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In the matter of the application of Phillips
Petroleum Company for an order granting approval
of the ,est Ranger Unit embracing 1520 acres,
moreor less, in Township 12 South, Range 3L
East, lea County, New Mexico.

e S Nt S N St B

Apglicant, in the above-styled cause, seeks an
order granting approval of its unit agreement
for the development and operation of the West
Ranger Unit consisting wholly of State of New
Mexico lands and embracing All of Sections 23
and 26, W/2 Ni/L Section 2L, NW/li Section 25,
‘Tovnship 12 South, Range 3L East, Lea County,
New Mexico; sald agreement having been entered
into by Fhillips Petroleum Company as operator
and the Texas Pacific Coal and 0il Company.
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Case No., 1057
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BEFCRE :
Warren V. Mankin, Examiner

TRANSCRIPT CF HEARTRG

EXAMTNYR MANKIN: The next and last case on the docket today is Case No,
1057, waich is the application of Phillips Petroleum Company for an order granting
approval of the West Ranger Unit, embracing 1,520 acres, mre or less, in Township
12 South, Range 3L East, Lea County, New Mexico.

- MR, JONES: The appearances for tne applicant, Phillips Petroleum Company,
are A. M. Schiemenz, Charles F. Keller, k. 3. Johnston, and Carl w. Jones, all of
Midland, Texas. Mr. Examiner, we would first like to introduce the applicant's
Exhibit No. 1, the executed original of the proposed unit agreement. Now a2 copy
of that is attached to the application as an exhibit. If it is agreeable we would
like permission to withdraw the original after the hearing. e have other copies,
if you would like for us to furnish other copies to the Commission. However, the

application contains as an exhibit, a fully executed copy.
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MR, MAOKIN: You wish to withdraw this fully executed copy and put in its
place the one that was oreviously submitted with your application?

v, JON=S: Yes, sir, if that ic agreeable and any other copies that you
might desire. But we would like, if it can be done, to have the executed orig-
inal back.

¥R. WUTTER: We will need an executed copy, however,

MR. JCH8: Yes, well there is an executed copy attached to the application
and we have any number of other executed coples that you might need, if you want
more copies.

e, NANKIN: Just one will be satisfactory.

¥R, JC.%%: We introduce that then as applicant's BExhibit mo. L. e also
introduce as applicant!s Exhibit WNo. 2, the executed original of the operating
agreement for the West Ranger Unit. We likewlse, if it is agreeable, ask the
Commission tc substitute for that, at the conclusion of the hearing, an executed
copy oi that agreement, and to withdraw the original,

M7, NUTTER: We don't actually need a copy of the worki..g agreement, al-
though we would like to have one, it does not have to be executed.

YR, JOLES: Alright, sir, well, we will introduce then, and leave with you
an executed copy because all of the copies are executed,

MR. AnKIN: Then, we will take from the aprlication as submitted, the
copy of the unit agreement as executed, but not the original execution, but
merely a photostat of that, and mark that Exhibit Mo, 1 and a copy of the working
agreement will be marked as Exhibit Yo. 2. Is there objection to entering these
two exhibits, Nos. 1 & 2? If not, they will be so entered. Proceed, Mr, Jones,

L., ¥, SCEIEMEINZ

called as a witness, having first been duly sworn, testified as follows:
By kr, Jones:
C. FIr. Schiemenz, you are employed by Phillips Petroleum Company, as its

Division Ceologist in Midland, Texas, is that correct?



A. That's right.

Q. And in that position, you have under your supervision Lea County, New
Mexico?

A, Yes,

Q. DNow, lr. Schiemenz, I believe you have not previously gqualified and
testified before this Commission as an expert witness, is that correct?

L. Yes,

¢. I wonder if you would then outline for the benefit of the Examiner and
the Commission your education and work experience and qualifications as a geologist,
please, sir?

A. Tour years of bachelor science study at Texas vwestern College, graduated
in 1948, went to work for Phillips Petroleum Company at that time and have been
employed by ¥hillips Petroleum Company ever since, I have been in the Midland
Division of Phillips Petroleum Company since 1950, which Lea County is under the
Jjurisdiction of the Midland Division.

MR, YalKIN: GQualifications are accentable,

G. Fr. Schiemenz, are you familiar -sith the oroposed unit plan of the West
Ranger Unit wanich is the subject of this application?

A. Yes, I am.

Q. Are you familiar with the unit agreement which has been executed and
here offered in evidence as the applicant's Fxhibit No., 17?

A. Tes.

®. Have you made any study of the area which is the subject of the pro-
posed unit agreement and of the proposed west Ranger Unit.

A. I have,

G. In connection with that study, ¥r. Schiemenz, have you prepared a map
of that area znd the unit area?

A. TYes. A seismic geophysical map has been prepared of the unit area,

Q. was that map prepared under your supervision and direction?
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A. It was.

G. e then offer in evidence as the apglicant's Exhibit wo. 3, the struc-
ture map referred to by this witness.

MR. NAN%IN: Do you desire to have this ---

MR, JCY¥%S: Yes, sir, I offer that in evidence as the applicant's Fxhibit
Ho. 3.

Q. How, will you explain again how that map was prepared, Mr, Schierenz,
and what it shows?

A. The map was prepared by geophysical methods on a reflecting horizon
which we have every reason to believe is Devonian in age.

€. Vhen was that seismic survey made?

A. Acproximately a2 year to a year and a half ago,

¢. Now, will you state for the record, the wells ~snich have been drilled
within the vicinity of the proposed West Ranger Unit and what horizon they wer e
drilled.,

A. Tne shallow tests in the imrediate area have been as follows: The Lowe
No. 1 Skellv State in Section 22, 12 South, 3L East, total decth 5780 in the
Glorieta. 7The Mascho No. 1 Tide iater State in Section 18, 12 South, 3l East,
total depth 5175 in San Andres and the Holmes No. 1 State in Section 18, 12
South, 3l East, total depth 2200, nossibly Rucler in ase. The deep test shown
on the vlat area is the Sunray-lid-Continent Mo, 1 East Fagley Unit in Section
9, 12 South, 3l East, which was at a total depth of 13,150 feet in the Tevonian
and was plugged back and completed from the tolfcamp.

G. Alright, now the only DJevonian test then that has been drilled anywhere
in the vicinity of that is to the north?

A. As shown on the plat, yes.

G. Is it your opinion that the structure map which is in evidence as

Exhibit so. 3 is the best inforrmation available at the present time as to the

possible structure of the Devonian formation and the proposed west Ranger Unit



and its vicinity?

A. That is our belief, yes.

G. Now, based upon that information, is it or not your opinion that the
proposed West Ranger Unit contains substanitally all of the productive formation
in the Devonlan according to the information now available?

A. Yes, that's irue.

Q. And does the proposed unit area then embrace substantially ail of the
geological feature which is shown on Exhibit o, 32

L, Yes,

¢. Are you familiar, Mr. Schiemenz, w=ith the drilling obligation iwposed
by the unit sgrcement?

A. Yes.

Q. %Will you state briefly what is the projected depth?

A. 13,100 feet,

G. 1Is it your opinion, according to oresent information that that will
constitute an adequate test of the Devonian formation?

A. Yes,

Q. It it then your opinion that the drilling obligation imposed by the
unit agreement will constitute, according to the information now availaovle, an
adequate test of the formation, Devonian formation that is, in this vicinity?

A, Yes, we believe so.

% Is it or not your opinion thiat the proposed unit plan, for which approval
is heresought, will promote the conservation of 0il and gas and better utilization
of reservoir cnergy in the Devonian formation, and thereby prevent waste?

4. TYes, we believe so.

Q. Do you have an opinion as to whether or not the unit agreement in
evidence here as applicant's Exhibit No. 1, will permit the area to be operated
and develoved in the interest of conservation cf oil and gas and the prevention

of waste thereof?



A, Ve feel that 1t will, yes.

@. Do you have an opinion as to whether or not under the proposed unit plan
and the proposed unit agreement, the State of New Mexico, as rcyalty owner, will
receive its fair share of the recoverable olil and gas in the place and area?

4. Yes, we think they will.

¢. Now realizing full well of course that this is a decision which ultimately
must be made by the (il Conservation Commission and by the Cowmmissioner of Public
Lands, is it or not your opinion that in other respects the proposed unit plan
and the unit agreement is to the best interest of the :ttate of lew Mexico?

A. Yes, we think it is,

Q. TZoes the Examiner have any questions of this witness?

MR, MANXIN: The only guestion I have is, is this all state land?

A. Yee, it is all state land.

MR, MANYIN: I notice from your prospect mapr that there is some lands in
Section 1l and Section 35 that are not contained within the unit which I believe
are likewise Ztate Lands, are they not?

A. Yes.

MR, MANYIN: Those were not included in this groposed unit?

A, 4o, they weren't.

MR, MANKIN: And yet it appears that your structure as you have picked it
here is more realistic and does not include the acreage in 1l and 3%5. .hat was
the reason that it was not contained in tae proposed unit?

A. we feel that the bounds of the unit outline as snown on the enclosed
plat here 1= substantially within the vounds of the top closing contour of the
structural interpretation and that is the area which we think is most potentizlly
productive in this immediate area. e can show no closure on the west side of
the picture.

Mr. “WANKIN: But there is scme closure in Section 1lli, is there not?

L. ¥o, Sir, there is no closure in Section 1L.
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MR. MANKIN: I see. So that is as realistic picture as you can pick at
tnis time without further development?

A. That's correct,

¥R, NUTTER: There is approximately a li0-acre tract in Section 25, however,
that is within the closure, is that correct?

A. We feel possibly, yes.

¥R, WUTTER: However, the unit agreement does provide for the expansion of
the wnit area at a later date if deemed advisavle.

1. Thnat's correct.

“R. NUTTER: DMr. Schiemenz, another question 1 have, you stated that your
proposed derth of this well was about 13,100, Now would that be a point 200 feet
into the Devonian? |

A, That would be approximately 200 feet into the Devonian. Cur estimated
top of the Devonian is 12,900,

MR, NUTTER: That's all I have,

¥R, JOW:S: I mignt mention that we intend to bring out by the next witness
that all of the royalty is common school lands.

MR, »A¥7IN: Is there further question of the witness in this case? If
not, the witness may be excused. Did you wish to enter rxhibit No. 3 in evidence?

¥R, JON'S: We wish to enter Exhibit No. 3 now.

ME, MuNKIN: Is there objection to entering Exhibit o. 3 in this case?

If not, it will be so entered, {

CHARLES F. KELLER

called as a witness, firthaving been duly sworn, testified as follows:
by lir. Jones:
Q. You are Charles F. Keller?
A. That is correct.
Q. And you are employed by fhillips Petroleum Company as its Division Land

Man in Midland, Texas?



A. Yes, sir.

Q. As such, is Lea County, New Fexico, under your supervision?

A, It is.

(. Are you familiar with the proposed West Ranger Unit which is the sub-

ject of this acplication?

G. As a matter of fact, you negotiated the agreement with the other inter-
ested parties,is that not correct?

A. That is correct.

fi. Who are the working interest owners within the prorosed unit area?

A. There are only two. Phillips Petroleum Company and Texas Pacific Coal
and 01l Company.

Q. DYow, have both of those worxing interest ouners executed the agreement?

4. Yes, they have,

(). who owns the royalty within the wnropsed unit area?

L., BState of New Mexico,
L. And to which fund does it belonz?

L. The Common school land fund,

(T

¢. 4ll of it belongs to the -----

A. That is correct.

. Has the proposed unit agreement been presented to the Commissioner of
Public Lands asking his approval?

4. Yeg, it has.

G. “To your knowledge, has he acted on that yet?

A+ &o, ne has not,

. 111 you read intc the record the lands which are included within
the oroposed unlt area?

A. ALl of Section 23 and 26, the w/2 i/l of Section 2L, the Wa/L of

Section <5, all in Township 12 South, Range 3l East, Lea County, new sexico.



G. liow -loes the unit agreement provide for expansion and contraction of
the proposed unit area?

A, Yes, it does;

G. However, the only provision for contraction in the unit is in the event
of failure or loss of title for some reason, is that correct?

A, That is true,

Q. Are you familiar with the form of other unit agreements which have
recently been auproved by the 0il Conservation Commission and by the Commissioner

of Public Lands?

G. Wow, vith necessary changes, vecause of the different lands, does the
proposed ¥est Ranger Unlt Agreement contain substantially the provisions which
have been a:ciroved and required by the (11 Conservation Commission and by the
Commissicner of rublic lands for similar unit agreement?

A. Yes, it does.

Q. Now does the proposed unit agreement preport to contain any provisions
which would restrict the 0il Comservation Commission in its statutory duty of
rezulating tnhe unit area and regulating proauction from the unit area?

A. xo, 1t does not.

(e Who 1s designated as operator of the unit?

&, 2hillips Petroleum Company.

Q. Now, do the provisions of tne Unit Agreement give the unit operator
am:le authority to carry on all operations and development of the unit area which
are necessarv ror its purposes sudject, of course, to the applicatle rules and
regulations o7 the Commission.

A. Yes, 1t does.

C. In your opinion, Mr. Keller, will the proposed unit agreement and the

unit plan promote the conservation of oil and gas and betier utilize the reservoir

€rergy and thereby prevent waste?
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A. Yes, T think it will.

G. Dces the unit agreement permit the area to be developed in Gthe interest
of conservation of oil and gas and the grevention of waste?

4. Yes, 1t does,

G. In your opinion will the State of “ew lexico and the commcn school fund
which is the royalty owner of all of the lauds in the unit area receive their
fair share of the recovernble oil and gas in place?

A. Yes, I think they will.

G. Recognizing again that the decision must be made by the Commission and
by the Jommissioner of Public La-ds, is 1t though vour opinion that in other res-
nects the unii agreement and the unit plan is in the best interests of the State
of Vew Mexico and the common school func as royalty o-mer?

&, Yee, I think it is.

§. Toes the Examiner have any quesiions?

M, NUTTER:  Mr. Xeller, 1 believe you stated that you haven't --- that the
Commissioner of Public Lands has not acted on this unit agreement as yet.

4. Yot to my knowledge.

R, AUMTR: I presume though that you have obtalned agproval, preliminary
approval, as to form and contents of the unit agreement?

4. Yes, we sure have.

¥R, JUTTFR: 4nd 100% of the working interest owners are comritted to the
unit agreement?

A. That 1is correct.

MR, MUT FR: Mr. EKeller, would Fhillips Petroleum Company as unit overator
be willing to submit to this Coimission a pericdic statement of wrogresc that is
being made in the unit area as to develovment?

A. TYes, I am sure we would.
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MR, WUPT Pr The unit agreement contains a segregaticn clause, is ihat

correct?

-l

b
¥
.

it does contain it, yes, sir.

[

)
e

Jer%S: I have just been informed that the Commissioner of rublic Lands
has approved the unit agreement waich is the subject of this application on
March 20 as to form and content. The ap-roval as 1 understans it was as to form
and content and was a preliminary approval and i1t has not been executed by the
Commissioner but it was approved as to form and content on March 20, 1956. That

is all of the evidence we have to offer,

{I¥: Is there further questions of tne witness in this case? The
witness may be excused,

¥R, JOMMSs lMr, Fxaminer for the convenience of the Commission and in the
event the Com-ission sees fit to grant the application, we have prepared a pro-

~

oged order. 1 mizht point out that in that oroposed order, if the Commicsion

'3

grants the avplication that we have included a paragraph 6 in the effect that the
agreenment may be executed by any parties who are not signatory thereto after the
avproval has been given. Now thet ic found in other orders and was included for
that reason. Actually, it has been executed by all of the working interest owners
and the only royalty owner is the State of .iew Mexico, so possibly that is not as
applicable in this order as it would be in others. e also call attention to the

fact paragragh 5 and 7 of the proposed order were -repared on tae a

EERERR N NP
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w

the Commission might approve the agreement, if it does, before the Comnissioner
of Public Lands signs it, Now that probably would have to be altered somewhat if
the Commissioner of Public Lands executed it before the Commission approves the

application, if it does.,

“KIN: There is no expiration date where there is a radical tire in-

volved here where it would --- an ewmergency might exist ?
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1, JOT 2 There 1s a drilling obligation,

¥IN: Drilling obligation bv June 15th.

MR, JGT S: June 15th.

¥R, MAYKIN: That is the only pertinent -—=---

¥R, JON73: That is the important date, yes sir.

¥R, MAJKIN:  Are there any statements in this particular case? 1If ihere
is nothineg fTurtier, we will take the case under advisement and the hearing is

adjourned.

STATE OF WNE« MEXICO )
) S8,
CCUNTY OF SANTA FE )

I, Nancy Chowning, do hereby czertify that the foregoing and
attached trenscript of proceedings before the Cil onservation Commission
Examiner at Zanta Fe, New Mexico,is a true and correct record to the bes
of my knowledge, skill and ability.

Dated this 10th day of May, 1956,
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In the matter of the application of Phillips
Fetroleum Company for an order granting approval
of the Jest Ranger Unit embracing 1520 acres,
morcor less, in Township 12 South, Hange 3L
East, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an
order granting approval of its unit agreement
for the development and operation of the west
Hanger !nit consisting wholly of State of New
¥exico lands and embracing All of Sections 23
and 26, W/2 Wi/l Section 2L, N¥/L Seetion 25,
Townehip 12 South, Range 3L Fast, lea County,
Heu Mexicoj; said agreemeni having been entered
into by “hillipe Fetroleum Company a8 opsrator
and the Texas Paciflec Coal and Cil Company,

B2 &R BROR S BRSO EERREDEE RN

Case No. 1057
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ATFONL s
wHrres .. Fankin, Examsiner

TRANSCR (PT CF HFAL NG

TXAFTIER ¥AYKIM: The next and last case on the docket today is Case mo,
1057, which is the application of Phillips Fetroleum Lompany for an oruer pranting
approval of the vest Hanger Unit, embracing 1,520 acree,vore or less, in lownship
12 South, Range 3L Kast, Lea Couniy, hew Mexico,

HME, JONES: The appearances for tie applicant, rhlillips Peuroleus Company,
are A, . Schiemens, Charles ¥, ieller, K. 3, Johnston, and arl ., Joues, all of
¥i4lan+, Texas, Mr, Fxamlner, we would irst like to iantroduce the applicant'se
Exhibit Yo, 1, the executed original «f the proposed unit agreement, JNow a copy
of that is attached to the application ar an exhibit, If it ig agreeable we would
like permirsion to withdraw the original afier the hearing. e have other copies,
if you would like for ue to furnish other copies to the Cormisslon, ‘liowsver, iie

application containe ae an sxhibit, & Dully execuiled copy,



i, MaNKINt You wish to withdraw this fully exscuted copy and put in ite
place the one that was sreviously submitied «ith your application?

¥R, JoKFS: Yes, gir, if that lrz agreeable and any other copies that you
might desire., BPut we would like, if it can be done, to have the executed orig-
inal back,

MR, WITTER: We will need an execuied copy, however,

M. JOVEr Yes, well there iz an executed copy attached to the application
and w8 have axy number of other execuled copiss that you might need, if you want
more copies,

MR, MANYIN: Just one will be satisfastory.

¥R, JOYES:  we introduce thut then ae applicent's Exhinit do. 1. e also
introduce as applicant's Ixhibit No, 2, the executed orizinsl of the operating
agreement for the West Ranger Unit. Wwe likewlse, if it is agreeable, sak the
Commission to substitute for that, at the conclusion of the hearing, an executed
copy of that agreement, and to withdraw the original,

¥R, NUTTER: we don't actually need & copy of the worki.g agreement, al-
thouzh we would like to have one, it does not have to be executed,

R, JOHEBy  Alright, sir, well, we will introduce then, and leave with you
an executed copy becsuse all of the copies are executed,

MR, MaNKRIH: Then, we will take from the application sz submitted, the
gopy of the unit arreement as executed, but not the original execution, bLut
merely a photostat of that, and mark that Fxhivit o, 1 and a copy of the working
agreement will be mariked as Exhidit Neo. 2, Ie there objection to entering theme
two exhibits, Noe. 1 & 27 If not, they will be aa entered. rroceed, Mr. Jonea,

hy M, SCHIEMRY -

called az a witneeeg, having firet beer duly sworn, testified as followa:
By Mr. Joness
L. ¥r, Senismens, you are employed by Phillipe Petroleum Company, as its

Mvision feologlet in Midland, Texas, is that correct?



“e That's right.

0, 4ind in thet position, you have under your supervision lasas County, Hew
¥exico?

L. Yes,

G, Yo, Hr, Schismens, 1 believe you have not previocusly qualified and
teetified before this Commiseion as an expert witness, 1s thai correct?

L, Yes,

L. I wonder 1f you would then oulline for the benefit of the Examiner and
the Commission your education and work experience and qualifications as & geoclogist,
please, sir?

4, Four yesrs of bachelor sclience study at Jexas western College, graduated
in 19L8, went to work for Fhillips Fetroleum Company at that tisme and have been
ermnloved by “hillips Petroleum Company ever since. I have been in the Midland
Mvision of Phillips Petroleum Company since 1950, which Lea County is under the
Jurisdiction of the Midland DMvieion.

M, #ANKINy Cuslifications are accepiable,

C. FHr, Schiemenz, are you familiar -:th the propossd unit plan of the Yest
fanger Unit which 12 the subject of this application?

(s Yovr, I am,

C. Are you familiar with the unit agreemsnt uhich has teen executed and
here offared in evidence as the applicant's Exhibit No, 17

A, Yes,

Q. liave you made any study of the area widch is the subject of the pro-
poged unit agreement and of the proposed west Ranger Unit,

A, 1 have,

C. In conmection with that study, ¥r. Sohiemens, have you prepared a map
of tnat area and the unit area?

A, Yes, A seismic geophysical mep has been prepared of the unit area,

C. wag thaet map prepared under your supervision and direction?



A, It was,

¢, e then offer in evidence as the applicant's Extibitv so. 3, the struc-
ture uwap referred to by this witness,

wR . VANKIN: Do you desire tc have this ew=

Wi, JONES: Yes, sir, I offer that in evidence as the applicant's Fxhibit
Ho, 3.

¢, How, will you explain apain how that map was prupared, Mr, Schiesens,
and what it shows?

A. The map whe »reparad bY geophy#ical methods on a reflecting horison
+hich we have every reason to believe is Nevonian in age,

Cc. when wasg that selsmic survey made 7

A, Approximately a year to a year and & half ago.

¢, Mow, wWill you rtate for the record, the wells .cich have bLeen drilled
within the vicinity of the proposed dest nenger Unit and what borizon tiey wer @
drilled,

4. The shallow tests in the imrediate area have been as foliows: The Lowe
uo. 1 Skellv State in Ssetion 22, 12 Soulh, 3L East, total deoth 5780 in the
Olorieta. The Hascho No. 1 Tide water State in Section 18, 12 South, 3L Fast,
total depth 5175 in San Andres and the Holmes No. 1 State in fection 18, 12
South, 31 Fast, total depih 2200, noseibly “urler in aue, the deep test shown
ov the vlat asres is the Sunray-Fid-Continent fio, 1 Tast "sgley Unit in Bection
9, 17 Soulh, 3! Bart, which wss at a total depth of 13,150 feet in the Tevonian
and was plucged back and completed from the wolflcamp.

¢. Alright, now the only evonian test then thet has been driiled anywhore
in the wicinity of that ie to ihe north?

t. sm shown on the plat, yes.

¢, Is it your opinion that Lhe structure map wnich is in eviderce a5
rxhibit %o. 3 ie the best inforsation svailatle at the present time ag o ite

possible structure of the Devo.izn formation and the proposed west Ranger Unit



and ite vieinity?

#. That is our belief, yes.

;. ¥Now, baped upon that information, is it or not your opinion that the
proposed wWesi Ranger Unlt contains substenitally all of ihe produotive formation
in the Tavonian according to the informaiion now aveliliable?

4, TYem, that's true,

. And doae the proposged unlt ares t'en embrace substantially zil of the

geological festure whigh is shown on Exnibit to. 32

C. Are you familiar, ¥r, Schiesens, -ith the drilling otligation Luposed
by ihe unit agreement?

A, TYas.

G, ¥%ill you state brlefly what is the projected depth?

A. 13,100 feet,

L. Is 1t your opinion, according to present information that that will
constitute an adequale test of the Deveornlan formetion?

A, Tes,

C. Ie it then your opinion that the drilling obligstion imposed by the
unit agreewent will oonstitute, according to the information now available, an
adequate tezt of the formation, Devonian formation that i, io this vieinity?

4. Yes, w8 balieve so,

Lo 1Ie it or not your opinion t &t the proposed unit plan, for which approval
i= herascught, will promote the consservation of oll and gas and beiter utilisation
of recervolr anergy in the Tevonian formation, and theredby prevent waste?

k. Yez, we believe so,

Q. To you have an opinion az to whether or net the unit agreemsnt in
evidence here as aprlicant's Bxhibit No. 1, will permit the area to be operated
snd devaloped in the interest of conservation of oil and gss and the prevention

of waste thareof?



A, ¥e feel that it will, yes,

G. T you have an opinion as to whether or not under tha proposed unit plan
and the »roposed unit agreement, the State of New Mexico, sr royalty owner, will
receive ity Tair ghare of ¢the recoverable coil and gas in the place and area?

A. Yem, we thirk they will.

Q. YNow reslizing full well of course that this is & decision wnich ultimately
must be made b the 011 Conservation (ommission end by the Comsissioner of Public
fande, is 1% or net your opinion that in otlsr respects the proposed unit plan
and the unit asgreement is to the best interest of the ‘tate of Hew Mexico?

A, Yes, we think it is,

G, ‘oes the Txaminer have any questions of thles wilnersg?

MR, NaW¥IN: The only guestion I hﬁv& ig, is this all state land?

he Yoo, it ig all state land,

R, MANYXIN: I notice from your prosnsct me: rat tiere lg sore landr in
Sectior 1!l and Section 35 that are rot contained within the unit wideh I believe
ars likewise Ftate ‘ands, asre they not?

4, Yes,

MR, HaN¥INs Those were nobt included in this groposed unit?

A. o, they weren't,

MR. WANEIN: And yet it appears that your structure as you have picked it
here ie more realistic and does net includs the acreage in 1l and 35, ubhat wae
the regson that it was not contained in the proposed unit?

A, ve feel that the bounds of the unit cutline as suown on the enclosed
plat here ie substantially within the bounds of the top closing contour of ithe
structural interpretstion and that is the arvea which we think is most potentislly
productive in this irmediale ares, e can show no closure on the weet side of
the picture,

MR, “MENKIY:  But there is sowe clogure in Section 1, is there not?

fa "ny Bir, there iec no closure in Seotion il
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I I see, Eo that iz az rezlistic picture ag you 2an pick at
e hout further developrant 7
e “haotte correct.
Wreveey There s approximstely a Lo~acre tract im Pection ¥5, however,
within the closure, is thst correct?
&, We el posgibly, ves,
M, SUTIFH:  Howvever, the undit agreement does provide for ihe expansion of
s mit area at 3 later date if deemed advisatle,

. That'e correct.

Wi, HUITER: Hr. Schiewenz, another question 1 have, you stated that your
propoged depth of this well wae about 13,1030, How would that be g point 200 feet
into the Devonian?

A. That would be approximately 200 feet into tie levonlan., <ur estimated
top of the Devonian is 12,900,

¥R, NUTT¥R: fThat's all I have,

. JONFFg I might mention that we intend to bring out by the next witness
that all of the royalty is common school lsids,

¥, FAYYING  1s Lhere furiber cuesllon of ihe witnsse in ohis cere’? If
not, the wiilness may be excused, Uid you wieh to enter Txhidit No. 3 in evidence?

YR, JOHTE: Je wish to enter Fxnibil ¥No, 3 now,

M1, MiNKIN: 1s there objection to entering ®xhibit “o. 3 in this case?

If not, it will be so entered,

CHARLET ¥, KLLLER

called as a vitness, fimbhaving bees duly sworn, testified as follows:
by Mr. Joness
Qe You are Charles ¥, Keller?
A. That ie correct,
. And you are employed by ©“nillips Petroleum Cospany ax its Division Land

¥Man in Ridland, Texas?
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A. Yem, eirv.

G, Aes such, is Lea County, New “exico, under your supervision?

A, IV is,

{. Are you familiar with the proposed West Ranger Unit which is (he sube
Jzot of this application?

A. Yes, I am,

Go. i3 a matter of fact, you negotiated the agreerment with the other intere
erted parties,is that net vorrect?

A. Thet is correct.

C. ¥ho are the wor:iing interest ouners within the procosed unit area?

2. There are only two, Phillips Petroleum Company and Isxas lacifie Coal
and Cil Company.

¢, %Now, have Loth of those working lnterest ouners executed tie agreement?

A, Yas, they have,

G. whe owns the royalty witaln the sropsed unit area?

£, Ztste of New Hexico,

Ge ind to which fund doeg it belong?

&, The Common school land fund,

Lo A1 of it belongs 40 the ~wves

4. That is correct,

Ts Har ithe pronosed unit agreement veen presented to the Commiseioner of
fublic tande asking his approval?

£, Yer, it hare,

. To your uncwledge, has he acted on ithat yet?

te Ho, he hae not,

e 111 you read intc the record the lands which are included within
the roposed unit ares?

A, &1 of Section 23 and 26, the w/2 #u/L of Section 2L, the Nw/lL of

Section ¢S5, all in Toweship 12 South, Range 3L Easti, lea lounty, Hew sexico,



C. %ow oes the unit agrsesent provide for expansion and contraciion of
the proposed unit ares?

A. Taz, 1t ‘doee.

(. Ho.aver, the only provision for contraction in the unit is in the event
of fallure or loss of title for zome resson, is that correctt?

A, That is true,

$. 4re you familisr with the form of other unit agreements which have
recertly been a::roved Ly the 1l Conservation Commission and by the Commissioner
of Fublic Lands?

i, Yes, I anm,

¢, ‘iow, -ith necessary changes, because of the different lands, does the
nroposed vest Ranger Unit Agreement contain substantially the provisions «hich
have been a:rroved and required by the Uil Censervation Commisslon and by the
Commiseionsr of “ublic lands for similar unit agreemeni?

A, Yes, it does,

C. liow does the proposed unit agreement preport o contain any provisions
which would restrict the il Conservation Jlomsidsslon in itz statutory duty of
rezulating the unit srea and regulating pro-uction from thie unli ares?

k. o, it does not.

¢, who is designated az operator of (oe unit?

4. “hillips Petroleum Coumpany.

¢, HNow, do the provisions of the Unit Agreement give the unit operator
am:le authority to carry on all operations snd development of te urdt area which
are necemsary ‘or its purposges subjoct, of course, o the apulicable rules and
regulations of the Commission,

A, Tes, 1t does,

¢. In your opiniorn, ¥r, Keller, will the proposed unit agreement and the

it plan wrovote the conservation of oil snd gas and vetler utlilize the reservolr

energy and thereby prevent waste?
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A, Yes, I think it 111,

G. Does the unit agreement permit the area to be developed in the interest
of congervation of oil znd gas and tie jrevention of waste?

ia Yee, 1t does,

¢. In your opinion will the State of lew Fexico and the comwon school fund
which iz the royalty owper of aill of the lauds in the unii area recelve :iheir
fair share of the recover:ble oil snd gis in place?

A, Yes, 1 tnink they will,

¢, Fecognining again that the decislion must be made by the Commizeion and
by the Jommiscioner of Publie Lands, is it though your opinicn that in other res-
pecte the 'mit agreement and the wit plan iz in the best interests of the State
of tdew ¥ericn and the gommon gohool fund as rovalty owner?

A, Yes, T tnink it is.

G. Toes the Examiner have any questions?

¥, HUPTER: Mr, Xeller, I belisve you stated that you haven't --- thal the
Commissionar of Public Lande has not acted on this unit agreement as yet.

&, Hot to my knowledge.

MR, HUTTER: 1 presume though that you have obtaired approval, preliminsry
spprovsl, asz to form and contents of ihe unit agreement?

4e Yex, we sure have,

¥e, YUTTER: 4and 1001 of the working interest ocuners are comritted to the
unit agreement?

A, That is correct,

MR, NUT ¥R: Mr. Keller, would Phillips Fetroleum Comhany a2 wnit operator
e willing ¢o submit to this fo mismeion a perisdic gistement of ;rocros: that is
being made in the unit area asz to develorment?

A, Yea, I am sure we would,
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L ide
e

e unit agreement containa a segregation clause, is that

-

¢ dres contain it, yes, sir.
¢

si78: I have just been informed that the Commissioner of -ublic Lands
ved the unit agreement which is the subject of this applieastion on
/ as to fore and content, Tha ap.roval as 1 understant 1t was as to form
stent and wes & preliminary approvai and it has not been executed by the
Lommissioner but it was approved as to form and conteat on March 20, 1956, That
is 81l of ihe evidence we have to offer.

wi, #ANFINs  Is there further queations of the witnesr in ihis case? The
witness may be excused,

MR, JOES:  ¥p, BExaminer for the convenience of ths Commiesion and in the
event the Comwission peers fit to crant the applicstion, we have prepared a pro-
poged order, 1 =miont peint out that in that ;roposad corder, 17 tha Commi-sion
grants the appliestion that we nhave included a paragraph 6 in the sffeet that the
agreement may be execuled by any perties who are not sigustory therete after the
approval has been given, Nov that is found in other orders and wae included for
that reasen. Actually, it har veen sxecuted by all of the working iuterest cwners
and the only royslty owney is the State of 4Hew Mexico, so possibly that is not ae
applicaule in this order as ii would be in others, »e &l2o call attenticn to the
fact paragrach § and 7 of the proposed order were srepared on the assumption that
the Commizsion might approve ithe agreement, 1f it does, before the C‘omis?ibmr
of Publlec Lande signs it. RNow that probsbly would have w0 e altered somewhat if
the Commissioner of Public Lands executed it before the Commission sppr-ves the
application, if it does,

MR, YaKKIN: There is no exgiration date where there is s radical time ine

volved here where it would ~-- an emergency night exist 7



B, JUNEY _ There 18 a drilling otlipation,

Mo, s TN Deilling oblization by June 15th,

¥R, JON'Sy  June 15th.

¥, HANKIN: That is the only pertinent -e---

R, JORTS:  That is the important date, yes gir,

¥R, MAUXIN: Are there any statements in this particular csse? If there
is nothing furt er, we will take the case under adviscment and the hearing ls

adjourned,

STRPE OF KRS MEXIUN )
) g8,

OUNTY 07 SANTA FF )

1y Nancy Chosning, 4o neresy ertlfy that tie foregoin~ and
atta 'wd transoript of nrocsedings bhefore the Uil  onssrvation Jonaission
Examiner at “anta Fe, New Mexico,is a true and correct record to the best
of my knowledge, skill and ability.

rated this 10th dey of »ay, 19%6,




