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mmtiR THE 
NEW MEXICO OIL CONSERVATION COMMISSION 

HOBBS. NEW MEXICO 
JUNE 20, 1956 

IN TIIE MATTER OF: 2 
0 

CASE 10861 Application of Signal Oi l aad Gas Company for an : 
order granting approval ©f i t s proposed West Ranger g 

Lake Unit Agreement comprising 960 acres, more ©r leas,, in s 
Township 11 South, Range 35 East , Lea County, New Mexico, : 
Applicant., in the above-styled cause, seeks an order grant-s 
ing approval of i t s proposed West Ranger Lake Unit Agree- % 
raeiit; said unit comprising a l l of Section 17, SE/4 Section j 
18 and NW/4 Section 209 Township 11 South, Range 35 East , s 
Lea County, New Mexico, and consisting of 960 acres, more : 
or l e s s , a l l of which are State of New Mexico lands. 1 

0 

BEFORES 

Mr0 Daniel S 0 Gutter, Examiner. 

P R O C E E D I N G S 

MR. NUTTERs The next case on the docket w i l l be 1086, 

application of Signal Oi l and Gas Company for an order granting ap

proval of their West Ranger Lake Unit Agreement. 

MR. CAMPBELL? I f the Commission please, this is an applic 

tion of Signal Oil and Gas Company for the approval of the West 

Ranger Lake Unit Agreement. I am Jack M. Campbell, of Campbell & 

Russe l l ; Eos v e i l , New Mexico, appearing on behalf of the Applicant, 

W. R. A L U K 

called as a witness, having been f i r s t duly sworn on oath, tes t i f i t 

as follows! 

DIRECT EXAMINATION 

BY MR, CAMPBELL: 

Q Would you state your name, please? 

A W* R. Allen. 

1 
1 

a -
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C -"here do you l i v e , Mr. Allen? A Fort ^Vorth, Texas, 

Q By whom are you employed? 

A Signal O i l and Gas Company. 

Q And In what capacity? 

A In the legal department. 

T In connection with your employment by Signal O i l and Gas 

Company, are you acquainted with the proposed u n i t agreement for the 

development and operation of the West Ranger Lake Unit i n Lea Count/, 

yew Mexico? A I am. 

0 I hand you W at has been I d e n t i f i e d as Exhibit A, and ask 

you to state what that i s . 

A This i s a f u l l y executed copy of the Unit Agreement f o r the 

development and operation of the "'est Ranger Lake Unit Agreement i n 

Lea County, Kens? Mexico. 

Q Referring to the Unit Agreement, would you state f o r the 

Commission the area that is proposed to be covered by t h i s Unit? 

A I t w i l l cover AU of Section 17, SE/u. Section 18, and the 

W / k t Section 20, Township 11 ?outh, Range 35 Fast, Lea County, New 

Mexico, 

0. That i s a t o t a l u n i t area of 960 acres, i s i t not? 

A That ia correct. 

G And w i l l you state for the Commission who the working Inter3st 

owners are w i t h i n the proposed u n i t area? 

A The working Interest owners are Signal O i l and Gas Company, 

Humble O i l and Hefining Company, and Gulf O i l Corporation. 

Q noes the Unit Agreement In " x h l b i t A and Exhibit B indicats 

the extent of ownership by each of those working in t e r e s t owners? 
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A I t does. 

Q. And who are the royalty owners w i t h i n the Unit area? 

A A l l of the royalty i s owned by the State of Ke^ Mexico. 

C "AT, Allen, has t h i s proposed Unit Agreement been submit ted 

to the Commissioner of Public Lands for preliminary approval as to 

form? 

A I t has been submitted and has been p r e l i m i n a r i l y approved. 

C Toes the Unit Agreement contain the provisions segregating 

the state acreage w i t h i n and without the u n i t area? 

A I t does. 

Q Have a i l of the working Interest owners executed the Unit 

Agreement? A Yes,, a i r . 

C Are there any overriding r o y a l t i e s or payments out of pro

duction i n tha area that w i l l be encompassed In the Unit? 

A There are, an overriding r o y a l t y of one per cent of u n i t i z e ^ 

substances owned by Lonnle Kemper, and is to be borne solely by 

Signal o n and Gas Company. Jack, may I see that other agreement 

j u s t a minute. No, the executed copy of Unit Agreement. And an oipL 

payment of §160,000.00 payable from one per cent of unitized produc 

t i o n owned by the Vickers Petroleum Company, Inc., which also i s to 

be borne solely by Signal O il and Gas Company* 

0. ?.<r. Allen, T hand you what has been i d e n t i f i e d as Exhibit B 

and ask you to state what that i a . 

A That i s a r a t i f i c a t i o n of the Unit Agreement which has been 
i 

executed by Tonnie Kemper, that was r a t i f i e d on June 1st, I believe 

C Then, Mr, Allen, Lonnie Kemper, the owner of an overriding 

r o y a l t y has r a t i f i e d t h i s Unit Agreement by t h i s r a t i f i c a t i o n dated 
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h 
fun© 1st, 1956, i s that correct? A That, i s correct. 

Q I now hand you what has been i d e n t i f i e d as Ex h i b i t C, and 

»sk yoti to state what that i s . 

A This la a r a t i f i c a t i o n of the Tn.lt Agreement by the Vickers 

r jetroleur ;t Company, Inc., which was executed on the 29th day of "ay, 

L956. They are the owner of an o i l payment In the unitized area. 

Q Then, Mr, Allen, a l l of the working i n t e r e s t and owners of 

Dverriding royalty or production payment owners have executed or 

r a t i f i e d t h i s Unit Agreement, i s that correct? 

A That la correct, 

0 ;-'ow, Mr. Allen, w i l l you state what provisions the Unit 

Agreement contains with reference to the development of the Unit are 

A I t provides f o r the d r i l l i n g of a Devonian w e l l , and provide 

!*or commencement on or before July 9, 1955, and for th© fur t h e r de

velopment to be contingent upon the re s u l t s determined by tbe i n i t i a 

test w e l l , 

Q "'hat is the e a r l i e s t expiration date of any State lease with 

the Unit area, Mr. Allen? 

A The earliest- expiration date Is the State lease No, S-90lj, 

which terminates July 10, 1956. I t covers the north h a l f of Section 

17, In addition to other acreage which Is without the Unit. 

Q "'r<, Allen, i n connection w i t h your work on t h i s Unit Agree

ment, i s I t your opinion that i f the Unit Agreement i s approved i t 

p i l l tend to promote the conservation of o i l and gaa and protect the 

corre l a t i v e r i g h t s of owners w i t h i n the unit area? 

A That i s my opinion. 

MR. CAMPBTLL: I would l i k e to o f f e r i n evidence Exhibits 

a? 

s 

1 

i n 
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A, B and C« 

'••'?< MUTTER? >ny o b j e c t i o n to the I n t r o d u c t i o n o f these ex

h i b i t s ? Tf n o t , they w i l l be r ece ived i n evidence. 

:m, CAMPBELL: I have no f u r t h e r ques t ions of t h i s w i t n e s s . 

Q {By Mr. M u t t e r . ) Does the U n i t Agreement c a l l f o r the d r i l 

i n g of fray o ther w e l l s provided t h i s f i r s t Devonian t e s t i s a d r y 

hole? 

A o, s i r , i t d o e s n ' t . 

Q Tt doos not? A Not s p e c i f i c a l l y . 

Q But f u r t h e r development i f you get a producer , o f course? 

A Ye s. 

MR. NUTTER* Mr. Campbell , do you have a wi tness t o t e s t i f y 

to the siae of the U n i t and why i t I s based - -

iTR, CA^PBFLL; Yea, s i r , I do. I have a g e o l o g i c a l wi tness 

w i t h an e x h i b i t on the con tour . 

KR, NUTTER: I be l i eve t h a t i s a l l . Any f u r t h e r ques t ions 

of the wi tness? I f n o t , he may be excused, 

(T i tneas excused.) 

L I S I S W A L L A C E , 

c a l l e d as a w i tnes s , hav ing been f i r s t d u l y sworn on o a t h , t e s t l f i e c 

as f o l l o w s : 

DIRECT EXAM TH ATI Oil 

BY MR. O ^ - B I L L : 

Q Sta te your name, please . A Lewis Wal lace . 

Q Where do you l i v e , Mr. Wallace? A F o r t Wor th , Texas. 

Q By whom are you employed, and I n what capac i ty? 

A S i g n a l O i l and Gaa Company, D i v i s i o n Geo log i s t . 

L-
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Q, Have you previously t e s t i f i e d before the Hew Mexico O i l Con

servation Commission? A No, a i r . 

Q w i l l you please give the examiner a b r i e f statement of your 

educational background, your professional experience. 

A I received a Bachelor of Science Degree i n 1937 from the 

University of Oklahoma, and worked f o r the Superior O i l Company of 

Cal i f o r n i a as geologist from 1937 to 19^3. Prom 19'|3 to the preaen 

I have been employed by the Signal O i l and Gas Company as Division 

Geologist of the Mid-Continent Division which covers'Hew Mexico, 

Western Texas. 

Q Then, for ths past approximately eight years you have worke^l 

i n the West Texas-New Mexico area, Mid-Continent? 

A That Is correct, and from 19l}.0 to 19kk* I was stationed at 

Midland, Texas, for Superior. 

Q I hand you what has been i d e n t i f i e d as Exhibit D and ask yo^i 

to state* what that i s . 

A This Is a sub-surface map contoured on the top of the Devonian 

of the area Immediately surrounding th© proposed u n i t , 

C ""as that contour prepared by you or under your supervision 

A I t was. 

Q Kefer r ing to jour e x h i b i t D, w i l l you state what your I n 

t e rp re t a t i on of that contour map is? 

A Ty i n t e rp r e t a t i on of t h i s map i s tha t c f a Jfcult t rending 

Northwest-Southeast w i t h a closure i n the immediate v i c i n i t y of th 

proposed u n i t . 

C Does that contour indicate to you the p o s s i b i l i t y of a com

mon source of supply or part of a comr.on source of supply w i t h i n alL 
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or a portion of the proposed u n i t area? A I t does. 

T Tn jour opinion, based, upon your experience i n t h i s area, 

based upon what control i s available to you i n the v i c i n i t y of the 

•unit area, i s i t your opinion t h a t your i n t e r p r e t a t i o n as indicated 

on Exhibit D In a reasonable I n t e r p r e t a t i o n of the geology? 

A Yes, s i r * 

m . CAMPBELL: I believe that Is a l l , 

MK» KIJTITR: Does anyone have any questions of t h i s witness 

Q (By Mr. Reader.) I wonder, s i r , would you go through the 

degree of control that you have here? 

A The s t r u c t u r a l control is l i m i t e d to f i v e deep tests which 

were used for the spacing of these contours. 

MR. CAMFBILL• I might ask a question, Kr. Reeder, that w i l l 

help i n that regard. Wr. V.'allaee, has your company conducted seismo

graph operations i n th i s area? 

A I t has. 

MR. RETORTS* Bo the results of your seismograph operation^ 

generally confirm the i n terpr e ta t i o n , the geological i n t e r p r e t a t i o n 

which you have made here? 

A They do. 

m:\c, H"-DEE: That Is a l l . 

MR. TTTTTT;: Is there any .further questions of t h i s witness' 

I f not , the witness may be excused. 

("*i tne a s excuse d») 

YRS NLTTEF: Toes anyone have any fu r t h e r statements or 

testimony i n t h i s case? 

MR. CA;'PBrLL: I f th© Commission please, I would l i k e to ofjfer 
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Exhibit D i n evidence. 

YP, HOTTER: I r there any objection to the introduction of 

xh i b i t s A through D? I f not, they w i l l be received. 

MR* CATP3TLL? As the testimony indicates, one of the leases* 

u'ithin t h i s proposed u n i t area expires by the terms, July 9th, and 

v h i l e i t i s the Intention of the operator to commence a well before 

ruly the 9th, i t Is also possible that something may occur to neoesjsp.-

jate a delay beyond that period. I f the u n i t agreement i s not certJ 

*ied for approval by the Commissioner of Public Lands before that 

date, I t J.3 quite obvious that that lease would expire, "'e would 

therefore l i k e to request that t h i s matter be expedited as ••much as 

sosslble, commensurate with the other work of the C oralis s i on. 

MR. OCR LEY: Mr. Ca rpbell, when was the l a s t signature ob

tained on t h i s Unit Agreement? 

YR, CAMPBYLLj Y e l l , there i s one here the 6th of June, by 

lumble Oil and Refining Company* 

MR. NbiTKR: You have a hundred per cent commitments? 

**F. CAM? CELL: Yes, s i r . 

'IR. Gl'RLEYr 6th of June Is when Humble signed i t ? 

. CAMPBELL: Yes, s i r . 

YE, GIRLEY ; Chen was I t started? 

YE, CAMPBELL; T would, have to c a l l upon MrB Allen. you meajn 

he negotiations? Mr. Allen may be able to enlighten you on that. 

ETC, ALLEN: That was two months ago e 

MR. NTTIFT:, Mr. Campbell, would the Signal O i l and Has Com 

Dany be w i l l i n g to f i l e periodic statements of progress every six 

months ? 
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I/TY CAYPT' ,'.L; I ara ce r t a in they would, because they undoubtedly 

would f i l e one wi th the Commissioner of Public Lands, 4md c e r t a i n l y 

would b 

MR* HTJTTSR: Is there anything f u r t h e r i n th i s case? Being 

nothing f u r t h e r i n th i s case, we w i l l take the case under advisement 

.ad to f i l e one w i t h tha Commission, 

C E R I I F C A T S 

STATE np 5JE>4; MEXICO) 
* 3 S 

COUNTY OE BOREAL!LLO) 

I , TBUEEAE J. MOODY, Horary Public i n and for the County of 

B e r n a l i l l o , State of Yew Mexico, do hereby c e r t i f y that the foregoing 

and attached Transcript of Proceedings before the I'E'W Mexico O i l Con

servation Commission was reported by me i n Ctenotype and l a t e r same 

was reduced to typewritten t r a n s c r i p t by me and/or under my persona! 

supervision, and that same Is a true and correct t r a n s c r i p t to the 

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

TY flAIJD AND SEAL, t h i s , the ^ j j / e ^ day of June, 19S6, 

i n the City of Albuquerque, County of B e r n a l i l l o , State of Eew Mexico, 

Np^ary Public, 

My Commission Expires 

Apr'l 3, I960, 
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