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App l i ca t i on of N e v i l l e G Penrose , Inc. , f o r an order 
grant ing an exception to Rule 309 (a) of the New Mexico 
O i l Conservat ion C o m m i s s i o n Statewide Rules and 
Regulations i n the grant ing of p e r m i s s i o n to t r anspor t 
o i l f r o m the lease on which i t is produced to a tank 
ba t te ry located at a point other than on said lease. 

Appl ican t , i n the above-s tyled cause, seeks an order 
grant ing p e r m i s s i o n to t r anspo r t o i l produced f r o m the 
Vacuum Poo l f r o m i ts Scharbauer No. 1 Wel l located 
i n the N E / 4 N W / 4 of Section 25, Township 17 South, Range 
35 East , Lea County, New Mex ico , to a tank ba t te ry 
located i n the SW/4 SW/4 of SEct ion 24, Township 17 
South, Range 35 East , Lea County, New Mex ico . 

Case No. 1061 

B E F O R E : 

W a r r e n W. Mank in , Examine r 

TRANSCRIPT OF HEARING 

E X A M I N E R M A N K I N : The next case is Case 1061, the appl ica t ion of 

Nev i l l e G. Penrose Inc. f o r an o rder grant ing exception to Rule 309 (a). 

MCNAUGHTON: I w i l l be the only witness this m o r n i n g . 

JOHN MCNA UGHTON 

cal led as a wi tness , having f i r s t been duly sworn , t e s t i f i ed as f o l l o w s : 

M C N A U G H T O N : I a m John McNaughton, Vice -Pres iden t of Nev i l l e G. 

Penrose, Inc . pe t ro l eum engineering graduate of Colorado School of Mines . 

I have been ac t ive ly engaged i n var ious phases of the o i l business f o r the 

l as t ten years and have t e s t i f i e d before the Commiss ion before . 

M A N K I N : Qual i f ica t ions are accepted. 
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MCNAUGHTON: The N e v i l l e G. Penrose, Inc. , Scharbauer No. 1 was c o m ­

pleted on F e b r u a r y 26, i n the San Andres pay i n the Vacuum Pool and w i t h a 

potent ia l of 35 ba r r e l s of o i l per day. Th is is a 40-acre lease, being i n the N E / 4 

N W / 4 of Section 25, 17 South, 34 East 38 East , excuse me , Lea County; I 

bel ieve that is a typeographical e r r o r , I bel ieve i t is 34 East . 

M A N K I N : I believe your o r i g i n a l appl ica t ion said 35 East , which would be i n 

the Vacuum Poo l . 

MCNAUGHTON: I w i l l have to read these copies. I t is 35 East , I have the 

o r i g i n a l copy here . W i l l you please make that c o r r e c t i o n on the exhib i t . Because 

of the t e r r a i n d i f f i c u l t i e s , i t appeared i m p r a c t i c a l to locate the storage tanks at 

the w e l l s i t e . There was a l oca l depress ion at that point and the o i l would not 

gravi ta te to the pipel ine and ra ther than locate the storage tanks at a f a r t h e r distance 

f r o m the pipel ine we set the tanks on our Southern State lease, located i n the SW/4 

SW/4 of Section 24, 17-35. These storage tanks are located i n the tank ba t te ry w i t h 

the Southern State Tank ba t te ry , but they are not connected i n any way, there is no 

des i re on our pa r t to commingle the o i l . We discussed this mat te r w i t h the Texas -

New Mexico P ipe l ine Company, who is taking the o i l , and i t was the i r desi re that 

we locate the tanks at this point . Other than that there is no reason f o r us to set 

these tanks across the lease l i n e . Our only reason f o r requesting this exception to 

Rule 309 is a ma t t e r of convenience. F o r the reason set f o r t h , we request and excep­

t i o n to this r u l e . A r e there any questions? 

M A N K I N : M r . McNaughton, to c l a r i f y your point , i n other words there is no 

comming l ing A l l this p a r t i c u l a r request is - Rule 309 states that i t shal l be measured 

on the lease and the re fo re since i t w i l l not be measured on the lease, you are requesting 

this exception to c o m m i t measurement on another lease f o r ease of operat ion into the 
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pipe l ine . 

MCNAUGHTON: That 's c o r r e c t s i r . 

M A N K I N : Have you requested p e r m i s s i o n of the New Mexico State Land O f f i c e 

f o r sett ing this tank ba t te ry f r o m a patented lease on a state lease? 

MCNAUGHTON: The only request we have made is the one which came to you 

under cover of our M a r c h 12th l e t t e r , wh ich you have before you as an exhibi t . 

M A N K I N : You have not requested such convenience f o r your operations f r o m 

the State Land O f f i c e to p e r m i t the m e t e r i n g and measurement of o i l on a State 

lease, f r o m a patented lease then? 

MCNAUGHTON: No, s i r , we have not. 

M A N K I N : Would you be agreeable to requesting such operat ion to the New 

Mexico State Land O f f i c e at Santa Fe, so that they are aware o f - - t h a t the o i l 

which w i l l be measured on this State lease is not State p rope r ty or not State o i l 

and not subject to r oya l t y so that they are aware of that p a r t i c u l a r s i tua t ion . 

I a m sure i t w i l l be a rout ine procedure . Would you make such a request? 

S e n d a copy of that to the Commiss ion and when they grant you that p e r m i s s i o n , 

they w i l l l i k e w i s e , of course , n o t i f y us. 

MCNAUGHTON: A l r i g h t s i r . 

G U R L E Y : M r . McNaughton, you are at present rece iv ing product ion f r o m 

your Scharbauer No. 1 i n this storage tank f o r which you are asking a 

MCNAUGHTON: Unfor tunate ly we are not rece iv ing any o i l . We are endeavoring 

to get some. A f t e r t rea tment there seems to be a mechanical block i n the w e l l and we 

a re not gett ing any o i l at a l l out of the w e l l at th is t i m e , but the w e l l was potent ia l led 

and produced f o r a pe r iod of t i m e . 

G U R L E Y : When was the w e l l brought in? 
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MCNAUGHTON: The w e l l was potent ia l led on Feb rua ry 26th. 

G U R L E Y : And i t has not produced since that t ime? 

M C N A U G H T O N : Yes , i t has produced some o i l since that t i m e But not a f u l l 

tank of o i l has been produced since that t i m e . 

G U R L E Y : But you have been producing i t since that t ime into this pa r t i cu l a r 

storage tank? 

MCNAUGHTON: That 's c o r r e c t . 

M A N K I N : Is there quest ion of the witness i n this case? D i d you w i sh to enter 

this copy of the plat and of the appl ica t ion as an exhib i t? 

MCNAUGHTON: Yes , s i r , w i t h the c o r r e c t i o n noted on the loca t ion . 

M A N K I N : This is the same as your appl icat ion so there would be no need to 

m a r k this as exhibi t No. 1. 

MCNAUGHTON: That 's r i g h t . 

M A N K I N : IS there any f u r t h e r question of the witness i n th is case ? I f not, 

the witness may be excused and we w i l l take the case under advisement. 



S T A T E OF NEW MEXICO ) 

) 
COUNTY OF SANTA FE ) 

I , Joan Hadley, do hereby c e r t i f y that the foregoing and attached t r a n s c r i p t 

of proceedings before the O i l Conservat ion Commiss ion Examiner at Hobbs, 

New Mex ico , is a t rue and c o r r e c t r e c o r d to the best of m y knowledge, s k i l l 

and a b i l i t y . 

Dated this 25th day of May, 1956. 


