
STATE um OFFICE 

MIM>RAIIKM 

June 27, 1956 

TO: THE COMMISSIOFJER (For lnforsation) 

FROM: WILLIAM 0. JGRBAH, Legal Division 

Following Mr. C. D. Fleet*• call to tho Commissioner this morning, 
Mr a. Rhea, Mr. Bilberry, Nr. Downs aad myself, along with Mr. Warren Nankin 
of the OCC, called Mr. Fleet retrain*; their proposed unitization of leases 
B-11297 (Penrose lease) and 1-51*0-1 (Aitec Oil Company's leaee). 

Mr. Fleet stated that at first they were drilling for gas on the 
Penrose lease and therefore needed a eoaasuniti&ation, but they vent ahead 
and drilled the well and it turned out to be an eil veil. Be etated that 
they vented the unitlsation so they could treat this all as one lease, 
credit production to one lease, etc. 

1 told hist that I doubted that this office or the OCC could approve 
a unit under these circumstances where 1% was not in the interest of conserv­
ing oil and gas, and asked his if what he really wanted was to coaaringle the 
oil froa these two veils, and he said, "Yes, that was actually what they 
wanted to do." 

I told bin that Mrs. Crook, as he knew, had already given him a 
letter authorizing that, and it was agreed at this conference that he would 
submit one royalty statement listing both leases and the portion to be ac~ 
credited to each one (all acreage involved in both leases is common school). 

Warren Nankin then advised ala that, since the GoaseiBsioner and 
both lessees bad agreed to the eoasaingling of the oil in a common tank 
battery, the OCC would approve eeae and would require the report to be sub­
mitted, designated as 1 through a wslls and designated as 11,297, being 
Penrose and Attec. Mr. Fleet's attention was called to the fact that notice 
of Intention to Drill on well Xo. ft stated that it was being drilled on lease 
B-11,297, when, in fact, the veil is located on lease E-5146-1. 

1 asked Mr. Float what he wasted us to do with the proposed unit 
agreement which he had submitted — whether he wanted it returned or filed 
as a Miscellaneous Instrument, Inasmuch as neither the Coassissioner nor the 
OCC would approve saa*. Ee requested that his $10.00 fee be applied to filing 
this instrument as a Miscellaneous Instrument. He ls returning the two copies 
to us that were formerly returned to him. This should clear the situation up. 

cc: OCC, Mrs. Crook, Mrs. Rhea 
and Mr. Bilberry 

W0J:EM 

ikJ'^S'j c<p 0 tf 

wiiliaa 0". Jorl 
Attorney, Legal Division 
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, ' . . . NEVILLE G.PENROSE,INC. > f f 

-' FAIR BUILDING -. ' ^ 

^ F O R T W O R T H 2 , T E X A S 

' '••-•> , ; i > I Q June 6, 1956 / 

New Mexico O i l Conservation Commission At tn : M r . A . L. Porter, Jr. 
P . O . Box 871 Secretary Director ^ j _ / 
Santa Fe, New Mexico 

I 
Re: Magruder State Lease, SE/4, Section 28, T-20-S, R-36-E, Lea County, New Mexico, 

New Mexico State Leases B-l 1297 and E-5146 ~ 0 ( 

Gentlemen: 

In July 1954, our Magruder ^1 was completed as an o i l we l l f lowing 46 bbls. of o i l in eleven hours. 
Prior to the commencement of this w e l l , we had anticipated obtaining gas production, and, therefore, 
had made arrangements to communitize the SE/4 of Section 28 w i th the Aztec O i l and Gas Company, 
who at that time were the owners of the State Lease covering the N E / 4 SE/4 of Section 28 . Because 
of the proposed communit ization, Aztec O i l and Gas bore one-fourth of the cost of d r i l l ing this w e l l . 
Subsequent to the discovery of o i l , three addit ional wells for o i l were dr i l led in a l l of which Aztec 
bore their proportionate share of the cost. We have repeatedly attempted to obtain permission to com­
munitize the SE/4 of Section 28, but in a letter dated Apr i l 24, 1956, the State Land Of f i ce denied 
our request. 

Inasmuch as a l l production since the completion of the first wel l has been handled in a common tank 
battery, and since our request for pooling the acreage has been denied, we respectfully request an 
exception to Rule 309-A, in order that production from the four wells on this lease may be commingl­
ed and produced into common tankage. In support of this request, the fo l lowing is offered: 

1 . Both State Leases are dedicated to Nev i l l e G . Penrose, I nc . , Aztec O i l and Gas, Broseco 
Corporation and John B. Rich. 

2 . The wells are producing from a common source of supply. 
3 . No more than the four wells now producing w i l l be completed on this lease. 
4 . A l l owners of adjoining o i l and gas leases have been not i f ied of our intention to request this 

exception as noted by copy of registered letter at tached. 
5 . A letter from the State Land Commissioner approving the commingling of o i l from the two sep 

arate State Lease is at tached. 

If there are no objections to this request wi th in th i r ty days, we w i l l appreciate your approving our ap­

p l icat ion for exception to Rule 309-A . 

Very t ruly yours, 

John P. McNaughton 

JPM:gc 
cc: Aztec O i l & Gas Company 

Dallas, Texas 



NEVILLE G. PENROSE, INC. 
18 I S FAIR BUILDING 

F O R T WORTH 2, T E X A S 
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I 1 . A Z T E C O I L & G A S C O M P A N Y 

920 MERCANTILE SECURITIES BUILDING 

D A L L A S 1 ,TEXAS 

QO' IA IAN B. DAVIS 
S E C R E T A R Y A N D G E N E R A L A T T O R N E Y 

June 8, 1956 

New Mexico Oil Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Attention: Mr. A. L. Porter, Jr. 
Secretary-Director 

Re: Magruder State Lease 
SE£ of Sec. 28, T-20-S, 
R-36-E, Lea County, N.M. 
New Mexico State Leases 
B-11297 and 

Gentlemen: 

Reference is made to application dated June 6, 195-6, by Neville 
G. Penrose, Inc. for approval of a common tank battery for the o i l 
production from the SEg- of Section 28. 

We, as non-operator and an undivided one-fourth owner of the 
production of o i l from the SE^ of Section 28, concur i n the above 
mentioned application and recommend i t s approval by the Commission. 

With thanks, I am 

QBD:NL 
cc - Mr. John P. McNaughton 

Neville G. Penrose, Inc. 



June 1, 1956 

Neville 0. Penrose, Inc. 
Fair Bldg. 
pt. Worth 2, Texas 
Gentlemen: 
Pemi..ion !• hereby granted to cr i n g l e oil Produced 
from well, located In SlA of Section 28 T-20-S, R-36-E, 
Lea County, lew M«*ioo, State Leasee B-11297 and E-5146. 
Thl. acreige in both lea.e. will be credited to Common 
School.. 

vhan resortins prodtuetion on ow Production and Royalty 
£a?e«^f JS- P£S-U1-* plHM ccbine production on 
the SLO showing both leaee nwabers. 

Sinaerely your., 

I. S.WALKBR m t t 

COMMISSIOlfER OP PUBLIC LANDS 

LC:SSVtmb 

oo: Oil Conservation Coauaieaion 


