a docrease in demand for crude ofl
at —efineries normally supplied by Magnolia, our overall demand for crude
each month compared to May, 1957, has decreased as follows:

June below May 40,86l barrels daily 10,51%
July below May 77,990 barrels daily 20,06%
August below May 841,270 barrels daily 21,68%
September below May  7L,666 barrels daily 19.21%
October below May 42,204 barrels daily 10,368

With a surplus crude oil inventory in excess of 1% million barrels
on June 1, 1957 and faced with a decrease in demands as I have just
indicated, Magnolia had no alternmative but to prorate its purchases
squally in all states,

5. During June, July and August, 1957, Magnolia's purchases from
all leases, including Magnolia-owned leases, in New Mexico, Texas,




New Mexico Hearing
October 17, 1957
Page 3

Oklahomsa and Illinois, were based on 85% of actual May, 1957, purchases,

o g

except that in New Mexico we have complied with the Commission's ordars

and have made 100f purchases from proration units with daily oil production
of 10 barrels or leas, Magnolia's crude oil inventory contimued to ine
crease during this period of proration, ard on September 1, 1957, our actual
E | inventory stood at 16,090,000 barrels.

6, Since our September demands were still drastically below nommal,
it was necessary for us to reduce our purchases an additional 10%.
September purchases were based on purchasing 90% of actual August, 1957,
parchases from all leases, including Magnolia~owned leases, in New Mexico,
Texas, Oklahoma, Louisiana and Illinois. This additionmal reduction was
necessary in order that our surplius crude oil stocks would not increass

=

7. During October we had an increase in refinery demands and were
able to make some spot sales of crude oil to other purchasers, This
increase in demand enabled us to restore the 10% cut in purchases which
we made in September. mquMhsmesamm
since May, the 10% restoration emabled us to lift proration in these two
states,

8. erestintedpnrchuesmnleam in New Mexico during October,
1957, wﬂlamage&h&barrels daily coupaféd to actusl purchases of

" 19,752 hbarrels daily during May, 1957 - an increase of 3,705 barrels daily,

. e

or 18,76%. Magnolia's estimated purchases during October, 1957, will be
approximately 9% below normal purchases under the Cosmission's October
allowable oxder,
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New Mexico Hearing
October 17, 1957
Page b

Magnolia Petroleum Company has been a purchaser of crude oil in
New Maxico more thun tuenty years, and has mgde every effort to taie
care of its cuctamers. Our increase in purchases, in spite of proretion
and an oversupply of cruwde, will bear this out., The Company regrets the
necessity of having to prorate its purchases. However, until such time
as our demands for crude oil increase sufficientlyfoembleus to handle
100% of allowables, wo feel that our basis of prorating purchases in all
states is fair and equitable,



EXHIBIT "aAv

HAGNOLIA’PETROLEUH CQIPANY

ACTUAL PUR
FROMVELLS YN Wew MEXICO
JAHUARY ¥0 SEPiENBRR. 1oty

Barrcls

s Dally
Jamary 17,99
Pebruary | 18,753
20,001

April 19,706
May ‘ 19,752
June 17,917
July 19,170
August 20,212
September 20,005

DRW:1lh




22 34,000

Mote: The above reports to the Burean of Mines repre-
sent crude stocks of NWew Mexico origin identifiable as
such, located in the State of New Mexico, in tanks and
pipe line facilities, but do not include Mew Mexico
origin erude in commingled ctocks.,




EXHIBIT "C*

DISPOSTTION OF NEW MEXICO
W‘m—
Total Refined in Magnolia or To
Purchases  Affiliated Co, Refineries Storage
Honth B/ B/D B/
o Janary 17,991 15,318 2,673
o February 18,753 14,596 L,157
20,001 11,546 8,455
April 19,706 19,938 8,768
May 19,752 12,020 7,732
17,917 15,502 2,8
July 19,170 12,562 6,608
August 20,212 13,867 6,345

September - 20,005 17,008 2,997




EXHIBIT "D"

AVERAGE CRUDE RUNS FOR WEEK ENDING THURSDAY
= FADNOLIA DETROLEOM COCANY

= EEAUHONT FEFTRERY
’ Expressad in Barrels Daily
New Mexico
Crude

Date Barrels Processed

1957 Daily —B5
Jaruary 3 187,387 2,5uk
January 10 213,529
January 17 196,015
Jamary 2k 199,555
Jammary 31 189,077
February 7 183,099 8,948
February 1h 208,252
February 21 202,830
February 28 205,251 '
March 7 206,270 3,006
March 1h 200,020
Karch 28 198,265
April L 152,297 5,210
April 11 170,692
April 18 166,327
April 25 215,613
May 2 228,101 5,633
May 9 200,807
May 16 - 2k, k67
Hey 23 217,883
May 30 210,108
Juns 6 215,076 2,302
June 20 191,90k
June 27 . 172,592
July ig,ﬁl;i 1,926
July 11
July 18 175,961
July 25 175,786
August 1 179,117 - 2,18
August 8 665
Asgust 15 162,866
August 22 168,185
August 29 173,09
September s 167,3& 2’1‘39
September 19 183,08l
Septamber 26 185,332
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: BEFORE THE OIL COMSERVATION COMMISSION
; OF TERE BTATZ OF NEW MEXICO

it
i
i

IR TEE BATTER CCHCERNING

. PURCEASER PRORATIONING BY
}nmu PETROLEUM CONPANY,
;IR LEA, EDDY, CHAVES AND

: ROOSEVELT COUNTIRS, NEW
fmzco COMMENCING JUME 12,

11987,

! EMERGERCY

: ORDER A-81 (B)

z WOV, on this_/3°day of June, 1957, the Commission, &
quorum being presen ving considered the necessity for an
‘: Emergency Order and hong fully advised on the premises;

I

FIRDS:;

(1) That commencing June 12, 1957, Maguolia Petroleum
Oo-pny will, for a period of time, be mbh to purchase all oil
’uuthorizod to be produced from the wells from which it purchases
'in the State of New Nexico.

i (2) That an emergency exists which requires the promulgation

i 0f an order without notice and hesring to presoribe the mamner in
which Magnolia Petroloum Company shall prorate its purchases of oil
in the State of Mew lNexico during the period of purchaser prorutum-o

i Ang commencing Juns 12, 1857.

(3) That Nagnolia Petroleum Company should bde required to
make its reductions in purchases of oil proporticss?!siy amvag aii
proration units from which it purchases, provided, however, that
in order to preclude premature abandomment, Magnolis Petroleum
Company should be required to msake 100 percent purchases from

nraratdan vl FTAE ARALF SaAi paivdwciion vl 10 DAYTOLS Or less.

{4) That a Commimsio:n bearing should be held on June 28,
19587, to permit all interesteu persons to appear and show cause
why the provisions of this order sbould not be continued in effect.

IT I8 TEEEEFCRE ORDERED:

1. That in the svent Magmolia Petroleum Company sball
find it nscessary to reduce its purchases of oil in the State of
New Mexico below the amousnt legally anthorized to be produced fyom
the wells from which it purchases, thea Magnolia Petroleum Company
shall make the reduction in pnreh.u of oil proportionately among g
all of said wells. ‘

PROVIDED NDWEVER, That Magnolia Petroleum Company shall -t'
miﬁm&mﬁ'&wpmnnothmnmlmtm
10 barrols daily, provided the unit is capables of producing sane.

PROYIDED YURTEER, That Magnolia Petroleum Compaay shall
purchase 100 percent o1 the oil produced from any proration unit
producing 10 barrels or less daily.
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3. mtammwmumdama, 1087,
hnmtultmm’om-ﬁownuMmm
the previsions of this order should not he contimmed in effect.

aanstmnh.mauuu,umuymmmu-

ahove designated.

STATE OF MRV LEXICO
OIL CONBERVATION COMMISSION

X o

EBYIN L. MECHENM, Chairman

P Rt

A. L. FORTER, Jr./, Member & Secretary



; @ BEFORE THE OIL CONSERVATION COMMISSION
i OF THE STATE OF NEW MEXICO

} | IN THE MATTEIR CONCERNING
| ! PURCHASER PRORA TIONING BY

; MAUNOLIA PETROLEUM COMPANY
IN CERTAIN OIL POOLS IN LEA,
EDDY, CHAVES AND ROOSEVELT
GOUNTIES, NEW MEXICO.

CASE NO, 1273
Order No. R-1919

ORDER "7~ THE COMMISSEION

© BY THE COMMISSION:

This cause came on for hsaring at 9:00 o'clock a. m. on June
28, 1957, at Samta Fe, New Maxico, before the Oii Consrervation Com-
miasion of New Mexico, hersinafter referred to as the "Commiesion’.

NOV¥, on this the Agsi‘ day of June, 1957, the Commis-
sion, a gucrum being presemt, kaving considared ths evideace adduced
at said hearing and being fully advised in the premises, !

FINDS: |

1. That dus seticae af the timie and place of hearing baving
been given as required by law, the Commissing bas jurisdiction of this |
case axd the subject matter thereof. i

t | ' 2. Tat commaencing Jung 13, 1957, Msguolia Petroleum Com.
pany will, for & period of time, be unmable te purchase all oil anthorised to
be produced from the wells from which it purchases in the State of New
Mexico.

3. That en Juns 13, 1957, the Commission entered Emergency j
Order No. A -31 {B) preseribing tha manasr in which Maghelia Petroleum |
Company should preratsits purchases of il in the Stata of New Memico
during the existence of said emergency ovder. ;

P c e

4. That Magnelia Petreleum Cempany shouid be required to g
make its reductions in purchases of oll propertionstely ameng all prozatien |
“‘ wnits {rem= which it purehosen, provided, howaver, thai in ordez te preclude |

prematuve shandemmment, Magnoila Petroleum Company sheuld be required |
to make 100 peresut purchases from proration units with dally oil produc-
tion of 10 barvels or less.

{ IT I8 TURAEFOAE ORDERED: |

1) That in the svent Magnelis Petroleum: Company finds it 5

_ necessary to veduce its purchases of ol in the State of Mew MMaxico below

; o the amount lagally authovized 1o be prodused fram the wells frem wkich it |

— purchases during the offcetive poried of this onder, hen Magmslia Petre-

loum Cempany mnuhmmmupma-um
ameng all of said wells.




T y——

-2
Case Ne. 1273 :
Order No. R-1019

PROVIDED NOWEVER, That Maguelia Petroleum Cempany :
shall net reduce its purchases from any proration umit te an emount iess than
18 barrele duily, provided the wnit is capabis of preducing same. :

PROVIDED FURTNER, That Magmelia Petrocleum Company ‘:
shall purchase 100 percent of the oil produced frem any prevation unit ;
predu.iag 10 barvels or less daily.

(@) The previsicacs of thie oxrder are effective o Juns 28, 1337,
and will remaln in offeet unii]l such time as Magnslia Petroleum Company
resumes 100 parecent purchases of all oll legally produced frem its lease
connections in the Stese of New Mexice. ;

DONE at Santa Fo, Mew Mexice, on the day and your hareinabove
designated. z

STATE OF NEW MEXICO
OlL COISERYATION COMMISSION i

¢ Z ol

EDWEY L. MECHEM, Chairman

A g

MURBAY . MORGAN, Momdbaer

(P et

A. L. PORTER, JIr., ber & Secretary |
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MMNLEY MEIER AND ASSOCIATES

IWNCORPORATED

605 SIMMS RUILDING
ALBUQUERQUE, NEW MEXICO
Telophons 3569

Jul: 1

Bobby Postlewalte

011 Conservation Commission
P. 0. Pox 371

Santa Pe, New Mexico

Dear Bobby:

I failed to get from Jack
which he read a2t the hearing last Friday,

106 30KUM BUILDING
SANTA FE, NEW MEXICO
Telaphone 2-1859

LR

Cooley the documents from
one was a ietter

and the other was I believe an emergency order.

Would you be so kind as toc send them to me immediately.

wf)/

| h W

,, A
AR T A A
A o MR
et M Ly

djmli' rzf)

AD:sm

CONVENTIONS ® COURT PROCEEDINGS

DEPOSITIONS o

Very truly yours,

Ada

HEARINGS ® STATEMENTS
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A SOCONY MOBIL COMPANY ; 5 i 7
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:ﬁunl OlL PURCHASBES AND SALES DALLAS 21, TEXAS ["1}‘#;}%
D. R. WALL, JR. June 13, 1957 )), ﬂ ’

J. €. MCHALZ
ABSISTANT MANACER

Hon. A. L, Porter

New Mexico 0il Conservation Cormission
P. U, Box 871

Santa Fe, New Mexico

Dear Mr, Porter:

Confirming our telephone conversation of June 12, 1957,
it will be necessary for Magnolia Petroleum Company
to reduce its purchase of crude oil in the State of
New Mexico during the month of June, 1957 and there-
after, until further notice, by fifteen per cent (15%).

As T explained to you, this reduction is necessary be-
cause of cur excessive inventory and the recent refinery
strikes and refinery cutbacks,

We are enclosing a copy of the notice to all producers
from whom we purchase, advising them of this reduction,

We are sorry that this action is necessary, and hope
that the strikes will be settled before long so that
we will be able to return to a normal purchasing sche-
dule,

Very truly yours,

Y

TRW:1h
encl,

ke A 1 A WY AR

- s —————.
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0. R. wALL, Jn.

J. E. MCHALE
ASISTANT wANAGER

A SOCONY MOBIL COMPANY
+. O BOX 900

CRUDK O PURCHASES AND SALES DALLAS 2i. TExAS

June 12, 1957

TO PRODUCERS IN
TEXAS, OKLAH(MA, NEW MEXTCO AND TLLINOIS:

Due to recent refinery cutbacks and 8trikes which
shut down refineries normally supplied by Magnolia
Petroieum Compeny, it is necessary for Msgnolia to
reduce its purchase of crude oil by fifteen per cent
(15%) from a1l leases, including Magnolia-owned leases,
in Texas, Oklahoma, New Mexico and Hlinois. This re-
duction is effective during June, 1957, and thereafter
untdl further notice, and will be based on purchasing
eighty-five per cent (85%) of actual May, 1957 purchases,

The Company greatly regrets having to take this
action and hopes for ap early return to its normal pur-
chasing schedule,

MAGNOLIA PETROLEUM COMPANY

& 9
Manager, Crude
Purchasés and Sales

DRW:1h




OIL CONSERVATION COMMISSION
P. 0. BOX 871
SANTA FE, NEW MEXICO

October 1, 1957

Mr. D. R. Mall
mmmm
P.O. mm

Dallas 21, Texas

Dear Sir:

We are enoclosing a €opy of our docket for the October 17th
Cosmission

_ » FPlease note that Case 1273 has to
do with the Magnolia purchaser nrorationing.

womcudaoin‘noopyof coniuionOrdarR-JOB?-Aeon-
eeraing Gulf prorationing and are requesting that Magnolia supply
us with the same information that ia requestisd or oo12 ;- This
order. .

Yours very truly,
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No. 31-37

DOCKET: RFEGULAR HEARING OCTORER 17, 1957

0il Conservation Commission 9 a.m., Mabry Hall, State Capitol, Santa Fe, NM

ALLOWABLE:

CASE 1273:

d : CASE 1323:

CASE 1299;

CASE 1324:

CASE 1325:

(1) Consideration of the oil allowable for November, 1957.

(2) Consideration of the allowable production of gas for
Novemher, 1957, from the six prorated pools in Lea County,
New Mexico; also consideration of the allowable production
of gas from the six prorated pools in San Juan and Rio
Arriba Counties, New Mexico, for November, 1957.

NEW CASES

In the matter of the hearing called by the 0il Conservation ]
Commission to permit Magnolia Petroleum Company to appear and
show cause why it should not be required to purchac= 100% of

the 0il suthorized to be produced from the wells from which it
purchases in the State of New Mexico. —_
In the matter of the hearing ordered by Paragraph (2) of Order
R-1037-A to permit Gulf 0il Corporation to appear and show cause
why it should not be required to purchase 100% of the oil
authorized to be produced from the wells from which it purchases
in the State of New Mexico.

Application of the Cil Conservation Commission upon its own
motion for an order revising Rule 803 of the Commission Rules
and Regulations. Applicant, in tze above-styled cause, seeks
an order revising Rule 803 of the Commission Rules and Regula-
tions concerning the authorization of liquid hydrocarbon
production from gas wells and to eliminate the necessity of
individually listing each of said wells on the oil proration
schedule.

Application of Graridge Corporation for an order authorizing
capacity production for its pilot water flood project in the
Caprock~Queen Pool, Lea County, New Mexicoc. Applicant, in the
above-styled cause, seeks an order authorizing capacity pro-
duction of all its wells in its pilot water flood project
authorized by Order R-972 in Section 31, Township 12 South,
Range 32 East, Caprock-Queen Pool, Lea County, New Mexico.

Application of Amerada Petroleum Corporation for an order
amending Order R-991 insofar as said order pertains to the
Bagley-~-Upper Pennsylvanian Gas Pool in Lea County, New Mexico,
to extend the horizontal limits of said pool, and to provide
for standard drilling units of 320 acres. Applicant. in the
abnve-styled cause, seeks an order extending the Bagley-Upper
Pennsylvanian Gas Pool to include the W/2 SW/4 of Section 2;
N/2, SE/4 and N/2 SW/4 of Section 3; N/2 and N/2 SE/4 of Section
4, all in Township 12 South, Range 33 East: the S/2 and S/2 N/2
of Section 33; S/2 and S/2 N,’2 of Section 34, all in Township
11 South, Range 33 East, Lea County, New Mexico. Applicant
further requests the establishment of 320-~acre spacing and
arilling units in the Bagley-Upper Pennsylvanian Gas Pool and
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No. 31-57

CASE 1326:

CASE 1327;

CASE 1328:

such other rules and regulations as the (Commission may deem
necessary for the purposes herein stated.

Application of Southern California Production Corporation for
an order promulgating special pool rules for the [eas Pool in
the Potash-0il Area in I.ea County, New Mexico. Applicant, in
the above-styled cause. seeks an order promulgating special

pool rules for the Teas Pool in the Potash-0il Area in Lea
County, New Mexico, to provide a casing program for wells
drilled in said pool in lieu of the Shallow-zone Casing Require-
ments set forth in Order R-111-A.

Application of Texas Pacific (Coal and Cil Company for an order
immediately terminating gazs prorationing in the Jalmat Gas Pool;
or in the alternative, revising the Special Pool Rules for the
Jalmat Gas Pool in Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order immediately terminating gas
prorationing in the Jalmat Gas Pool, or in the alternative, an
order immediately cancelling all accumulated underproduction
and redistributing such underproduction o overproduced wells

in the Jalmat Gas Pool, and requiring gas purchasers to nominate
a sufficient amount of gas from the pool to permit wells from
which purchasers are able to take gas to have an allowable equal
to their actual production, and upon this basis to thereafter
balance the pool production at the end of each proration period,
and establishing deliverability of gas wells as a factor in the
proration formula for the pool, and establishing a maximum
amount of gas which may be *taken from any well in the pool
during a specified period of time. Applicant further requests
the Commission to issue such furtiher ovder or crders as will
bring the pool immediately into balance arnd maiutain such
balance without waste and without abuse of{ applicauvi’s or others'
correlative rights,

Southeastern New Mexico nomenclature case calling for an order
for the abolishment, deletion apnd extension of existing pools
in Lea, Chaves, and Eddy Counties, New Mexico.

(a) Abolish the Premier Pool described as:

TOWNSHIP 17 SOUTH, RANGE 30 EAST

Section 22: S/2

Section 23: S/2 & SW/4 NW/4

Section 24: S/2

All of Secticns 25, 26. 27, 28, 33, 34, 35 & 36

TOWNSHIP 17 SOUTH, RANGE 31 EAST
Section 19:  §/2

Section 20: 872

All of Seciiouns 29 & 30

Section 31: N/2
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(b)

{c)

(d)

(e)

€9

(g)

(h)

Delete portions of the Square Lake Pool described as:
TOWNSHIP 17 SOUTH, RANGE 31 EAST

Section 3: NW/4
Section 4: N/2
Section 5; N/2
Section 6: N/2

Extend the Grayburg-Jackson Pool to include:
TOWNSHIP 17 SOUTH, RANGE 30 EAST

Section 22: S/4
Section 23: s/2
Section 24- s8/2

All of Sections 25, 26, 27, 28, 33, 34, 35 & 36
TOWNSHIP 17 SOUTH, RANGE 31 EAST

Section 3: NW/4
Section 4: N/2
Section 5: N/2
Section 6: N/2
Section 13; S/2
Section 20: $/2

All of Sections 29 & 30
Section 31: N/2

Extend the East Anderson Ranch-Pennsylvanian Pool to
include:

TOWNSHIP 16 SOUTH, RANGE 33 EAST
Section 3: lots 1 s
Section 4: E/2 SE/4

Extend the Artesia Pool to include:

TOWNSHIP 18 SOUTH, RANGE 27 EAST
Section 26: NW/4

Extend the Atoka-Grayburg Pool to include:

TOWNSHIP 18 SOUTH, RANGE 26 EAST
.Section 12; 872

TOWNSHIP 18 SOUTH, RANGE 27 EAST
Section 7: SW/42

Extend the Blinebry Gas Pool to include:

TOWNSHIP 22 SOUTH, RANGE 37 EAST
Section 16: SE/4

Extend the Caprock-Queen Pool to include:

TOWNSHIP 13 SOUTH, RANGE 32 EAST
Section 30: SE/4
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TOWNSHIP 14 SOUTH, RANGE 31 EAST

Section

(i) Extend the Caudill-Wolfcamp Pool to include:

TOWNSHIP 15 SQUTH. RANGE 36 EAST

Section O-

Section 16.

SE/4
E/2

(J) Extend the Cave Pool to include:

TOWNSHIP 16 SOUTH, RANGE 29 EAST

Section 31
Section 33:

b/2 S/2
S/2 & NE/4

TOWNSHIP 17 SOUTH, RANQ§ 28 EAST

Section 1.

NE/4

TOWNSHIP 17 SOUTH. RANGE 29 EAST

Section &-

N/2Z

(k) Extend the Dayton-San Andres Pool to include:

TOWNSHIP 18 SOUTH. RANGE 26 EAST

Section 27- bE/4 SE/4
Section 34; E/2 NE/4
Section 35 NwW/4

~
[
~v

TOWNSHIP 12

Extend the Four Lakes-Pennsylvanian Pool to include:

SOUTH, RANGE 34 EAST

Section 2:
(m) Extend the Gladiola

TOWNSHIP 12

NW/4
Pool to include:

SOUTH, RANGE 37 EAST

Sectlon 15
(n) Extend the Gladiola

TOWNSHIP 12

NE/4
Wolfcamp Pool to include:

SOUTH, RANGE 37 EAST

Section 27

E/2

(0) Extend the Grayburg-Keely Pool to include:

TOWNSHIP 17 SOUTH, RANGE 29 EAST

Section I4:

S/2 oW/ &

{P) Extend the King-Devonian Pool to include:

TOWNSHIP 13 SOUTH, RANGE 37 EAST
Section
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CASE 1329:

(q) Extend the North Mason-Delaware Pool io include:

TOWNSHIP 26 SOUTH, RANGE 32 EAST
Section IB: /2

(r) Extend the Square Lake Pool to include:

TCWNSHIP 16 SOUTH, RANGE 30 EAST
on : RE/4

(8) Extend the Teague-Grayburg Pool to include:

TOWNSHIP 23 SOUTH, RANGE 37 EAST
Section 21 sW/4

(t) Extend the Young Pool to include:

TOWNSH1P 18 SOUTH, RANGE 32 EAST
Section 20: S/4 S/2

Northwestern New Mexico nomenclature case calling for an order
creating 2 new pool and extending the vertical and horizontal

limits of existing poels in San Juan and Ric Arriba Counties,

New Mexice.

(a) Create a new o0il poel for Gallup production, designated
as the Horseshoe~Gallup 0il Pool, and describec as:

TOWNSHIP 30 NORTH, RANGE 16 WEST
A0Nn 3 7 /e
Section 4: E/2 and SE/4 NW/4
Section 9: W/2 NE/4, NE/4 NE/4, E/2 SW/4
and NW/4 SE/4

(b) Extend the vertical limits of the Otero-Graneros Pocl to
include the Dakota formation and change the name of said pool
accerdingly to the Otero Graneros-Dakota Pool.

(c) Extend the horizontal limits of the Otero Grazneros-Dakota
Poel te include:

TOWNSHIP 25 NORTH, RANGE S5 WEST
Section 28:  8W/4
Section 27: 8/2

(d) Extend the Aztec-Pictured Cliffs Pool to include:
TOWNSHIP 28 NORTH, RANGE 9 WEST

KIT of Sectlons ¥ ¥ 27

(e) Extend the Tapacite-Pictured Cliffs Pool to include:
TOWNSHIP 25 NORTH, RANGE 3 WEST

Section 1U0:
Section 11: w/2
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TOWNSHIP 26 NORTH, RANGE 3 WEST

Section 28: E7§
TOWNSHIP 27 NORTH, RANGE 5 WEST
Secticn 26:; S/ 4

= (£) Extend the South Blanco-Pictured Cliffs Peol to include:
| TOWNSHIP 24 NORTH, RANGE 2 WEST

Section 20: ATl
Section 21: s/2
TOYWNSHIP 25 NORTH, RANGE 3 WEST
XIT of Sections Zé & 29
- , Section 32: N/2
R Section 33: N/2

TOWNSHIP 25 NORTH, RANGE 5 WEST
Section 34 “N/2

TOWNSHIP 28 NORTII, RANGE 9 WEST
Bection 26 Al
Section 34: N/2

(g) Extend the Otero—-Chacra Pool to include:

TOWNSHIP 25 NORTH, RANGE 5 WEST
Section IB: AIT
Section 34: N/2

(h) Extend the Bisti-Lower Gallup 0il Pgol to include:

TOWNSHIP 25 NORTH, RANGE 11 WEST

SectIon 24: ) 7L}
TOWNSHIP 26 NORTH, RANGE 13 WEST
Section 20: SE/4

(i) Extend the Verde-Lower Gallup 0Oil Pool to include: ' )

/ TOWNSHIP 31 NORTH, RANGE 15 WEST
J 8 Section 31: NE/4

CASE 1330: Application of Northwest Production Corperatioen for an order
f for the extension of the South Blanco-Pictured Cliffs Pool
in Rio Arriba County, New Mexico. Applicant, in the above-
stvled cause, seeks an order extending the Seuth Blanco-
Pictured Cliffs Pool to include the following area:

" w.,;,‘l\ﬁp Lo

TOWNSHIP 25 NORTH, RANGE 4 WEST
XTI of Sections 5 & 6

: Section 7: E/2

= All of Section 8
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TOWNSHIP 26 NORTH, RANGE 4 WEST
of Sections s ,

CONTINUED CASE

Application of John H. Trigg for an order authorizing a pilot
program for the injection of gas into the Caprock-Queen Pool,
Chaves County, New Mexico, for purposes of pressure maintenance,
and further, authorizing the transfer of aliowables for the
injection well to other wells on the same basic lease, and
further, to exempt certain of his welld from gas-oil ratio
penalties. Applicant, in the above-styled cause, seeks an order
authorizing the injection of gas into the Caprock~-Queen Pool
through his Federal Trigg No. 10-9 Well located in the NW/4
SE/4 of Section 9, Township 14 South, Range 31 East, Chaves
County, New Mexico. Applicant further requests that the allow-
ables assigned to the injection well be transferred to another
well or wells on the same basic lease, and further, that during
the period of the pilot program all wells in Section 9, which
are on the same lease as the injection well, be exempt from
gas-o0il ratio penalties.
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Magnolia Petrcleum Company was first required to institute purchaser
proration during the month of June, 1957. Prior to public announcement,
Magnolia notified this Commission of the action to be tuken and the reatons
therefor. The Commission, on its own motion, enteared Emergency Order A-91(B),
d - : ‘ prescribing the manner in which such purchases should be prorated. After a
public hearing held on June 28, 1957, the Emergency Order was contimued in
effect until such time as Magnolia resumed 1007 purchases,

A brief review of the corditions which existed at the time of the
public hearing held on Jume 26, 1957, and the current market conditions
which have forced Magnolia to contimme purchaser proration follows:

L A £ BEDT A% ek N < SARES e Ak e e ne S m e

1. On March 19, 1957, Socony Mobil Oil Company's Treuton, Michigan,
refinery shmt down for Ll days because of a labor strike. Magnolia supplies
the total crude requirements of 32,000 barrels daily for this refinery;
however, the Company did not prorate its purchases in any state, but in-
stead added the 1,312,000 barrels of crude oil due to this loss of market
to its inventory. By June 1, 1957, our actual crude oil inventory had
reached 15,869,000 barrels, which is 1} million barrels in excess of
necessary working inventory.

2. On June 9, 1957, Socomy Mobil 011 Company's East St. Louis,
Illinois, refinery discontimmed operations because of a labor strike.

Of the total crude requirements of 38,000 barrels daily for this refinery,
Magnolie supplies 36,000 barrsls dally. Employees started roturnisg o
work at this refinery on October 7, 1957; however, becsuse of the four-month
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shutdown, the plant will return to normal operations gradually., Also,
during June, Sohio Petroleum Company discontirmed the purchase of 7,000
barrels dailv of crude from Magnolia because of labor strikes at their
refineries, After their strikes were settled, this purchase of crude
was not resumed,

3. During June, Magnolia's Beaumont, Texas, refinery reduced runs
by approximately 20,000 barrels daeily below May, 1957, because of an
oversupnly of products, Runs were reduced further at Beaumont during
July and August, 1957, reaching a low throughput of approximately 35,000
barrels daily below May, 1957.

4. Due to refinery strikes and a decrease in demand for crude oil
at refineries normally supplied by Magnolia, our overall demand for crude
each month compared to May, 1957, has decreased as follows:
410,864 barrels daily 10,51%
77,990 barrels daily 20,06%
84,270 barrels daily 21,68%

June below May
July below May
August below May
Septamber below May 74,666 barrels daily 19.21%
October below May 42,20k barrels daily 10,36%

With a surplus crude oil inventory in excess of 1% million barrels
on June 1, 1957 and faced with a decrease in demands as I have just
indicated, Magnolia had no alternative but to prorate its purchases
equally in all states,

5. During June, July and August, 1957, Magnolia's purchases from
all leases, including Magnolia-owned leases, in New Mexico, Texas,
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Oklahoma and Illinois, were based on 85%. of actual May, 1957, purchases,
except that in New Mexico we have camplied with the Commission's orders

and have made 100f purchases from proration units with daily oil production
of 10 dbarrels or less, Magnolia's crude oil inventory contimied to in-
crease during this period of proration, and on September 1, 1957, our actual
inventory stood at 16,090,000 barrels.

6. Siace our September demands were still drastically below normal,
it was necessary for us to reduce our purchases an additional 10%, ’
September purchases were based or perechasing 90% of actual August, 1957,
purchases from all leases, including Magnolia-ownad leases, in New Mexico,
Texas, Oklahoma, Louisiana and Illinois, This additional reduction was
necessary in order that our surplus crude oil stocks would not increase
during September, |

7. During October we had an increase in refinery demands and were
able to make some spot sales of cxude oil tc other purchasers. This
increase in demand enshled us i; resioie the 103 cut in purchases which
we made in September. Due to decreased allowables in Texas and Louisiana
since May, the 10% restoration enabled us to lift proration in these two
states,

8. Our estimated purchasss from lsases in New Mexico dwring October,
1957, will average 23,457 barrels daily coupai-ed to actual purchases of
19,752 barrels daily during May, 1957 - an increase of 3,705 barrals daily,
or 18,76%. Magnolia'e estimated purchases during October, 1957, will be
approximately 9% below normal purchases under the ca-iasion's October
allowable order, |
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Magnolia Petroleum Company has beon. a purchaser of crude oil in
New Mexico more than twenty years, and has made every effort to take
care of its customers. Our increase in purchases, in spite of proration
and an cversupply of crude, will bear this out, The Company regrets the
necessity of having to prorate its purchases, However, until such time

as our demands for crude ofl increase surﬁdent].y to enadble us to handle
100% of allowables, we feel that our basis

states is fair and equitable,

ofproratingpurehascsinlll




EXHIBIT "A"

MAGNOLIA PETROLEUM CCHPANY
ACTUAL PURCHASES
FRQ{ WELLS IN NEW MEXICO

JANUARY TO SEPTEMBER, 1957




February 3, 1957
10

Er™)

June

July

Sy 1957

2, 1957

September 1, 1957

above reports to the Bureau of Mines repre-
stocks of New Mexico origin identifiable as
s located in the State of New Mexico, in tanks and

pipe line facilities, but do not include New Mexico

origin crude in commingled stocks,




EXHIBIT "C*
DISPOSTITION OF NEW MEXICO
JANUARY -

Total Refined in Magnolia or
Pnrg%aes Affiliated Cg}DRefimriu
17,991 15,318
18,753 1k,596
20,001 11,546
19,706 10,938
19,752 12,020
17,917 15,502
19,170 12,562
20,212 13,867
20,005 17,008

To
Storage
L




EXHIBIT "DV
AVERAGE CRUDE RUNS FOR WEEK ENDING THURSDAY
= NAOROLIA PETROLEOM COMPARY
= MEADNONT REFIGRY
Expressed in Barrels Daily

; ¥ew Mexico
’ Crude
Date Barrels Processed |
1957 Dally _BH ;*
Jamaary 3 187,387 2,5kh |
Jamary 10 213,529 |
: Jammary 17 196,015 §
- Jamary 24 199,655 ‘
Jumary 1 189,077
. February 7 183,099 8:9!18
February 1l 208,252
i Februazy 21 202,830
: Febyuary 28 205,251 '
L March 7 206,270 3,016
$ March 1k 200,020
r March 28 198,265
April L 152,297 5,210
April 11 170,692
April 18 166,327
april 25 215,613
My 2 228,101 5,633
May 9 200,807
May 16 21is, 467
May 23 217,883
May 30 210,108
June 6 215,076 2,302
Jrne 13 196,694
June 20 191,90k
June 27 - 172,592
July L 186,2l1 1,926
July 11 182,491
July 18 175,961
July 25 175,786
August 8 181,665
August 15 162,866
Avgust 22 168,485
August 29 173,049
September 5 167,360 2,h39
September 12 177,757
September 19 183,08l
September 26 185,332
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OiL CONSERVATION COMMISSION
P. 0. Bax 871

SANTA FE, NEW MEXICO

June 14, 1957

Magnolis Petroleum Company
Box 900

Dallas, Texas

ATTENTION: Mr, Wall
Gentlemen:

We enclose a copy of Emsrgency Order A-91 (B) issued June 13,
1957, by the 01l Conservation Commission.

As per jwur telephone request this date, we also enclose coples
of Easrgency Orders A-70 (1), A-70 (B) and A-71 (A).

very truly yours,

A. L. Porter, Jr.
Secretary - Director
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L QUNGERVALIGN OOmMMISSION
¥. 0. BOX 871
SANTA FE, NFW MEXI[

June 12, 1957
MEMORAMNDUM
T0s Governor Mechem & Cosmissioner Korgan
FROM: Ao Lo Poxrter, Jr».

. Rall of Megnolia Petroleum Company called me from Dallas
st 2115 pems today advising that it would be necessary for Magnolia to
reduce crude oil purchases in the states =f Now Mozics, Ckiacea, Texas
and Illineis by 13K for the entire menth of June. He further advised
that this ectien had beceme necessary due to the shut~desn of saversl
refineries on account of labor troubles to which they supplied crude eil.
The total reductien in their takes from the ststes mentioned will be
58,000 barrels daily. The reduction in New Mexico takes would amount
to spproximetely 2940 berrels daily.

I instructed M. Wall that no reduction could be made in
the tekes frem wells preoducing 10 barrels or less daily and that they
should make no reductiens from wells located in water fleed prejects.
However,; I do not believe that they are purchasing from any water flood
prejects in New Mexice. I further sdvised Mr. Well that his company
might be required to mske the entire reduction in tekss from top
sllowsble wells, snd if 90, an emsrgency order would be issued making
that requirement. We will immediately review the pools frem which
Nagnolia is purchasing oil to determine whether or not the reduction
can be taken from top allowable wells.

ALPibp




No. 20-57

DOCKET: SPECIAL COMMISSION HEARING JUNE 28, 19357

0il Conservation Commissicn 9 a.m., Mabry Hall, State Capitol, Santa Fe, NM.

CASE 1273: Application 0f the 0il Conservation Commission of New
Mexico upon its own motion for an order concerning
purchaser prorationing by Magnolia Petroleum Company
commencing June 12, 1957. Applicant, in the above-
styled cause, seeks an order prescribing the manner in
which Magnolia Petroleum Company shall prorate its
purchases of oil in the State of New Mexico during the
period of purchaser prorationing commencing Jun¢ 12,

1957. The applicant proposes to require Magnolia
Petroleum Company to effect its reduction of oil purchases
in substantially the same manner as set forth in Emergency
Order No. A-91 (B) dated June 13, 1957.

— EXAMINER HEARING July 2, 1957

0il Conservation Commission 9:00 a.m., Mabry Hall, State Capitgel, Santa Fe

The following case will be heard before Daniel S. Nutter, Examiner:

& ) CASE 1274: Applicatien of Southern California Petroleum Corporation
for an exception from the shallow-zone casing require-
ments in the Potash-0il Area as established by Order
R-111-A. Applicant, in the above-styled cause, seeks an
order authorizing the following casing program in lieu of
the shallow-zone casing requirements established by Order
R-111-A for its proposed well to be drilled at a peoint
1980 feet from the North and East lines of Section 13,
Township 20 South, Range 33 East, in the Teas Pool, Lesa
County, New Mexico:

13 3/8-inch casing in the top of the Red Beds at about
60 feet.

8 5/8-inch or 10 3/4-inch casing at approximately 1,000
feet, but in any event below the water.

5 1/2-inch casing at approximately 3,200 feet in the
top of the Yates format-.on.

In the event production is encountered, applicant proposes

to pull all casing except the production string and to
cement the production casing to the surface.

ir/




OiL CONSERVATION COMMISSION
. 0. 8oxX 87N

SANTA FE, NEW MEXICD

June 28, 1957

Mr. Jagk M. Campbell
Campbell & Russsll
P.0: Bax 721

Roewell, New Mexioo
Dear Mr. Caapbell:

We onclessd a sopy of Order R-1019 issued Jume 28, 1957, by the
01l Conservation Cosmission in Case 1273, which was heard on June 28th.

Very truly yours,

A. L, mr’ Jr.
Segretary - Director

ES




BEFORL 1.5
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
June 28, 1957

TRANSCRIPT OF EZARING

Case 1273

DEARNLEY . MEIER & ASCSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
- 3.6691 2-2211
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BuFORE TEZ
OIL CONSsRVATION COMIMISSIOK
Santa Fe, ilew liexico
June 28, 14957

REGISTZR
NAME ¢ RIPRESZNTING: LOCATIO::
D. R. Wall, Jr. laznolia retroleum Co. Dallas, Texas
Jack Vickrey Magnolia Petroleun Co. Dallzs, Texes
We. Se. Richardson Magnolia Fetroleum Co. Dalles, Texas
Nancy Royal Neo Il Statehouse Santa Fe, . li.

Reportiny Service
Warren Mankin ile e Ue Co T Santa
Jack I, Campbell Campbell & Russeil Roswe

Wm. J. Cooley Ne Me Do T4 Ca Santa
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I¥ TEE MATTER OF:

Application of the 0il Conservation Commission
of New'Mexico upon its own wmotion for an order
‘concerning purchaser prorationing by Magnolia
Petroleum Company commencing June 12, 1%57.
Applicant, in the above-styled cause, seeks an
order prescribing the manrer in which Xagnolia
Petroleum Company shall prorate its purchases
of o0il in the State of New Kexico during the
periodof purchaser prorationing commencing.
‘June 12, 1957. The aprlicant proposes to re-
gquire Magnolia Petroleum Company to effect its
reduction of o0il purchases in substantially
the same manner as set forth in ZImerzency
Order Ho. A-91 (E) dated June 13, 1957.

- em aw e Em am ww ws A an am em s wm W ae e ww  em  ewm .

Nt N Nt e M W R s e N Nl Ml Nt Nt st e i S

Case No.
1273

DEARNLEY . MEIER & ASSOCIATES
INCORPORATED
GENERAL Law REPORTERS
ALBUQUERQUE. NEW MEXICO
3-6691 5-9546




EnlORZ?

Honorable idwin L. ‘echen
Mre. A. L. Porter

TRALSCRIPT OF HEARING

R. PORTER: The meetin; will come to order, plzase.
The case to be considered tris morninz is Case 1273.
MR. COOLEY: Application of the 0il Conservation Commis-

sion of New liexicc upon its own motion for an order concerning
purchaser proratioﬂing by l.atnolis Petroleum Company commenci:ig
June 12, 1957.

On June 13, 1G57, the 0il Conservation Commission received
a ietter from Magnolia Petroleum Company which reads as follows:
"Confirminz our telephone conversatio: oif June 12, 1¢57, it will

be necessary for kMagnolia Fetroleum Company to reduce its purchase
= &

of crude o0il in the State of lNew iiexico during the month of June,

1957 and thereafter, until further notice, by fifteen per cent (15%).

As I expirained to vou, this reduction is necessary because of our

excessive inventory and the recent refinery strikes and refinery

" cuthacks.

We are enclosing a copy of the notice to 211 producers from whom

we purchase, advising them of this reduction.

We are sorry that this action is necessary, and hope that tre
> ) g

DeEaARNLEY - MEER & ASSOCIATES
INCORPORATED
GENERAL Law REpIRTERS
ALBUQUERIUE NEw MEXICO
3-6691 5.9546
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strikes will ve settled cefore lon~ so Lhat we will Te able to
return to a normal purchasing schedule."

"TQ PRODUCZRS IN
TEXAS, OKLAHOMA, NEW MEXICC AkD ILLINOIS:

Due to recent refinery cutbacks and strikes which shut down
refineries normally supplied by llasnolia Petroleum Company, it is

necessary for Mazgnolia to reduce its purchase of crude 0il by

5\

» including Magnolia-owned

0

fifteen per cent (157%) from all lease

$

leases, in Texas, Cklahome, ilew [iexico and Illinois. This re-
duction is effective during June, 1957, and thereafter until fur-
ther notice, and will be based on purchasing eighty-five per cent

(85%) of actual May, 1957 purchases.

e

The Company greatly regrets navinzg o tulic this action and
hopes for an early return to its normal purchasinzg schedule.,"
MR. PORTZR: Is ilagnolia ready to proceed in this case?
MR, VICKRZY: Yes, sir. Iy name 1is Jack Vickrey, Post
OfficeyEoXQOO, Dallas, Texas, attorney for Magnolia.
: , _

Magnolia is complyinz with the Zmergency Order A-G1l ()

n

’.h

and does not object to the Commission continuinz the order

effect during the time Haznolia is forced to prorate its purchase

Mr. D. R, Wall, Manager of the Crude 0il Purchases and Sales

Department is here to answer any questions the Commission might

Lave.

Mr, Wall, would you take the stand, please? ljouid you like

DEARNLEY MEIER & ASSOCIATES
INCORPORATED
GENERAL AW REPORTERS
ALBUJUERQUE NEW MEXICO
3-6691 5.954¢




to swear the witness?

called as a witness, havinz been first duly sworn, testified as
H4 > - 2
follows:
DIRZSCT 2 INATICH
By MR, VICKRZY:
*@ wiil you statc your name, please?
; A D. R, Wall, Jr. |
Q By whom are you employed?
A HMaznolia FPetroleum Company.
"> o
Q Wwhat is your present occupation?

4 Hanazer of Crude Cil Purchases and Sales,.
=

Mr. Wall, how long heve you been employed by llagno.ia?

&

A Fifteen years.
‘¢ HMagnolia recently was forced to prorate its purchases in
the State of lew Mexico. Will you please tell the Commission the

events which led to this prorationing?

[

A B

A Yes, We supply various refineries with crude oil each
month and we receivednotice that the Zast St. Louis Refinery, which

we supply 36,000 barrels & day, was shut dowr on June @ due to a

o

"y ) IS R I ~ MLE
strikes, wo ar {gwuy carfead a aay O WO
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Petroleum, and their refineries are on strike. In addition to

this 43,CC0 btarrels a day cutback due toc refinery strikes, liaznoli-

ia's Ieaumont, iexas relinery reduced to2ir June tarouzl pul CF
DEARNLEY - ME:ER & ASSOCIATES
INCORPORATED
GENERAL LAW REFPORTINS
ALBUQUERQUE NEW Mexice
3.6691 5.-9546
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15,0C0 tarrels a day. 1hat¥s a total or 56,000 Garrels a day
that we were faced with suroplus crude.

Our inventories are excessive by approximately 1,800,C00
cver our desired level of inventory, and we were Jjust unable to
nandle this additionzl 58,000 barrcls a day reduction.

C Fr. Wall, the Commicsion eutered its dmergency Order
A-91 (B) on Juyne 13, 1957, setting fortk the conditions under
whicn Magnolia should prorate its purchases. lias lMagnolia bkeen
complying with this order and the rules and regulations of the
Commission in reducing its take? 4 Yes, sir.

MR, VICKREY: I have no further questions.
MR. PORTER: Anyone else nave a question? Mr. Camptell?
MR, CAMPBELL: Jack k. Campbell, Roswell, llew liexico.
I would like to ask a few questions on behalf of the Independent
Producers and Royalty Owners Association of New lexico.

CROSS =XANTINATION

By MR. CAMPEELL:

Q2 lr. Wéll, wﬁere'are you making these cutbacks, in what
states?

A New Mexicé, Texas, Oklahoma, and Illinois.

Q@ 1Is that all of the states in which iagnolia purchases?

A No, we purchase crudo in Louisiaus.

Q That crude is, none of that had been going to Eeaunont

Refinery?
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~And from spot purchases, thzt'would be truckers that deliver us

" 0il, and outside pipelines that deliver oil tec us for our account,

&} (v Y ] . ) - §
2,000 Lorrels =z day, -taes to

A A small amouni, avout
Beaumont. None of it sgoes to these refineries that are shut down
by strike.

Q What do you purchase in Louisianz approximately eaci: monthf

A 1In Louisiana we purchuse approximately sbout, iet me sceo,
I can give you just exactly my latest montht's firures. Tke iest

figure that I have, actual purchases in lay, amcunted to 20,0683

barrels « day.

Q ¥Why have you not reduced your runs in Louisizna?

A Effective the first of June, the Louisiana Conservation
Commissicn cut the allowable on dually completed wells 25 percent,
and that reduced our actual purchases in ~ . iisiana some four or
five thousand barrels a day. They zautomatically gzave us a 25
per cent cut effective the first of June, and our reduction in the
other states in which we're prorating is only a 15 per cent cut.

Q@ What is the over-all effect of your 15 per cent cut in ail
of the four states in which you are cutting?

A You mean barrels a day

Q@ Barrels a daye.

Q@ From lease connections, approximately 50,000 barrels a day

atcut 10,000 btarrels a day. In other words, we had a cutback due

to refinery strikes ard reduced refineries runs of SQ;OQQ‘ and our

;-
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‘ : : : . T T e T
best calculation is that we are veduoling about 0C,C0C0,.

.

the order {ror the lew l.exico Commis~

-~ Kow, after we recclve
sién not to prorate wells makinz ten tarrels or less, that re-
duced thzot fisure cbout 2 thousand barrels & day. So its some-
where close to sixty.

Q VWho owns tlie fast St. Louis HRelinery?

A  Socony lotil.

! ¢ Who ovms the Feaumont?

H

i - . o -

; A llagnolia Petroleum Company.

@ Are any imported products or any imported crude being used

in either of the refineries? 4 Lo, 8ir.

g AT -

S Did you appear DLefore the Texas Railroad Commission in

‘ﬁ;3 connection with the anticivnated import of Socony obil?
A No.
Q@ Is Magnolia an affiliate or subsidiary of Socony liobil?
4 Yes, sir.
& Are you acqueinted with the impert estimates of Socony
¥otil 0il Company the next few months?
A o, sir. Only the schedule that I pick up at the Railroad
Commissicn.
Q@ You are zcquainted witix that, are you?
A Jell, n&, Just to loox at it. I'm not familiagr with their
—
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you refer indicabtoes thal 1n bz monkl of 1), Socony lovil CI1

v

- Company imported some 62,:74 tarrels per day exclusive of Canzdian

imports of 3C,C0C barrels, and tict in the montk of June they au-

ticipate importing 8,500 bvarrels and in the month of July,

3

~arrels

Ion

71,821 barrels, zand in the month of Augst, 78,200
L : you aware of that?
A Jell, if that is what thie report reflects, I'1ll take your
word ror it;
[A)

2 Do you know wiether thercts any move on the vart of Socony

Hobil Cil Company to adjust th

&)
0
@
'v"
}_l
v
o
]
(0]
48]
',.h
vs
ct
vt
(¢}
,—l
[WN
ya
o)
ct
(o]
tH
ct
st
[o]

market conditions you rsferred tc existin

Pl

on imports, none of the refineries trhat are alfected are using

3
£
[
)
O
ct
"y
)
M
]
[t
past
14
]
O]
3
).J
(4]
143}
™

< You have other Socony l.obli, tiher ope

A Socony Hotil does, lLizgneclia does not. We have

ona in Beavrmont.

{ Are there other refineries ol Socony lobil in Texas or

Louisiana area? ‘ i o, sir.

4 Whers are thaey situcted?
. The only ones I'm faniliar with, they have a refinecry at
3ast Chicago, one a2t fuffelo, lew York, one at Trenton, llew Jersey)

~and the Zast St. Louis refinery, Illinoils, that I mentioned thet 1p

on strike.
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& All oI the Imported crude

1

o)
Y
19
(e}
e
o)
3
Q
T
144
4

o~ ha - e
ioa vom})nll.'

s

[

A llo, sir. lo importcod oil Is used in those relincries tiat

I mentiocned. I kno

w nothins about their otrer refineries or where

the imported oil does -o.

Q Do you know if talking trhat, eny of the imported crude by

exchange’'ils takin:

>

1

- » ~ 3 .

tack of domestic erude?

A We have contacted threm and explained the probtler to thnem

and offered to sell them crude and teen unabtle to do so.

& Does Hagnolia in

xpired?

o~ . - -

form in the States of

ct

end to make up crude in back allowalle

S sFtar the R,
=€V LB C0 AIcer L€ PApEe

}—
}, e
]
[¢)]

el
-
L
e
.
&
4]
(W
3

Ll
b
p«
4]

& We will make every cifort to run trhe allowables oil.

& How much of your own production do you buyv in llew lexico

tarrels a daye.

£ In april we

& What ars vou:

act o ally mitraracad - atr a AN atats -
2CoTlaLly DRITSLASeG 1 ¥ -\,J{ZLCO, LT g Uiy .,O,

excuse ge, 19,706,
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w

your own wells, is that correct?

A

supply, 7,243 barrels a day. The balance is sold to some other

purchasers and we don't nominate Ffor it or use it in our supply

Q

A

'

&)

Q

R B |
if1€e:G,

connections and whet trhe allowaltle may »

-3

ailowables in crder to accomplisk a 50,00C barrel a day cutback
in leases., We had to base it on actual runs, and in any field we
took the actual HMay runs and are only taking 85 percent of those
runs in June. In other words, I esan't tell you what the allcwable
of the Denton Field was compared, for liay, compared with what we
actually ran. I just don't xnow the 2ilowable. e do kﬁow
physically what we purchcsed and ran from tnat field, and the only

way to reduce the varresls 1s to make a reduction based on those

So that approximately Lalf of your purchases were from

Yo, sir, of that 10,548 barrels, we only purchased for our

v

Then the fizsure is your production?
- ) i

That is total producticn.

Your purchases as purchaser amount to 7,C0C7

That!'s correct, 7,235C.

The balance of it you sell to other purchzsers?

Yes.

What is the, let's take tie field for example, the Denton

what 1s the comparison between what you are taking Ifrom youp

]

on 2 top alilowable well?

vlell, we didn*t base, we couldn't vase our proration on

1)

_runq a
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Do you do that by wellis or ty fields?

e
)
=

Well, we arc followin: the Commission's rules and resgula-

5

tions. We are not prorating any well that makes ten tarrels or le*s,

and are takinz our vroration from the top alliowable wells.
| Q What I'm referrin to, if I have a well in the Denton

Field and for a part of the month of lay maybe my well was shut in
o J

or mv storaze was full or sumething of that nature, and you didntt
run from it for a period of several days, my neigzghbor may te in o
different position, are you apvlying your cuts from what you run
f from my well? )
}»' i A To, all it would be necessary for you to do would te to
L ;
o ; explain your problem to the Pip. . JSupsrint odeost 1ot arer
: ’j? if your pumps were down high wate. . ot sSroaioooto Lo T :
fair in this thing as we can. 15 say, . P T S FIVREVENE
cent,instead of using the Iay fizure, we would ¢ . . ol
April or get a normal month that you did have normel 1 .. 2o 0.

take 85 per cent of these normal runs.

Q@ Mr. Wall, do you heve any estimote of how lonz ti 0 7 -
tion may continue to exist? &£ o, sir, we do - ..
Q@ What 1is the present status ol the strike at the S5t PR

Refinery?

A They had o meeting Jeduesday of thic weel, and it is

- _
understanding that they didr't cone to any & jreement and jus’ S
~ journed the meetinz, Thotts oll 1 lnow, L L
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Sohic Refinery?

"~

& Does trhe maried reduoction in the Texas allowzble for this

[

month, do you anticipale it wwill Lave any vencficial effects inso-

far as the operatidn of vour Zeoumont Zefineries are conceranecd?
A OState that again.
Q Will the murked reduction in Texas allowables for June
naterially --
A (Interrupting) You mean for July?
Q Yes, do you think they will relieve to some extent your

refinery situation at Beaumont?

A HNo, they have no relation to Deaumont. ‘e testified beforg

"9)

the Texas Commission, ‘in fact, we turned our nominasticns in on
twelve days and we are calculating now to see if the 13th day allow
able in Texas would accomplish thet reduction. We don't know at
this time whether or not we'll be able to zet off proration or not|
I just doubt it.

@ If the strike at the Hast St. Louls refirery is settled,
will you immediately return to normal purchases in New llexico or nd

L Yes, sir.

Q@ That is irrespective of the condition at Beaunont or the

A You are just talking about the one refinery?

Q That is the most sizealle.
A That is 3£,000, ves. ell, I1'11 say this, it may be that
? » J ? L

Beaumont or some of the other refineries will reduce their runs.

4
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They teil us thot from day to day, and 1 can't &y that much, Ic

Zast St. Louils announces tley aie 7oing wack to work, thit we car

»

1ift the proration immediatcl: . Je'll have Co consider the 7,0.C

-

sarrels a day tihot Leauront

C

barrels a day cutback and the 15,0CC
has cut back. It is our understanding that they are looxins at
reducing it further than the 195 that they run in June. Il otuer
refineries slow down we could be Jjust about in the sare position
we are in even if Loubright came back. ‘e can't say that we would
go back.

& Let me ask you this last question. Is the pipeline pro-

rationing,which ycu have instituted in theée four states, caused
primarily by the strike situation or by the fact that you consider
tnat your inventories are too high, your refineries?' runs are
being cut back? Uheat is the pasic reason {or this? You say you
nominsted twelve days in Texas? A Yes, sir.

Q You nominated below what was granted in Lew liexico?

A Yes, sir.

Q Is this cutback actuzlly the result of these strikes or is
it just that you are trying to comply with what you think your
market ié, irrespective of that?

AA It's a cambination of both or all of thkem. They all

amounted to 58,000 barrels a day reduction in June, and that's the

fizure we had to look at. e have 1,300,0CC surplus crude in our

tanks now. We just couldnt®t handic it. It®s a comtination of zll
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e

g,

of those factors.

Q In your tanks, what do you mean, tagnclia Detrol

A Yes,

Q At your Eeaumont Hefinery?
A llo, sir, thatts over the whole system.
thar the ones that are mentioned here today?

A [o, just the ones that I mentioned to you.

w1 oompan

Q Deces your system supply crude to any other refineries

Q That's the total refinery market for lagnolia Petroleunm

Company crude?
Q@ Including the Louisiana one?
L We don't supply any refineries in Loulsiana.

Q@ You supply the Chicaszo relfinery?

A Yes.
Q Zast Chicago?
A Zast Chicago, Zast St. Louis, the one on strike,

llew Jersey, and Buffalo, Iew York, and our Eeaumont.

Ead

Q@ You don't know whether the ones in Euffalc
in Trenton use imported crude or not?
A They do not.

¢ Xone of them do?

A Yes, thatt's correct.

Trenton,

and the one

A Ho, sir, we supply their full requirements from Texas,

Oklahoma, and Iilinois crude.

imported crude zo?
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K I s5aid I dontr Inovw.
- MR, CAMPPZILL: Trat is ©1l.

FR. PORT:H: Anyone else Lirve a question?
{Re VICKRZY: I have one question I would like to clear upi
IMR. PORTER: Go aheac, ir. Vicireve.

Ruo-DILiCT ZALILATION

By IR, VICKASY:

¢ I, Campbell askea you & cuestion about pipeiine proration}

I wanted to clear up that mistak

b4t
ct
‘..In
&)

4 The pipeline has the facilities to move the oil.
purchaser's proration. ile are just not able to handle the
purchsses.

Q This is purely the case o

W

IR, VICKREY: That is all.
IR. PORTZR: Ir. Cooley.

1 MDQa NI AT ST A MT A
R)J"ui\.OS\) PR N N N e s R

Q How many pools do you purchase Ifrom in the 3tate of .ew
Mexico?
A I believe it is twenty-tio.

~ S -Eow many of these comnections do you nave in toc
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TWENLY-CWU pOOIETY

A Mr. Cooley, I can't answer tiet quest

Q2 Could you tell me approximately hew many cf your connec-

tions, what percent of your connections, or
allowable wells?

A lice I can tell you this, tiat of our

llew Mexico, about ¢50 barrels a doy come I{rom

10 barrels or less.

hatts wnat I was

]

Q
Q

s it possible for you to accomplish

()

in purchases without affecting or reducing th:

Weiis wnizth pro&uc» i Gar 18 O lesa Qe uay

A Ve are, yes, sir.

Q@ Further, that you could accomplish th

say a twelve barrel well velow ten, that no well would be cut veloy

ten barrcls? 4 Th

»
(=

QG What is the effective date of the pro

state? A June 12.

Y -

Q@ At this time you have no idez vhen th
will be?

A HNo, sir, we do not.

.

Q@ Concerning back allowable possibilitic
.strike is concluded, and some time thereaftcer

thoughts concerning Hagnolizt®s possibility ol

how many &are top

ion.

total purchases in

wells tliat produce

RS

is cut without cuttinj

4t

rationing in t:zi

R

- s = 2 +
e terminastion cate

5 at the time this
, Wil are your

takinz tiois oack
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. - —r Y L. . ~ PRAgl S ~aupnaesiaupa S g ug S IPRE A “SREEES S AR 4 LTTTYTTY. T
aliowalleo Bhat would resull oo & TesSuat 6o wie pLpullie pro-
. .
- raticninT?
3 iy et 1 1. Ea¥al 4. PR o 3 2 - . . .
A Lie will make every elfcert teo taxe 1t Just s soon @s we cule

L

for coastwise movement by tanker btsen alterated in the last three

UE. COCLZY: Thatt's all.
‘e

NN .- oI R B Iy Al Reua s s
vilhe X \/u.u.‘.: 1T e 1 CHGIR E-’\\J\l‘.’ GO You nEve Q L-eq lO“.

By MRe RICHARDSEOQN:

"o

Ir, wall, does laznolia Petroleum sell oil to Socony

&3

A ieu, 3ir.
% For use on Zast Coast reiineries?
A4 Yes.

2

ES

3
4

for

&

0
s
¢}

Does Socony icbil use zrnocoil in the relineries?

[

A The only refirery, in trying to answer . Campbtellls

[N

question, I'm not familizr with Socony's imports. The oniy re-
finery on the Zast Coast that we supply crude to is thelr Fauis-

Dorougn 1n ilew Jerse idntt mention

<
]
@
HH
2.

inerv. Iy the way, 1

that. It is not surplied Ly pipeline, it anker movenment
fagliy k » } ]

ct

-
S a

'...h

3

and we are currently suppiving them about L4LO,0CC barrels a daye.
Gow that is the full requirement for that refinery versus

the supply in full requirements Ifor the refinery that I mentioned

to ¥r, Campbell, I

Cie
™
n
ct
(oF
]
[
ct
-
]
Q

now nuch imported oil they
use at that refinery or any other reflinery that they do take their
imports to.

Q Has the amount of oil that Iaznolie suppiies to Socomny 10D

l
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s

Yy

or iour years?i

‘and stated that the expected increase in demand for crude oil

- would be approximetely Iour or five percent over 19567

5 - T, Nl ~ DN N . - -3~ ™ I
Morem v we supHly aboul 32,000 btarrels o day Jor thal re-

iaY

-

NS
T oHv g UL

e 215 & daYe

o
o
¥
-
*
o

r

finery., “e're currently suppivii

-

& Eow lon<t have you supnlied 32,000

A Jell, that has teen our averaje Ior at least the lust year
or two, in I'1ll say '55 and v50.

Q IHow much did you suptuly in 19534 to that refinery?
A I couldnt't answer that. I would say it is in the neighnor4
hood'of thirty-two. It has ronzed somewhere between thirty and
thirty-twe ever since I rave “cen in the crude oil department.

S So the azmount of coastwise oil that you supply osocony

<
2obil has not been decreased in the last few vezars for that re-

finery? A o, it has not.

Q¢ Last rarch Laznoilep apoeased selore i Rallvyoaq Conclssion

]

-t

A Yes, sir.

Q@ Do you feel trat the situction thiat you have today is

(2]

altering that picture
A Well, that was an industry-wide estimate. Our position
is surely that it probatly wentt come up to that since we have

sad the strike and these unforseen refinery reductionse.

Q@ 3But not knowing the duration of the strike, you don't ki.ow
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T D, 53ty 4 voaLmniYL TAZLrd {CGuess at that,”
': ™y 3y T ., N
o~ ul e PORTJt: e &1:‘!}\1‘1.

Ty 1Re VANKIL:

You mentioned awhile a0 &t rvou were purchasing from

X : twenty-two pocls, bubt did youw meun Lotk [anoelis Fetroleum and

Magnolia Pipeline Company?

)

A Vell, the liaznolia FPiveline doesn't purchese oil. I'm

speaking from a purchasing standpoint, the oil may be purchesed

pe

and connected by the Ilagnelia rFipelinre for our account, or it may

-

]

be purchased and trucked to some facility that we designated, but

-

L=

I'm speaking only for purchasing and not for the Pipeline Compeny.

QT We get two reports, both from the pipeline peorle,

which the major part of transporters and storers is shoun Uy the
pipeline company.

L  Trney do transvort most of our oil. e have very little
~o0il trucked.

Q The area to be prorated concerns itself with Lea, Zddy,
.Chaves and Roosevelt Counties, is that correct?

A That's correct.

& Lothing as far as Rio arriba cor San Juan County?

A Ho, that is, another purchaser is buyinz that oil. iie
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U

Q lr. 9all, docs .«inolia Petrolew: Sompany purchase any

»e

0il in any of %he twentv-two vnocls which is beins produced from a

water flood project? a0, sir.
FR. COOLEY: Tirt is all.

o
28]
[ ]

PCRTESR: Ir. luuseid.
By IR. KUTTER:

Q Does llagsnolia Vetrolceun lJompuany rake any purchases in
Hew Mexico from truckin: companies?

A Yes, sir, we do. 1 don't know how much trucked oil we

b
ey
3
£
fu

have, but we do buy some from the ricdood Corporation.
» J k R

say a conservative estimate is that our truck purchases would
amoﬁnt tc somewhere between three and five hundred barrels a day.
Q Have those purchases been reduced?
A They are, yes, sSirt. e ltave 2Gvised Ul
will again only take &5 per cent of wrhat they deliverdto us 1n Vay 4
Q@ So you havé reduced them by the same percentage?
L Yes, sir, that's correct.

b - moD - N A B ]
¥R. PORTZR: Tir. campbeirl.

Q Ir. Wall, you stated that this amounts to purchaser pro-’

rationing inasmuch as lMagnolie Petroleum: Company either does not

Fh

trarsport or has adequate transpertation facilities for transpor-

tation of the crude. aAre you generally acquainted with the

t lew Ilexico?

availabil

Lo
H
ko
D
9
»L}
-l
B 9
)
!
3
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¥
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LA lo, sir.

Q@ Capacities and so fortih? A 1o,
Q Do you know if there is eicess capacity in the llasnolia

ipeline or llagnolia Petroleurm Company cystem for the movement of
crude oil from southeast lew [lexico to the Guil Coast and otier

marketing points for your cruce?

A Out of New l‘exico we could mcve in excess of trhe 19,70C

% -

that we purchased, that crude joes into ilidlend,and out of liidian

it is necessary for us to arranze cutside transportation. ‘e do npt

have the facilities to move all of the ‘jest Texas-llew Iexico crude
out of Midland..

Q@ Do you experience difficulty in acﬁuiring that capacity
or not?

A Under normal conditions we have been 2ble to get our oil

4

moved, We did experience some difficulty curint the period of the
Suez Canal trouble,

IR, PORTZR: Is that all, lxr. Campiell?

FR. CAIPBZLL: Yes, sir.

7

MR. PORTER: Anyone else have a guestion of lir. wJall?

[85)
w

¥

The witness may be excused.
{{litness excused.)

I'R. PORTZER: Does anyons nave a statement to make? Ir,

=

iR, VICYR Y: T would just iike to reafiirm a statemeit
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that I made earlier thst we are complying with that lmerzency
Order and we'll continue te dc 5o a3 loaj as it is in ef

have no otjection to tihe Commission contiumuing it

s
})
a1
Q
Fy
5
@
e}
cr
L

MR. PORTER: Anvone else nave & corment on the case? Lo

s
)

will take the case under advigencnt. 1d journed.

_— - e e e e e tan e e

STATE OF @ IEXIcC )
COUNTY OF BERNALILLO )

I, ADA DEARNLZIY, Court Reporter, do hereby certify that the

foregoviuyg and atvached transcript of proceedings before tize lew

-

lexico Cil Conservation Commission at 3anta Fe, *ew Mexico, is a

Fomd

o

true and correct record to tie vest of my “nowledge, skill an

o5

avilitv,
AT s T FaFal

N OWITHESS WHERZQOF I have affixed ny hand and notarial seal
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EEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
Santa.Fe, New Mexice

Qctober 17, 1957
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IN THE MATTER OF:

The hearing called by the 0il Conservatiorn Com-
mission to permit Magnolia Petroleum Company to
appear and show cause why it should not be required
to purchase 100% of the oil authorized to be pro=-
duced from the wells from which it purchases in
the State of New Mexico.

on Em mm Em Em me em G s S G @ SW f M R me WR mw e A e se e M e e em e

Case No
1273

4 se 08 90 a8 WP FE we s

BEFORE: Honorable Edwin L. Mechenm
Mr. Murray Morgan
Mr. A. L. Porter

TRANSCRIPT QOF HEARING

MR. PCRTER: We will take up next Case 1273.

MR, COOLEY: Ir the matter of the hearing called by the
0il Conservation Commission to permit Magnolia Petrcleum Ccmpany
to appear and show cause why it should not be requir:d to purchase
100% of the oil authorized to be produced from the wells from
which it purchases in the State of New Mexico.

MR. VICKREY: I would like to make a statement before we

swear the witness. My name is Jack Vickrey. I am an attorney for
~ Magnolia, address is Post Office Box 900, Dallas, Texas. Magnolia
has filed a written reply with the Commission stating its position»

in the case. Please consider this reply as part of the record in

_this proceeding. The Commission has requested that Magnolia
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present evidence as to the actual market conditions which have |

resulted in the need for the continuance of purchaser prorationing
in this State. Mr. D. K. Wall, Manager ¢f Magnolia's Crude 01l
Purchasing Seles Departwent is here to present such evidence and
answer any questions the Commission might have. I would like to
have Mr. Wall sworn. (Witness sworn.)

D. R. WALL

called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

By MR, VICKREY:

Q Will you state your name, please?
A D. R.Wall.
By whom are you employed? A Megnolia Petrolpwm Corp.

What 1s your present positioﬁ?

» © ©

Manager of the Crude 01l Purchasing Sales Department.

How long have you'been employed by Magnolia?

> 0

Sixtéen yeans.

@ Have you prepared a stéte-ent relating the current market
conditions which have resulted in the need for the continuance o# |
purchaser prorationing in the State of New Mexico?

A T have.

Q Please read this statement to the 00uhission.

A Magnolia Petroleum Company was first required to 1nst1tubﬁ
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purchaser proration during the month of June, 19¢57. Frior to

public announcement, Magnolia notified this Commissi~n of the

action to be taken and the reasons therefor. The Commission, on iYs

own motion, entered Emergency Crder A-91(F), prescriting the manne#
in which such purchases should be prorated. fter a public hear-
ing held on June 28, 1957, the Emergency Order was continued in
cffect until such time as Magnolia resumed 100% purchases.

A brief review of the conditions which existed at the time of
the public hearing held on June 28, 1957, and the current market
conditions which have forced Magnolia to continue purchaser prors-
tion follows:

1. On Marcn 19, 1957, Socony Mobil (il Companyt's Trenton,
Michigan, refinery shut down for hl.days tecause of a labor strikegq
Magnolia supplies the total crude requirements of 32,000 barrels
daily for this refinery; however, the Company did not prorate its
purchases in any state, but instead added the 1,312,000 barrels of
crude oil due to this loss of market to its inventory. By June 1,
1957, our actual crude oil inventory had reached 15,869,000 barrelg
which is 1% million barrels in excess of necessary working inventor

2. On dJune 9, 1957; Socony Mobil (il Company'!s East St. Louig
Illinois, refinery discontinued opefations because of a iabor
strike. Of the totai crude requirements of 38,000 barrels daily

for this refinery, Magnolia supplies 36,000 barrels daily. Employ-

Ve

»

ees started returning to work at this refinery on QOctober 7“;957;7

DEARNLEY . MEER B ASSOCIATES
iNCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW Mexico
3-6691 5.9546

S d ke wh



TG

e AT e

U

however, because of the rour-month shutdown, the plant will return
to normal operations gradually. Also, during June, Sohio Petrol-
eum Company discontinued the purchase of 7,000 barrels daily of
crude from Magnolia because of labor strikes at their refineries.
After their strikes were settled, this purchase of crude was nct
resumed.

3. During June, Magnoliat's Beaumont, Texas, refinery re-

A4

duced runs by approximately 20,000 barrels daily below May, 1957, be-
cause of an oversupply of products. Runs were reduced further at
Beaumont during July and August, 1957, reaching a low throughput of

approximately 35,000 barrels daily below May, 1957.

4o Due to refinery strikes and a decrease in demand for crud
oil at refineries normally supplied by Magnolia, our overall deman

for crude each month compared to May, 1957, has decreased as folloys:

June below May 40,864 barrels daily 10.51%
July Below May 77,990 barrels daily 20.06%
August telow May 84,270 barrels daily 21.68%

September below May 74,666 btarrels daily 16.21%

October belqw May 42,204 btarrels daily 10.86%

With a surplus crude oil inventory in excess éf 13z million
barrels on June 1, 1957 and faced with a decrease in demands as I
-have jhst indicated, Magnolia had no alternative but to prorate itg
purchases equally in all states. |

5. During June, Juiy and August, 1057, Magnolia® rchases

DEARNLEY . MEIER & ASSOCIATES
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Trom all leases, including Magnolla-owned ieases, in New Mexico,

i

E - Texas, Oklahoma and Illinocis, were based on 85% of actual May, 195,
b purchases, except that in New Mexico we have complied with the
Commission's orders and have made 100% purchases from proration
units with daily ¢il production of 10 barrels or less. Magnolia's

crude oil inventory continued to increase during this period of

proration, and on September 1, 1957, our actual inventory stocd at
;;._ e h 16,090,00C barrels.

6. Since our September demands were still drastically below

VIR b e

normal, it was necessary for us to reduce our purchases an additiop-
al 1C%. September purchases were based on purchasing 90% of actuzl
August, 1957, purchases from all leases, including Magnolia-owned
g:j ) leases, in New Mexico, Texas, Oklahoma, Louisiana and Illincis.
This additional reduction was necessary in order that our surplus
crude oil stocks would not increase during September.

7. During October we had an increase in refinery demands and
were able to make some spot sales of crude oil to other purchasersg
This increase in demand enabled us to restore the i0% cut in
purchases which we made ir September. Due to decreased allowabies
in Texas and Louisiana since May, the 10% restoration enabled us tdg
1ift proration in fhese two states.

8. -Our estimated purchases from leases in New Mexico during

October, 1957, will average 23,457 barrels daily compared to actual

’ v - - . 3
S _purchasaes-of 19 752 barrels daily—during-iay,—1057 — an inensase—of—
—
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3,705 barrels daily, or 18.76%. Magnollia's estimeted purchases
during October, 1957, will be approximately 9% below norwmal pur-

chases under the Commission's October allowable order.

Magnolia Petroluem Company has been 8 purchaser of crude oll 1111
New Mexico more than twenty years, and has made every effort to tike
care of its customers. Our increase in purchases, in spite of prg-
ration and en oversupply of crude, will bear this out. The Compary
regrets the necessity of having to prorate its purchases. Howeven,
until such time as our demands for crude oil increase sufficientlﬁt
to enable us to handle 1004 of allowables, we feel that our basis

of prorating purchases in all states is fair and egquitable,

Q Mr. Wall, have you prepared exhlbits contalning the statis-
tical information requested by the Commission?

A Yes, I hsve.
Q Are such exhibits attached to the statement which you Just
read? A They are.

MR. VICK!E_Y : HMr. Chairman, I offer this statement in evideﬁee.

'MR. PORTER: Do you want to identify it?
MR. VICKREY: Yes, Magnolia has no further testimony to offfr.

(Marked Magnolia's Exhibit
No 1 for identification.)

MR. PORTER: Any objection to the admission of Exhibit No 1
and the attached exhibits into the record? They will be so admifted.

Anyone have a question of Mr. Wall? Mr. Nutter.
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CRUSS EXAMINATION

- By MR, NUTTER:

1
?
]

Q HMr. Wall, right there toward the end of your statement 1
missed a couple of figures. What did you say your actual purchasel
during the month of November are estimated to be?

A Our estimated purchases from leases in New Mexico during
October, 1957, will average 23,457 barrels daily compared to actual

purchases cf 19,752 barrels daily during May, 1957 - an increase of

S A,

3,705 barrels daily, or 18.76%.

o Mh2 s Srnamanan
- - bidod Adiwd GAwC

L4

percent ‘below the normal level? A Thatts correct., Yes, sir.

Q Are yvou aware of what the normal unit allowable for the

sy,

State of New Mexico was for the month of May?

A No, I'm not, Mr. Nutter.

Q Mr. Wall, the normal unit allowable was 4O barrels at that
-time. A Thatts right.

Q Of course, the normal unit allowable is 37 barrels now.

A Thirty-seven nowe.

Q@ What do-you feel is the ultimate answer to this? The nor-
Qal unit allowable is way down and your purchases are way up and yet
you are prorating. How can we recéncile these differences?

’A That is due td the fact we have been buying new oil in
the state and have been taking it on our prorated basis. We haventft

— stopped taking new léa§es tha£ are available to us for our supply,
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- have from 4,075 or 80,000 barrels a day decrease in our demands

and New Mexico production has Just increased vO the point that

this hes occurred.

Q I know that you dontt like to purchaser prorate any more
than any other purchasers like to prorate.

A That*s right.

Q What i1s the answer, how can purchaser prorating be eliminated
under a deal like that?

A T didn't say it can be eliminated, Mr. Nutter. When we

each month for five months, the only way that I can see that we cap

take care of that decrease in demand is to continue to take new

oil that is available to you if itts in your area and just reduce

the overail purchases across the bocard to take care of any cutback

that is necessary. We dontt feel like that much because we are
we

in trouble at this time that should discontinue buving any new oil

at all. We are still continuing to take new oil, but we are taking

v

it under our prorated basis which we feel is fair to the new operagor
the same as the ones that we have had for some time.

Q Well, now, what was the basis for being able to restore

your purchases in the States of Louisiana and Texas?
A Yes, sir, we started prorating in June, and since May,
Texas and Louisiana have reduced their allowables to the point that

when we restored the ten percent cutback for October that we had

made in September, that enabled us to lift proration in those two
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. North Gladiola?

states and 1t has affected only a nine percent proration in New
Mexico.

Now, had New Mexico allowable been reduced from May, percent-

agewise, I'll say as much as Texas and Louisiana, then our restora+4

tion of the ten percent would have automatically eliminated pro-
ration in New Mexico.
Q Have you taken proportionally as many new connections in
those states?
A  Our percentage of new 0il has been greater in New Mexico
than in any state,
MR. NUTTER: Thank you.
MR. PORTER: Would you say that percentage is largely due
to connection in the North Gladiola Pool?
A T would say North Gladiola, Denton and Crossroads.

MR, PORTER: 1Is Magnolia the only purchaser in the

A I don't know about in Gladiola. I don't think so. I thinK
there are other purchasers in North Gladiola, Denton and Crossroads
where our big increase has been.

MR. PORTER: Does anyone else have a question of Mr., Wall?

« - MR, CAMPBELL: If the Commission please, I would like to

ask a gquestion or two. Jack M. Cémpbell, Roswell, New Mexico,

representing the Independert Producers and Royalty Owners Associa-

tion of ﬁg; Maxico.
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By MR. CAMPBELL: ’

Q Mr. Wall, do you have any figures with you, or do the fig-

ures attached to your statement to the Commission reflect the im-

)

ports of Socony Vacuum for the comparable period to which you

referred, of May of 1957 through September of 19577

A Nc, sir.

Q Are you acqﬁainted with the repbrt made to the Director of
the Volurt~ry Imports Program by Socony Vacuum Company covering the
July, :Aegmet o and Septesber eatimated imports for that company?

A They filed a r »ort to this Commission. I saw thé report,

Q You have no reason to guestion the figurss bthat are pub-

f‘ : . lished by the Director of the Voluntary Imports Program?

D I & No, sir.

" e

-

Q@ If that report shows that in July the allocation for

Socony Vacuum was 67,110 barrels per day, the July actual imports
were 73,700 barrels, the August actual was 76,900 barrels, and the
September estimate was 79,000 barrels, wouldn't it appear to you

that during the same period that Magnolia has been reguired, accord-
ing to your teStimony, to reduce their domestic purchases as Socony
‘ Vacuum has been increasing its imports of)crude,_isn't that correct?
i A Well, now, you are getting to the, sinée youtre on this:

Directors® veluntary request for reduction of imports, as far as I

know Sccony has stated that they will follow their directive and rT-

- duce their impcrts to June 1G58 to average that sixty-seven one
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that you mentioned.

@ I hope they do. What I am talking about 1s what they have
actually done up to now.

A I can't queation that, but our reduction had nothing to do
with any plant receiving foreign oil. It is due tc East St. Louip
and Trenton, Michigan refinery strikes and one other, the reduced
runs at Beaumont, Texas.

Q You testified before this Commission in connection with
the particular problem of yours, it is my recollection that your
testimony, that Magnolia did supply some crude for some of your
East Coast refineries from its source of supply in the Midwest amd
Southwest.

A We supply about 160,000 to 170,000 barreis a day.

Q Then can you deny as a matter of mathematics, 1f nothing
else, that this situation with regard to imported crude into any
of your refineries does have some impact on your domestic picturel?

A I don't think i1t does.

MR. CAMPBELL: That's all.
MR. PORTER: Anyone else have a questibn of Mr. Wall?
The witness may be excused.
| (Witness excused.)
Aﬁyqne else have any testimony in the case? Any statements?

We will take the case under advisement.
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CERTIFICATE

STATE OF NEW MEXICO )
. a
COUNTY OF BERNALILLC 5 >
I, ADA DEARNLEY, Court Reporter, do herety certify that the
foregoing and attached transcript ¢f proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and

IN WITNESS WHEREOF I have affixed my hand and notarial seal

D this 2« % day of October, 1957.
Notary Public-Court Repgﬂer
My commissi_on expires:
June 19, 1959.
~
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