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BE IT REMEMBERED, That on the 13th day of hay 1953, there 

vat filed in the office of the Clerk of the District Court of 

the Fifth Judicial District of the State of Hew Mexico, within 

end for the County of Lea, in Cause No. 16,213 on the Civil 

Docket of said Court, wherein,IN THE MATTER OF THE PETITION OF 

CONTINENTAL OIL COMPANY FOR APPEAL AND REVIEW OF ORDERS NOS. 

R-1UV2-A AND R-1092-C ENTERED BY THE OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO IS CASE NO. 1327, CONTINENTAL OIL 

COMPANY, A Corporation, is Petitioner, and OIL CONSERVATION 

COMMISSION OF NEW MEXICO, Composed of Edwin L. Mesne*, Member and 

Chairman, Murray E. Morgan, Member, and A* L* Porter, Member and 

Secretary$ TEXAS PACIFIC COAL & OIL COMPANY, A Corporation} 

EL PASO NATURAL GAS COMPANY, a Corporations SOUTHERN UNION GAS 

COMPANY, A Corporations and PERMIAN BASIN PIPELINE COMPANY, A 

Corporation, are Respondents, in words and figures as follow, 

to-wit: a 

PETITION FOR REVIEW OF ACTION OF 
THE OIL CONSERVATION COEfrilSSIQN OF NEW MEXICO 

Comes now Continental Oil Company, hereinafter called peti­

tioner, and petitions the Court for review of the action of the 

Oil Conservation Commission of the State of New Mexieo in Case 

No. 1327 on the Commission*s docket, and Orders No. R«1C92*A end 

No. R-1092-C entered therein, and statest 

X 
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1. Petitioner is a corporation organized under the laws of 

the State of Delaware duly admitted to do business in the State 

of New Mexico, and ls the owner and operator of natural gas wells 

situate within the extedbr boundaries of the Jaimat Gas Pool, 

located in Lea County, New Mexico; respondent Qil Conservation 

Commission of New Mexico is a statutory body created and existing 

under the provisions of the laws of the State of New Mexico, 

composed of the members named in the caption hereof, and vested 

with jurisdiction over all natters relating to the conservation 

of oil and gas in the State of New Mexico, the prevention of 

waste, and the enforeceaent of the Conservation Act of the State 

of New Mexico, being Chapter 65, Article 3, New Mexico Statutes 

Annotated, 1953 Compilation, as amended; respondent Texas Pacific 

Coal & Oil Company is a foreign corporation admitted to do business 

in the State of New Mexico; respondent £1 Paso Natural Cas Company 

ls a foreign corporation admitted to do business in the State of 

New Mexico; respondent Southern Union Cas Company la a foreign 

corporation admitted to do business in the State of New Mexico; 

and respondent Permian Basin Pipeline Company is a foreign 

corporation admitted to do business in the State of New Mexico. 

2. On the 29th day of January, 1958, the Oil Conservation 

Commission of New Mexico entered its Order No. &-1092-A ln 

Case No. 1327 on the docket of said Commission, changing the exist­

ing gas proration formula applicable to wells in the Jaimat Gas 
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Pool, which existing formula had been promulgated by Order 

No. R-520 of the Oil Conservation Commission, entered in Case 

No. 673 on August 12, 1954. 

3. Petitioner was a party to Case No. 1327 and was affected 

by Order No. R-1092-A entered therein. Petitioner duly filed 

an application for rehearing directed to said Order No. R-1092-A, 

and after rehearing the Oil Conservation Commission, on the 25th 

day of April, 1958, entered its order No. R-1092-C, re-affirming 

and refusing to modify the provisions of Order No. R-1092-A. 

Petitioner was affected by and dissatisfied with the disposition 

of its application for rehearing and with the provisions of 

Order No. R-1092-C, and by this proceeding seeks review as 

provided by law of Case No. 1327 and Orders Nos. R-1092-A and 

R-1C92-C entered therein. 

4. The nature of the proceeding before the Oil Conservation 

Commission of New Mexico is briefly as follows: 

(a) The Jaimat Gas Pool is a pool defined and delineated 

by the Oil Conservation Commission, and is located in Lea County, 

New Mexico. The Commission, on August 12, 1954, after extended 

hearings, entered its Order No. R-520, which order instituted 

gas prorationing in the Jaimat Gas Pool, said Order No. R-520 

having been entered in Case No. 673 on the Commission*s docket. 

Said order provided for allocation of the allowable gas production 

among the various wells in the pool on the basis of 100 per cent 

of the acreage dedicated to each individual well. All owners and 

1:3 
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operators and persons interested were afforded an opportunity 

to be heard in Case 673. No appeal was taken from Order No. R-520, 

which order became effective January 1, 1955, and remained in 

full force and effect until the action of the Commission complained 

of herein. A copy of said Order No. R-520, marked as Exhibist A, 

is filed with the Clerk of the District Court of Lea County 

Simultaneously with the filing of this petition for review and by 

reference is incorporated herein. Corles of said order are in 

the possession of, or available to, al l parties to this proceeding. 

(b) In the year 1957 Texas Pacific Coal & Oil Company 

filed Its application with the Corarcission seeking an order 

immediately terminating gas prorationing in the Jaimat Gas Pool, 

or in the alternative, for an order cancelling all accumulated 

underproduction with redistribution of allowables, and establish­

ing a new proration formula containing deliverability as a factor 

in said proration formula. A copy of said application ls attached 

hereto, marked Exhibit B, and made a part hereof. 

(c) The application of Texas Pacific Coal and Oil 

Company was heard as Commission Case No* 1327. After hearings 

were held, the Commission on January 29, 1958, entered its Order 

No. R-1092-A, a copy of which is attached hereto, marked Exhibit C, 

and made a part hereof. By terms of said Order No. R-1092-A, 

the Commission denied the application of Texas Pacific Coal & Oil 

Company insofar as i t sought the termination of prorationing In the 

Jaimat Gas Pool, and Cancellation and redistribution of allowables 

3 



in said pool, but i t did change the proration formula in said Pool 

fro® the formula set forth in Order No. R-520 to a formula based 

upon 25 per cent acreage and 75 per cent acreage times deliverabilitj 

(d) On February 17, 1958, and within the time allowed 

by law, petitioner filed its application for rehearing on Order 

No. R-1092-A, a copy of which application is attached hereto, 

marked Exhibit D, and made a part hereof. The Commission granted 

rehearing in accordance with its Order No. R-1092-B, copy of which 

ls attached hereto, marked Exhibit E, and made a part hereof. 

After notice and hearing, the Commission on April 25, 1958, 

entered its Order No. R-1092-C, denying the relief sought in 

Petitioners application for rehearing, and reaffirming the pro­

visions of urder No. R-1092-A. A copy of said Order No. R-1092-C 

is attached hereto, marked Exhibit F, and made a part hereof. 

5. Parties adverse to petitioner in the proceedings before 

the Oil Conservation Commission of New Mexico in Case No. 1327 

were Texas Pacific Coal & Oil Company, El Paso Natural Gas Company, 

Permian Basin Pipe Line Company, and Southern Union Gas Company, 

each of which parties are named as respondents herein, 

6. Petitioner alleges that Orders No. R-1092-A and No. 

R-1092-C are unreasonable, unlawful, arbitrary and capricious, and 

are therefore invalid and void on the following grounds, which 

grounds were raised in petitioner's application for rehearing 

before the Oil Conservation Commission of New Mexico: 



(a) The application of Texas Pacific Coal & Oil £ompany 

in Case No* 1327. to the extent that i t sought the inclusion of 

a deliverability factor in the proration formula of the Jaimat 

Gas Fool, constituted a collateral attack upon Order No. R-520 

entered in Case No. 673 before the Commission, and therefore should 

not have been entertained by the Commission, and could not be 

the basis of a valid order in Case No. 1327 insofar as changing 

of the basis of allocation of allowable production from the 

Jaimat Gas Pool from 100 per cent acreage to Include a deliver­

ability factor ln the proration formula is concerned. 

(b) Order No. R-520, entered ln Case No. 673 on the 

Commission*s docket constituted a final determination that the 

allocation of the allowable production from the Jaimat Gas Pool 

should be made on a 100 per cent acreage basis. No appeal was 

taken from the final decision of the Commission in Case No. 673, 

and the application in Case No. 1327 did not allege, and the 

record in said case does not show any change of conditions in 

the Jaimat Cas Pool, or that any waste would result from retention 

of the 100 per cent acreage allocation formula. On the basis 

of the application and the record, the Commission was without 

authority or juri8diction to modify or change the proration formula 

ordered in Case No. 673 by its Order No. R-520. 

(c) Texas Pacific Coal & Oil Company, the applicant 

ln Case No. 1327, was a participant ln Case No. 673, and did 

not appeal from the final decision of the Commission entered in 

s 
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Order No. R-520, and said company was estopped to request a 

change in the proration formula for the Jaimat Gas Pool in the 

absence of evidence showing a change in conditions ln the pool 

from the time of entry of Order No. R-520 or evidence showing 

that waste would result from the retention of the 100 per cent 

acreage formula. No such allegations were made and no such 

evidence was Introduced, and therefore the Commission was without 

authority to revise, modify or change Order No. R-520 to provide 

that the proration formula for the Jaimat Gas Pool should contain 

a deliverability factor, 

(d) The Oil Conservation Commission in its Finding 

No. 5 in Order No. R-1092-A, Exhibit C attached hereto, and in 

its Order No. R-1092-C, Exhibit F attached hereto, found there is 

a general correlation between the deliverabilities of the gas 

wells in the Jaimat Gas Fool and the recoverable gas in place 

under the tracts dedicated to said wells. Such findings by the 

Commission are contrary to the evidence in Case No. 1327 before 

the Commission, and are without support in the evidence introduced 

before the Commission, and are invalid and void. 

(e) Commission's Orders No. R-1092-A and No. R-1092-C 

are invlaid in that eventhough I t be assumed that i t was proved 

by a preponderance of the evidence: "That there is a general 

correlation between the deliverabilities of the gas wells in the 

Jaimat Gas Pool and the gas in place under the tracts dedicated 

to said wells," as found by the Commission, such a finding provides 

r>ji 



no basis authorised by the statutes of New Mexico for modification 

of the pre-existing acreage formula for allocation of allowable 

production of gas from the Jaimat Gas Fool* 

(f) The Commission used as a basis for its decision 

ln Case No. 1327 to Include deliverability in the proration 

formula of the Jaimat Gas Fool, factors which are not contemplated 

or permitted by the statutes of New Mexico in the determination 

of a proration formula for a gas pool. Finding No. 6 of the 

Commission's order No, R-1092-A found, (1) that the inclusion of 

a deliverability factor in the Jaimat proration formula would 

result in the production of a greater percentage of the pool 

allowable, and (2) that i t would more nearly enable various 

gas purchasers in the Jaimat Gas Pool to meet the market demand 

for gas from said pool. Neither of said considerations provides 

any legal basis upon which the Commission could allocate production 

from the Jalmat Cas Fool under the statutes of New Mexico* The 

consideration of such factors rendered the decision of the 

Commission based thereon invalid and void. 

(g) The uncontradicted evidence before the Commission 

8ho wed that Inclusion of a deliverability factor in the proration 

formula would result ln economic waste in that i t would require 

the expenditure of large sums of money by this petitioner and 

other operators in the Jaimat Gas Pool In e£orts to Increase the 

deliverability of gas wells in the pool in order to protect their 

correlative rights, although the ultimate recovery from the 

8 



variou* tracts would not be appreciably increased thereby* and 

although effort* to increase Che deliverability of well* in the 

Jeleset Cas fml could not present the vlel*tlm of correlative 

rights which would c»«ult tnm the tmlmtm of a deUvereMLfty 

factor ia the proration forraula, and Orders tfo« a>iG92*& aad 

So* &-ie§2-c are therefore 1« violation of end contrary to the 

Commission's etatufcory duty to prevent waste and protect correlative 

rights9 and are therefore invalid and veld* 

(h) The uncontradicted evidence before the Commission 

showed that the inelueion of a delivereteillty facte* in the Jataat 

Gaa rool proration Consuls would reeuit in under̂ ro\a*d waste in 

that many of the wells in the Jaimat da* Fool have been collated 

fer tea to twenty years* and that their condition la such that 

the action required of a prudent operator under a proration 

fexsaula containing; a deliveafability factor would necessarily 

result in the underground waste ef natural gas, since effort* to 

increase the deUveraMlity ot older wells would result in the 

lose of eotse wells, ami Order* He, a>lGtt«* and Ho. E*lĜ 2-€ 

â e tn violation of the Coe»i«»ion«a statutory duty to prevent 

weate and protect ©sirtwlatlve end are therefore invalid 

and veld* 

(1) The uncontradicted evidence before the Oil Con-

servation Coaswission showed that there would be greater drainage 

across adjoining lease lines if the proration fetvtiU w*re 

attended to include a deliverebltity factor than there would he 
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under the straight acreage formula. Evidence introduced by the 

applicant was directed only to drainage from area to area in the 

pool, and did not contradict the evidence offered by the petitioner 

and other companies that there would be greater drainage across 

lease lines i f the proration formula should be changed to 

include a deliverability factor. 

( j ) The evidence shows that the inclusion of a 

deliverability factor in the proration formula as ordered by Order 

No. R-1092-A would result in irreparable injury to the correlative 

rights of petitioner and would deprive petitioner of i t s property 

without due process of law in that i t would permit the production 

by offset operators of natural gas underlying lands owned by, or 

operated by, petitioner, or both, without affording compensating 

counterdrainage from other adjoining tracts, and would prevent 

petitioner from producing the recoverable gas in place in the 

Jaimat Gas Pool underlying the tracts upon which the wells of 

this petitioner are located. 

(k) Orders No. R-1092-A and No. R-10S2-C are unreason­

able, arbitrary and discriminatory and the effect of said orders 

ls to confiscate and deprive petitioner of i t s property without 

due process of law contrary to and in violation of the Fourteenth 

Amendment to the Constitution of the United States of America, 

and of Article I I , Section IH of the Constitution of the State of 

New Mexico, In that in reliance upon the provisions of Order 

No. R-520 this petitioner has acquired vested property rights in 
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the Jaimat Gas Pool, which rights will be impaired by said 

orders So. R-1Q92-A and R-1092-C. 

(1) Order No. R-1092-A and as I t was reaffirmed by 

Order No. R-1092-C, insofar as i t purports to revise and change 

the existing allocation formula for the Jaimat Gas Pool i s so 

vague, Indefinite and uncertain as to leave this petitioner without 

knowledge or information as to the meaning thereof, and renders 

said Order No. R-1092*A invalid and void, particularly as to 

paragraph (3) of said order insofar as i t purports to revise, 

effective July 1, 195B, Rule 6 of the Special Rules and Regulations 

for the Jaimat Gas Pool. 

(m) The orders of the Commission, review of which i s 

here sought, are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are invalid and void for the further reason that 

the Commission refused to permit this petitioner and other petitioner 

opposing the application in Case No. 1327 to present testimony 

with reference to property rights acquired by them during the 

existence of Order No. R-520 hereinabove referred to. In particular 

the Commission refused to permit this and other operators to 

present evidence as to purchases of producing properties and 

royalties and loans made upon producing properties and royalties 

based upon the proration formula existing under Order No. R-520, 

and likewise refused the opportunity to present proof of communi­

tization of properties which had occurred under the acreage 



allocation formula with reference to which this petitioner and 

other parties in comparable positions sustain irreparable injury 

as the result of the inclusion of a deliverability factor in the 

proration formula of the Jaimat Gas Pool, 

7. This petitioner i s the owner of o i l and gas leases and 

gas wells, and i s the operator of gas leases and gas wells 

producing within the limits of the Jaimat Gas Pool in Lea County, 

New Mexico, and i s affected by the orders of the Commission review 

of which are here sought, and i s dissatisfied with the disposition 

of the application for rehearing, and this Court has jurisdiction 

of this petition for review, 

8, The formula for prorationing of allowable production 

set forth in Order No. R-1092-A which introduces a deliverability 

factor in the proration formula i s not a reasonable basis upon 

which to prorate and allocate the allowable gas production from 

the Jaimat Gas Pool in that i t f a i l s to recognise or protect 

correlative rights, and will result in waste, and i s therefore 

unlawful. The 100 per cent acreage factor heretofore in effect 

in said pool better protects the correlative rights of the owners 

in the pool and the prevention of waste. The inclusion of a 

deliverability factor in the proration formula will result in 

economic waste, underground waste, and will violate correlative 

rights of operators, including those of petitioner. Petitioner 

stands ready to introduce evidence in support of these allegations 

upon the t r i a l of this cause, as provided by law. 
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WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 19(b) Chapter 168 of the laws of the State 

of New Hexico, 1949, Section 65-3-22, New Mexico Statutes Annotated, 

1953 compilation, that: 

1. Notice of this Petition for Review be served in the 

manner provided for the service of summons in c i v i l proceedings 

upon the Oil Conservation Commission of New Mexico by service 

upon the members thereof, upon Texas Pacific Coal & Oil Company, 

and upon the parties who entered appearances in Case No. 1327 

in support of the application of Texas Pacific Coal & Oil Company, 

being El Paso Natural Gas Company, Permian Basin Pipe Line 

Company and Southern Union Gas Company. 

2. This Petition be set for t r i a l in the manner provided 

by law, and that this Court review the action of the Oil 

Conservation Commission herein complained of. 

3. This Court try this action denovo, as provided by law, 

and determine the issues of fact and law presented herein. 

4. This Court enter i t s order vacating and setting aside 

Orders No. R-1092-A and No. R-1092-C of the Commission hereinabove 

referred to, and enter in lieu thereof i t s order affirming and 

making permanent Commission's Order No. R-520 of the Oil 

Conservation Commission. 

5. This Court enter such other or further order or orders 

modifying or in lieu of Orders Nos. R-1092-A and R-1092-C as 
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the Court may determine to be proper. 

6. That petitioner have such other and further relief as 

may be proper. 

Respectfully submitted. 

Harry G. Dippel 
1710 Fair Building 
Fort Worth, Texas 

KELLAHIN & FOX 
P.O. Box 1713 
54% East San Francisco 
Santa Fe, New Hexico 

By /s/ Jason w. Kellahin 
Jason W. Kellahin 

Attorneys for Petitioner, Continental 
Oil Company. 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLiiD BY THE OIL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
THE PURPOSE OF CONSIDERING: 

CASE NO. 673 
ORDER NO. R-520 

THE APPLICATION OF THE OIL CONSERVATION 
COMMISSION UPON ITS OWN MOTION FOR AN 
ORDER AMENDING, REVISING OR ABROGATING 
EXISTING RULES AND REGULATIONS OF.THE 
OIL CONSERVATION COMMISSION, AND/OR 
PROMULGATING RULES AND REGULATIONS, 
RELATING TO GAS POOL DELINEATION, GAS 
PRORATION, AND OTHER RELATED MATTERS, 
AFFECTING OR CONCERNING THE JALCO, 
LANGMAT, EUMONT, AND ARROW GAS POOLS, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE CCMAIISSIONi 

This cause came on for hearing at 9 o'clock a.m., on March 17, 1954, April 15, 1954, 
May 10, 1954, and May 11, 1954, at Santa Fe, New Mexico, before the Oil Conservation 
Commission, hereinafter referred to as the "Commission". 

NOW, on this 12th day of August, 1954, the Commission, a quorum being present, having 
considered the records and testimony adduced and being fully advised in the premises, 

FINDS* 

(1) That due notice of the time and place of hearing and the purpose thereof having 
been given as required by law, the Commission has jurisdiction of this case and the subject 
matter thereof. 

(2) That under date of February 17, 1953, the Commission issued its Order No. R-264 
creating the Jalco, Langmat, Arrow, and Eumont Gas Pools. That Order R-264 defined the 
vertical and horizontal limits of the Langmat, Jalco, Eumont and Arrow gas pools and that 
by subsequent orders the Commission extended the horizontal limits of the Jalco and Eumont 
Gas Pools and extended the vertical limits of the Eumont Gas Pool. 

(3) That under date of September 28, 1953, the Commission issued its Orders Nos. 
R-368, R-369, R-370 and R-371 and under date of November 10, 1953, the Commission issued 
its Orders Nos» R-368-A, R-369-A, R-370-A and R-371-A, providing rules, definitions and 
procedures to be followed in prorating gas in the jalco, Langmat, Eumont and Arrow gas 
pools; and by subsequent orders issued after duef notice and hearing, the Commission allo­
cated production of gas in said pools commencing January 1, 1954. 

(4) That the Eumont and Arrow Gas Pools are separate gas reservoirs and should be 
defined vertically and horizontally as set forth in this order; that the Jalco and Lang­
mat Gas Pools are in fact one common gas reservoir, and said reservoir should be desig­
nated the "Jaimat Gas Pool" and delineated as set forth in this order. 
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(5) That the producing capacity of the gas wells in the Jaimat, Eumont and Arrow 
Gas Pools is greater than the market demand for gas from each of such pools. 

*v&) That for the prevention of waste i t is necessary to allocate and prorate the 
gas production among the gas wells in the Jaimat, Eumont and Arrow Gas Pools in accord­
ance with provisions of this order. 

(7) That tfr'e protection and proper recognition of correlative rights as such rights 
are defined by Section 26 (h) Chapter 168, New Mexico Session Laws of '1949, require that 
the gas production from the Jaimat, Eumont and Arrow gas pools be prorated in accordance 
with the terms and provisions of this order. 

(8) That the Rules and Regulations hereinafter set forth in this order are in all 
respects in the interests of conservation and provide for the allocation of the allowable 
production among the gas wells in the Jaimat, Eumont and Arrow gas pools upon a reason­
able basis and give appropriate recognition to correlative rights* 

(9) That one gas well in the Jaimat, Eumont and Arrow Gas Pools can efficiently 
drain 640 acres. 

(10) That for the prevention of waste, a limiting gas-oil ratio of 10,000-to-1 
should be assigned to the units in the following pools, namely* Cooper-Jal Oil Pool, 
Langlie-Mattix Oil Pool, South Eunice Oil Pool, Penrose-Skelly Oil Pool, Leonard Oil Pool, 
South Leonard Oil Pool, Hardy Oil Pool, Rhodes Oil Pool, Jaimat Gas Pool, Arrow Gas Pool 
and Eumont Gas Pool. 

(11) To prevent waste, the vertical limits of the following oil pools namely* 
Eunice-Monument Oil Pool, Arrowhead Oil Pool, South Eunice Oil Pool, Langlie-Mattix Oil 
Pool, Cooper-Jal Oil Pool, Rhodes Oil Pool, Eaves Oil Pool, Hardy Oil Pool, Penrose-
Skelly Oil Pool, Leonard Oil Pool, South Leonard Oil Pool, should be redefined as provid­
ed hereinafter in this order so that the vertical limits of the said oil pools will not 
conflict with the vertical limits of overlying gas pools. 

(12) That the horizontal limits of the oil pools named in Finding No. 11 should be 
defined as hereinafter set forth in this order. 

(13) That the Falby-Yates Oil Pool should be abolished. 

(14) That in the interests of conservation, the special rules hereinafter set forth 
governing the production of oil from wells completed within the vertical and horizontal 
limits of the Jaimat, Eumont and Arrow gas pools should be adopted. 

(15) That for the prevention of waste and the protection of correlative rights, the 
special rules contained in this order should be adopted to govern the production of oil 
from wells completed or recompleted in such a manner that the bore hole of the well is 
open in both the upper gas pools and the underlying oil pools. 

(16) That for the prevention of waste a "no-flare" rule should be adopted to pro­
hibit the flaring, venting, or wasting of casinghead gas or any other type of gas in any 
of the gas or oil pools referred to and affected by this order. 

IT IS THEREFORE ORDERED* 

(l) That the Jaimat Gas Pool be and the same hereby is created. The vertical limits 
of the Jaimat Gas Pool shall extend from the top of the Tansill formation to a point 100 
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feet above the base of the Seven Rivers formation, thereby including all of the Yates 
formation. The horizontal limits of the Jaimat Ga* Pool shall be the area as described 
in Exhibit "A" attached hereto and made a part hereof. 

(2) That the vertical limits of the Eumont Gas Pool, heretofore created, shall ex­
tend from the top of the Yatoa formation to the base of the Queen formation, thereby in­
cluding all of the Yates, Seven Rivers and Queen formations* The horizontal limits of the 
Eumont Gos Pool shall be the area as described In Exhibit MB M attached hereto and made a 
part hereof* ( 

(3) That the vertical limits of the Arrow Gas Pool, heretofore created, shall extend 
from the top of the Yatos formation to the base of the Queen formation, thereby including 
all of the Yates, Seven Rivers and Queen formations* The horizontal limits of the Arrow 
Gas Pool shall be the area as described in Exhibit "C" attached hereto and made a part 
hereof* 

(4) That the vertical limits of the Eunice-Monument Oil Pool, heretofore created, 
shall include all of the Grayburg and San Andres formations* The horizontal limits of 
the Eunice-Monument Oil Pool shall be the area as described in Exhibit "D" attached here­
to and made a part hereof* 

(5) That the vertical limits of the Arrowhead Oil Pool shall include all of the 
Grayburg formation. 

(6) That the vertical limits of the following oil pools, heretofore created, defin­
ed and described shall extend from a point 100 feet above the base of the Seven Rivers 
formation to the base of the Queen formation* 

Cooper-Jal Oil Pool 
South Eunice Oil Pool 
Langlie-Mattix Oil Pool 

(7) That the horizontal limits of the Cooper-Jal Oil Pool shall be the area as 
described In Exhibit "B" attached hereto and made a part hereof* 

(8) That the horizontal limits of the Langlie-Mattix Oil Pool shall be the area as 
described ln Exhibit *F H attached hereto and made a part hereof* 

(9) That the horizontal limits of the South Eunice Oil Pool shall be the area as 
described ln Exhibit "G" attached hereto and made a part hereof. 

(10) That no gas, either dry gas or casinghead gas, shall be flared or vented in 
the following pools unless specifically authorized by order of the Commission after 
notice and hearing* 

Eunice-Monument Oil Pool 
South Eunice Oil Pool 
Hardy Oil Pool 
Penrose-Skelly Oil Pool 
Cooper-Jal Oil Pool 
Arrowhead Oil Pool 
Langlie-Mattix Oil Pool 
Rhodes Oil Pool 
Leonard Oil Pool 
South Leonard Oil Pool 



-4-
Order No. R-520 

Eaves Gil Pool 
Arrow Gas Pool 
Eumont Gas Pool 
Jaimat Gas Pool 

This rule shall become effective November 1*1954° Any operator desiring to obtain 
exception from the provisions of this rule shall apply for hearing prior to September 15, 
1954. All operators shall file Form C-110, in duplicate, designating thereon the dis­
position of all dry gas or casinghead gas from each well in each pool listed above. 
Within 15 days after completion of any oil or gas well within the boundaries of the above 
listed pools, the operator shall file Form C-110 designating the disposition of gas from 
the well. 

Failure to comply with the provisions of this rule within the prescribed time limits 
will result in the suspension of any further allowable. Extraction plants procecessing 
any gas from any of the above designated pools shall comply with the "no-flareH provisions 
of this rule, provided however, that the restriction may be lifted when mechanical diffi­
culties arise or when the gas flared is of no commercial value. 

(11) That oil wells producing from the following named pools shall be allowed to 
produce a volume of gas each day not exceeding the daily normal unit oil allowable mul­
tiplied by 10,000) provided however, that such well shall not be allowed to produce oil 
in excess of the normal unit allowable as ordered by the Commission under the provisions 
of Rule 505) Cooper-Jal Oil Pool, Langlie-Mattix Oil Pool, South Eunice Oil Pool, Penrose-
Skelly Oil Pool, Leonard Oil Pool, South Leonard Oil Pool, Hardy Oil Pool and Rhodes Oil 
Pool* 

(12) That the Falby-Yates Oil Pool as heretofore created, defined and described 
shall be abolished and all oil wells presently producing from the Falby-Yates Oil Pool 
shall be governed by the applicable rules of the Jaimat Gas Pool. 

(13) That that portion of the Rhodes Storage Area lying within the defined limits 
of the Jaimat Gas Pool shall be exempted from the applicable provisions of the Jaimat 
Gas Pool Rules* The Rhodes Storage Area shall include the following described area* 

TOWNSHIP 26 South. RANGE 37 East. NMPM 
Sec 4s W/2 NW/4, SE/4 SE/4, W/2 SE/4, SW/4) 
Sec. 5: All 
Sec. 6s NE/4 NW/4, NE/4, SE/4 SE/4, N/2 SE/4 
Sec. 7» NE/4 NE/4 
Sec. 8s N/2, N/2 S/2, SE/4 SW/4, S/2 SE/4 
Seco 9s All 
Sec. 10s W/2 NW/4, SE/4 NW/4, S/2 
Sees. 15 & 16s All 
Sec. 17s E/2 NW/4, E/2 
Sec. 20s E/2 
Sees. 21 & 22: All 
Sec. 23s SW/4 NW/4, SW/4 
Sees. 26, 27, & 28s All 
Sec. 29s E/2 NE/4 

That special pool rules applicable to the Jaimat Gas Pool be, and the same hereby 
are promulgated as followss 
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SPECIAL RULES AND REGULATIONS FOB 
THE JALMAT GAS POOL 

Well Spacing and Acreage Requirements for Drilling Tracts* 

RULE 1. Any well drilled a distance of one mile or more outside the boundary of the 
Jaimat Gas Pool shall be classified as a wildcat well* Any well drilled less than one 
mile outside the boundary of the Jaimat Gas Pool shall be spaced, drilled, operated and 
prorated in accordance with the regulations in effect in the Jaimat Gas Pool* 

RULE 2. Each well drilled or recompleted within the Jaimat Gas Pool on a standard 
proration unit after the effective date of this rule shall be drilled not closer than 
1980 feet to any boundary line of the tract nor closer than 330 feet to a quarter-quarter 
section line or subdivision inner boundary line. Any well drilled to and producing from 
the Jaimat Gas Pool prior to the effective date of this order at a location conforming 
to the spacing requirements effective at the time said well was drilled shall be consider­
ed to be located in conformance with this rule* 

RULE 3* The Secretary of the Commission shall have authority to grant exception to 
the requirements of Rule 2 without notice and hearing where application has been filed 
in due form and the necessity for the unorthodox location ls based on topographical con­
ditions or is occssioned by the recompletion of a well previously drilled to another 
horizon. 

Applicants shall furnish all operators within a 1980-foot radius of the subject well 
a copy of the application to the Commission, and applicant shall include with his appli­
cation a li s t of names and addresses of all operators within such radius, together with 
a stipulation that proper notice has been given said operators at the addresses given. 
The Secretary of the Commission shall wait at least 20 days before approving any such 
unorthodox location, and shall approve such unorthodox location only in the absence of 
objection of any offset operators« In the event an operator objects to the unorthodox 
location the Commission shall consider the matter only after proper notice and hearing. 

RULE 4* The provisions of Statewide Rule 104, Paragraph (k), shall not apply to the 
Jaimat Gas Pool located in Lea County, New Mexico* 

GAS PRORATION 

RULE 5* (a) The acreage allocated to a gas well for proration purposes shall be 
known as the gas proration unit for that well* For the purpose of gas allocation in the 
Jaimat Gas Pool, a standard proration unit shall consist of between 632 and 648 contiguous 
surface acres substantially in the form of a square which shall be a legal subdivision 
(section) of the U. S. Public Land Surveys wilth a well located at least 1980 feet from 
the nearest property lines) provided, however, that a non-standard §as proration unit may 
be formed after notice and hearing by the Commission, or under the provision of Paragraph 
(b) of this Rule. 

The allowable production from any non-standard gas proration unit as compared with 
the allowable production therefrom if such tract were a standard unit shall be in the 
ratio of the area of such non-standard proration unit expressed in acres to 640 acres. 
Any gas proration unit containing between 632 and 648 acres shall be considered to contain 
640 acres for the purpose of computing allowableso 
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In establishing a non-standard gas proration unit the location of the well with re­
spect to the two nearest boundary lines thereof shall govern the maximum amount of acreage 
that my be assigned to the well for the purposes cf gas proration; provided, however, 
thrc any well drilled to and producing from the Jaimat Gas Pool, as defined herein, prior 
to the effective date of this order at a location conforming with the spacing requirements 
effective at the time said well was drilled shall be granted a tolerance not exceeding 330 
feet with respect to the required distances from the boundary lines* The maximum acreage 
which shall be assigned with respect to the well's location shall be as follows* 

Location Maximum Acreage 

660' - 660' 160 acres 
660' - 1980' 320 acres 

\b) The Secretary of the Commission shall have authority to grant an exception 
to Rule 5 (a) without Notice and Hearing where application has been filed in due form and 
where the following facts exist and the following provisions are complied with; 

1* The non-standard gas proration unit consists of contiguous quarter-quarter 
sections and/or lots. 

2. The non-standard gas proration unit lies wholly within a single governmental 
section. 

3« The entire non-standard gas proration unit may reasonably be presumed to be 
productive of gas. 

4. The length or width of the non-standard gas proration unit does not exceed 
5280 feet* 

5. The applicant presents written consent in the form of waivers from (a) all 
operators owning interests in the quarter sections in which any part of the non-standard 
gas proration unit is situated and which acreage is not included in said non-standard gas 
proration unit, and (b) all operators owning interests within 1500 feet of the well to 
which such gas proration unit is proposed to be allocated. 

6. In lieu of paragraph 5 of this rule, the applicant may furnish proof of the 
fact that said offset operators were notified by registered mail of his intent to form 
such non-standard gas proration unit. The Secretary of the Commission may approve the 
application if , after a period of 30 days following the mailing of said notice, no operator 
has made objection to formation of such non-standard gas proration unit. 

RULE 6. (a) The Commission after notice and hearing, shall consider the nominations 
of gas purchasers from the Jaimat Gas Pool and other relevant data and shall fix the allow­
able production of the Jaimat Gas Pool. 

(b) The allowable assigned to any well capable of producing its normal gas allow­
able.in the Jaimat Gas Pool shall be the same proportion of the total remaining allowable 
allocated to said pool after deducting allowables of marginal wells that the number of 
acres contained in the gas proration unit for that well bears to the acreage contained in 
ail gas proration units assigned to non-marginal wells in the Jaimat Gas Pool. 

RUIE 7* A t l e a 8* 3° d ays prior to the beginning of each gas proration period the 
Commission shall hold a hearing after due notice has been given. The Commission shall 
cause to be submitted by each gas purchaser its "Preliminary Nominations" of the amount of 
gas which each in good faith actually desires to purchase within the ensuing proration 
period, by months, from the Jaimat Gas Pool* The Commission shall consider the "Prelimin-
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ary Nominations" of purchasers, actual production, and such other factors as may he deem­
ed applicable in determining the amount of gas that may be produced without waste within 
the ensuing proration period. "Preliminary Nominations" shall be submitted on a form 
prescribed by the Commission. 

RULE 8. In the'event a gas purchaser's market shall have increased or decreased, he 
may file with the Commission prior to the 10th day of the month a "supplemental" nomina­
tion, showing the amount of gas he actually in good faith desires to purchase during the 
ensuing proration month from the Jaimat Gas Pool. The Commission shall hold a public 
hearing between the 15th and 20th days of each month to determine the reasonable market 
demand for gas for the ensuing proration month, and shall issue a proration schedule 
setting out the amount of gas which each well may produce during the ensuing proration 
month. 

Included in the monthly proration schedule shall be (a) a summary of the total pool 
allocation for that month showing nominations, and adjustments made for underage or over­
age applied from a previous month, (b) a tabulation of the net allowable, and production 
for the second preceding month together with a cumulative overage or underage computation, 
(c) a tabulation of the current and net allowables for the preceding month, (d) a tabula­
tion of current monthly allowables for the ensuing proration month, and (e) a tabulation 
of the acreage assigned each well together-with a tabulation of the acreage factor assign­
ed each well. For the purpose of allocation a proration unit of 640 acres ahall be 
assigned an acreage factor of 4.00; a proration uhit of 160 acres a factor of 1.00, etc. 

"Supplemental Nominations" shall be submitted on a form prescribed by the Commission. 

The Commission shall include in the proration schedule the gas wells in the Jaimat 
Gas Pool delivering to a gas transportation facility, or lease gathering system, and 
shall include in the proration schedule of the Jaimat Gas Pool any well which i t finds is 
being unreasonably discriminated against through denial of access to a gas transportation 
facility, which is reasonably capable of handling the type of gas produced by such well. 
The total allowable to be allocated to the pool each month shall be equal to the sum of 
the preliminary or supplemental nominations (whichever is applicable), together with any 
adjustment which the Commission deems advisable. 

If during a proration month the acreage assigned a well is increased the operator 
shall notify the Proration Manager in writing (Box 2045, Hobbs, New Mexico) of such in­
crease. The increased allowable assigned the gas proration unit for the well shall be 
effective on the first day of the month following receipt of the notification by the 
Proration Manager. 

BALANCING OF PRODUCTION 

RULE 9. Underproduction* The dates 7*00 a.mo, January 1, and 7*00 a.m., July 1, shall 
be known as balancing dates and the periods of time bounded by these dates shall be known 
as gas proration periods* The amount of current gas allowable remaining unproduced at 
the end of each proration period shall be carried forward to and may be produced during 
the next succeeding proration period in addition to the normal gas allowable for such 
succeeding period; but whatever amount thereof is not made up within the first succeeding 
proration period shall be cancelled. 

If i t appears that such continued underproduction has resulted from inability of the 
well to produce its allowable, i t may be classified as a marginal well and its allowable 
reduced to the well's ability to produce. 
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l i at tha and of a proration period a marginal well has produced more than the to taj. 
allowable assigned a non-marginal unit of corresponding size, the marginal well shall be 
reclassified as a non-marginal well and its allowable adjusted accordingly* 

If during a proration period a marginal well is reworked or recompleted in such a 
manner that its productive capacity is increased to the extent that it should be reclass­
ified as a non-marginal well, the reclassification shall be effective on the first day 
of the proration month following the date of recompletion. 

The Proration Manager may reclassify a well at any time if production data or deliver* 
ability tests reflect the need for such a reclassification* 

* •- > 
RULE 10. Overproduction* A well which has produced a greater amount of gas than 

was allowed during a given proration period shall have its allowable for the first suc­
ceeding proration period reduced by the amount of such overproduction and such overpro­
duction shall be made up within the first succeeding proration period* If, at {the end 
of the first succeeding proration period, the well is still overproduced, and has not been 
in balance* since the end of the preceding proration period, then i t shall be shut in and 
its current monthly allowable charged against said overproduction until the well ls in 
balance* If, at any time, a well is overproduced an amount equaling six times its curref.t 
monthly allowable, it shall be shut ln until i t is in balance* 

The Commission aay allow overproduction to be made up at a lesser rate than would be 
the case if the well were completely shut in upon a showing at public hearing after due 
notice that complete shut in of the well would result in material damage to the well. 

GRANTING OF ALLOWABLES 

RULE 11* No gas well shall be given an allowable until Form C-104 and Form C-110 
have been filed together with a plat showing acreage attributed to said well and the 
locations of ail wells on the lease* 

RULE 12* Allowables to newly completed gas wells shall commence on the date of con­
nection to a gas transportation facility, as determined from an affidavit furnished to 
the Commission (Box 2045, Hobbs, New Mexico) by the purchaser, or the date of filing of 
Form C-104 and Form C-UO and the plat described above, whichever date is the later. 

REPORTING OF PRODUCTION 

RULE 13* The monthly gas production from each well shall be metered separately and 
the gas production therefrom shall be reported to the Commission on Form C-115 so as to 
reach the Commission on or before the 20th day of the month next succeeding the month in 
which the gas was produced. The operator shall show on such report what disposition has 
been made of the gas produced. 

Each purchaser or taker of gas in the Jaimat Gas Pool shall submit a report to the 
Commission so as to reach the Commission on or before the 20th day of the month next 
succeeding the month in which the gas was purchased or taken. 

Such report shall be filed on either Form C-lll or Form C-114 (whichever is applica­
ble) with the wells being listed in approximately the same order as they are listed on 
the proration schedule. * , —" 

Forms C-lll and C-114 referred to herein shall be submitted in duplicate, the orig­
inal being sent to the CommUslon at Box 071, Santa Fe, Now Mexico, the other copy being 
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cent to Box 2045, Hobbs, New Mexico. 

Fcjrm C-li5 shall be submitted in accordance with Rule 1114 of the Commission's Rules 
and Regulations * 

Tho f u l l production of gas from each well shall be charged against the well's allow­
able regardless of what disposition has been made of the gasj provided, however, that gas 
used on the lease for consumption in lease houses, treaters, compressors, combustion engin 
and other similar lease equipment shall not be charged against the well's allowable. 

Pnl!„M0 A 9 a s w e l l shall mean a well producing with a gas-oil ratio in excess of 
100,000 cubic feet of gas per barrel of o i l . 

R-IU.?V| 15o A well producing from the Jaimat Gas Pool and not classified as a gas well 
as defined in Rule 14 shall be classified as an o i l well* 

MhlL&k.0 T n e * e r m "9 a s purchaser" as used in these rules, shall mean any "taker" of 
gets either at the wellhead or at any point on the lease where connection is made ior gas 
transportation or utilization. I t shall be the responsibility of said "taker" to submit 
a nomination. 

RU^LriZ0 N o 9as> either dry gas or casinghead gas, produced from the Jaimat Gas Pool 
shall be flared or vented unless specifically authorized by order of the Commission after 
notice and hearing. 

RULEJJSo Oil wells producing from the Jaimat Gas Pool shall be allowed to produce a 
volume of gas each day not exceeding the daily normal unit o i l allowable multiplied by 
10,000? provided, however, that such well shall not be allowed to produce o i l in excess 
of the normal unit allowable as ordered by the Commission under the provisions of Rule 505 

PIv.^yi^pjFjJRTOg^, After the effective date of this order no well shall be completed 
or recompleted in such a manner that the producing zone of the overlying gas pool and the 
producing zone of the underlying o i l pool are both open in the same well bore unless spe­
cifically authorized by order of the Commission after notice and hearing. Dual completion! 
may bo effected in accordance with the provisions of Rule 112-A of the Commission's Rules 
and Regulations* 

Any well presently completed in such a manner that the well bore is open to both tho 
overlying gas pool and the underlying o i l pool shall be assigned to either the gas pool 
or the o i l pool by the Commission staff. Any operator of any well completed in such a 
rmmer shall submit to the Commission office at Hobbs, New Mexico, a l l pertinent well 
completion data on Form C-105, together with electric logs, sample logs, d r i l l stem test 
records, etc. All data shall be submitted in duplicate on or before September 15, 1954. 
Failure of any operator to submit the required data w i l l result in cancellation of Fornv-
C-110 and subsequent cancellation of allowables* 

I f the operator is not satisfied with the well's assignment he may apply for a herr­
ing on the mr.tter in accordance rdth Commission Rule 1203* 

r f W . n FURTir^, Gao«QU Batio Teats ahill bo taken in accordance with the provi­
sions oi liule 301 ox the Cor.i-iis-sioVs Rules tixi Ren«l2tion*>« 
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Ga;>Cil Ritio Te*yts c h i l l hi : i n a l l o i l or pool* ia accordance with the 
attached schedule, (Exhibit H)« This svh^dule .-wpe^ede* the annual "Gas-Oil Ratio test 
schedule previously issued only where applicable* 

The operator of any o i l ox gas well who has submitted Form C-l16 to the Commission 
during 1954 i n compliance with the 1954 Annual Gas-Oil Ratio test schedule previously 
adopted i s exempted from the requirement of taking another Gas-Oil Ratio test during 1954 
I f the test previously submitted is not complete the Proration Manager shall so advise 
tho operator and the operator shall submit the required test i n conformance with thc Gas-
Oil Ratio teat schedule as outlined i n Exhibit "Hw attached hereto and made a part hereof 

r-R'iVJDIp̂ F̂̂ RTĤ ^ That for gas allocation purposes and assignment of allowables the 
coriMn.itibn of "the Jalco and Langmat gas pools to the Jaimat Gas Pool shall be effective 
September 1, 1954« 

I t is recognized that a great many wells w i l l be reclassified and reassigned as a 
result of the provisions of this order and that tho time involved i n the reclassification 
may cjuse certain inequities; therefore, the Proration Manager i s hereby directed to take 
ouch action as he deems advisable to prevent inequitablJ withdrawals* 

rrnyin^^FURTH^ That i n f i l i n g Form c-101 "Matte* of Intention to D r i l l or Ro-
corr.plots" a l l operators shall s t r i c t l y comply vikth the provisions of Rule 104, paragraph 

LTOJVIDSD FURTHER, That failure to comply with the provisions of this order or the 
rules contained herein shall result in the cancellation of allowable assigned to the 
affected vaello No further allowable shall be assigned to the affected well u n t i l a l l 
rules, ond regulations are complied with° The Proration Manager shall notify the operator 
of the wall and the purchaser i n writing of the date of allowable cancellation and the 
rea.'.on therefore 

PROVIDED FURTHER, That special pool rules applicable to the Eumont Gas Pool bes 

and the ŝ me hereby are promulgated a© follow©* 

SPECIAL RULES AND REGULATIONS 
FOR THE EUKONT GAS FOOL 

Well Spacing and Acreage Requirements for D r i l l i n g Tracts* 

RUiH^lo Any well d r i l l e d a distance of one mile or more outside the boundary of tho 
Eumont Gas Pool shall be classified as a wildcat wello Any well d r i l l e d less than one 
mile outside tho boundary of the Eumont Gas Pool shall be spaced, d r i l l e d , operated and 
prorated i n accordance with the regulations i n effect i n the Eumont Gas Pool-

R̂ULŜ o Each well d r i l l e d or recompleted within the Eumont Gas Pool on a standard 
proration unit after the effective date of this rule shall be d r i l l e d not closer than 
1980 feet to any boundary line of the tract nor closer than 330 feot to a quayter-quar ter 
section line or subdivision inner, boundary line* Any well d r i l l e d to and producing from 
the Eumont Gas Pool prior to the effective date of this order mt a location conforming to 
tho spacing requirements effective at the time said well t-ss d r i l l e d s-hall bo considered 
to bu located i n conformance with this rul©* 

RULE 3* The Secretary of the Coram! «..* ion shall have -y^thoTkty to grant exception to 
the requirement* of Rule 2 without notice •'•"4 hearing where ;.t:-p I t nation has been f i l e d 
i n due form and the necessity for fhe vnorthodou location i s i.v.od on topographical con-
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dition-j or is occasioned by the recompletion of a well previously drilled to another 
horizon* 

Applicants shall furnish all operators within a 1980 foot radius of the subject well 
a copy of the application to the Commission, and applicant shall include with his appli­
cation a list of names and addresses of all operators within such radius, together with 
a stipulation that proper notice has been given said operators at the addresses given* 
The Secretary of the Commission shall wait at least 20 days before approving any such 
unorthodox location, and shall approve such unorthodox location only in the absence of 
objection of any offset operators* In the event an operator objects to the unorthodox 
location the Commission shall'consider the matter only after proper notice and hearing° 

RUtB̂ 4* The provision of Statewide Rule 104, Paragraph (k), shall not apply to the 
EumonTGas Pool located in Lea County, New Mexico* 

GAS MsfflATlOM 

F^LJ5. (a) The acreage allocated to a gas well for proration purposes shall be 
known as tno gas prorstion unit for that well* For the purpose of gas allocation in the 
Eumont Gas Pool, a standard proration unit shall consist of between 632 and 648 contiguous 
surface acres substantially in the form of a square which shall be a legal subdivision 
(section) of the U* 8* Public Land Surveys with a well located at least 1980 feet from 
the nearest property lines} provided, however, that a non-standard gas proration unit may 
be formed after notice and hearing by the Commission, or under the provisions of Paragraph 
(b) of this Rule* 

The allowable production from any non-standard gas proration unit as compared with 
the allowable production therefrom if such tract were a standard unit shall be in the 
ratio of the area of such non-standard proration unit expressed in seres to 640 acres* 
Any gas- proration unit containing between 632 and 648 acres shall be considered to contain 
640 acres for the purpose of computing allowables* 

In establishing a non-standard gas proration unit the location of the well with 
respect to the two nearest boundary lines thereof shall govern the maximum amount of 
acreage that may be assigned to the well for the purposes of gas prorstion} provided, 
however, that any well drilled to and producing from the Eumont Gas Pool, as defined 
herein, prior to the effective date of this order st a location conforming with the 
spacing requirements effective at the time ssid well was drilled shall be granted a 
tolerance not exceeding 330 feet with respect to the required distances from the boundary 
lines* The maximum acreage which shsll be assigned with respect to the well's location 
shall be as followsi 

Location Maximum Acreage 

660* - 660' 160 acres 
660* - 1980' 320 acres 

(b) The Secretary of the Commission shall have authority to grant an exception 
to Rule 5 (a) without Notice and Hearing where application has been filed'in due form and 
where the following facts exist and the following provisions are complied with; 

1* The non-standard gas proration unit consists of contiguous quarter-quarter 
sections and/or lots* 

2. The non-standard gas proration unit lies wholly within a single governmental 
section* 
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3* tht entire non-standard gaa proration Uftit aay rtaaonably be presumed to 
bt ptrdoctive of gas* 

4* tht length or width of the non-standard gas proration unit does not exceed 
5280 feet* • 

8* the applicant presents written consent in the fora of waivers from (a) all 
operators owning interests in tht quarter sections in which any part of the non-standard 
gas prorstion unit is situated and which acreage is not included in said non-standard gas 
proration unit* and (b) all operators owning interests within 1500 feet of the well to 
which such gas proration unit is proposed to be allocated* 

6* In lieu of paragraph 5 of this rule, the applicant may furnish proof of the 
fact that said offset operators were notified by registered nail of his intent to form 
such non-standard gat proration unit* The Secretary of tht Commission may approve the 
application if, after a period of 30 days following the mailing ef said notice, no operat­
or has made objection to formation of such non-standard gas proration unit* 

RULE 6. (a) The commission after notice and hearing, shall consider the nominations 
of gas purchasers from tht lunoftt (Saa fool and other relevant data and shall fix the allow­
able production of the Ittaont Gas Pool* 

(b) The allowable assigned to any well capable of producing its normal gas 
allowable in the Eumont 0a§ Pool shall be the same proportion of the total remaining allow­
able allocated to said pool after deducting allowables of marginal wells that the number 
of acres contained ln the gas proration unit for that wall bears to the acreage contained 
in all gas proration unite assigned to nonparginai wells in the Eumont Gas Pool* 

RULE 7. At least 30 days prior to 'the beginning of eaoh gas proration period the 
Commission shall hold a hearing after due notice has been given* The Commission shall 
cause to be submitted by each gaa purchaser Its "Preliminary Nominations" of the amount 
of gas which each in good faith actually desires to purchase within the ensuing proration 
period, by months from the fumont Ost Pool* Tht Commission shall consider the "Preliminary 
Nominations" of purchasers, actual production, and such other factors as may be deemed 
applicable in determining tht amount of gaa that may bt produced without waste within 
the ensuing proration period* "Preliminary Neminitieng* shall be submitted on a form 
prescribed by the Commissiona 

RULE 8* Xn the event a gaa purchaser's market shall have increased or decreased, 
he may file with tht Commission prior to tht 19th day of the month a "supplemental" 
nomination, showing the amount of gaa ht aotualiy in good faith desires to purchase during 
the ensuing proration month from tht Eumont Qas Pool* The Commission shall hold a public 
hearing between tht 15th and 20th days ef each month to determine the reasonable market 
demand for gas for the ensuing proration month, and shall issue a proration schedule 
setting out the amount of gas which each well may produce during the ensuing proration 
month. 

Included in tht monthly proration schedule shall bt (a) a summary of the total pool 
allocation for tmart month showing nominations, and adjustments made for underage or over­
age applied from a previous month (b) a tabulation of the net allowable, and production 
for the second preceding month together With a cumulative overage or underage computation, 
(c) a tabulation of the current and net allowables for the preceding month, (d) a tabula-^ 
tion ef current monthly allowables for the ensuing proration month, and (e) a tabulation 
of the acreage assigned each well together with a tabulation of the acreage factor assigned 
each well* For the purpose of allocation a proration unit of 640 acres shall be assigned 
an acreage factor of 4*00} a proration unit ef 160 acres a factor of 1*00, etc* 
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"Supplemental Nominations" shall'be submitted on a form prescribed!by the Commission* 

The Commission shall include in the proration schedule the gas wells in the Eumont 
Gee Pool delivering to a gas transportation facility, or lease gathering system, and shall 
include in the proration schedule of the Eumont Gas Pool any well which i t finds is being 
unreasonably discriminated against through'denial of access to a gas transportation facil­
ity, which is reasonably capable of'handling the type of gas produced by such well* The 
total allowable to be allocated to/<tfte"pool each month shall be equal to the sum of the 
preliminary or supplemental nominations (whichever is applicable) together with any ad­
justment which the Commission deems advisable* i 

# 

If during a proration month the* acreage assigned a well is increased the operator 
shall notify the Proration Manager ifr'writing (Box 2045, Hobbs, New Mexico) of such in­
crease* The increased allowable a#eignedr?the gas proration unit for the well shall be 
effective on the firjSt day of the aenth f61 lowing receipt of the notification by the 
Proration Manager* 

BALANCING OF PRODUCTION 

RULE 9* Underproduction!' Tbe- d*ta>s 7t00 a*m* , January 1, and;7*00 a*m«, July 1, 
shall be known as balancing dates- and?the periods of time bounded by these dates shall 
be known as gas proration periods* The amount of current gas allowable remaining un-
produced at the end of each proration period shall be carried forward to and may be pro­
duced during the next succeeding proration period in addition to the normal gas allowable 
for such succeeding period) but whatever amount thereof is not made up within the first 

j succeeding proration period ahall be cancelled* 

If i t appears that such continued underproduction has resulted from Inability of the 
well to produce its allowable, i t may be classified as a marginal well and its allowable 
reduced^to the well's ability to produce* 

If at the end of a proration period a marginal well has producsd more than the total 
allowable assigned a non-marginal unit of corresponcing size, the marginal well shall be 
reclassified as a non-marginal well and its allowable adjusted accordingly* 

If during a proration period a marginal well is reworked or recompleted in such a 
manner that its productive capacity is increased to the extent that is, should be reclass­
ified as a non-marginal well, the reclassification shall be eff active QJ*> the first day 
of the proration-month following the date of recompletion* 

The Proratl<m>Manager may reclassify a*well at any time i f production data or de­
liverability tests reflect the need)for suoH a reclassification* 

RULE 10. Overproduction*-. A well wMtofyhas produced1 a greater amount of gas than 
was allowed during/ a given proration periJed'shall have its allowable for the first 
succeeding proration period: reduced by the?amount of such overproduction and such over­
production shell be made up within the fltoa* succeeding, proration pecliodK If, at the 
end of the first succeeding proreti'om period*, the well i;s s t i l l overproduced, and has not 
been in balance since the end of the preceding proration period, then i t shall be shut in 
and its current monthly allowable charged against said overproduction until the well is 
in balance* If, at any time, a well is overproduced an amount equaling six times its 
current monthly allowable, i t shall be shut in until i t is in balance* 

The Commission may allow overproduction to be made up at a lesser rate than would 
be the case i f the well were completely shut in upon a showing at public hearing after 
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due notice that complete shut ln of the well would result In materiel damage to the well. 

GRANTING OF ALLOWABLES. 

RULE 11. No gas well shall be given an allowable until Form C-104 end Form C-110 
have been filed together with s plat showing acreage attributed to said well and the lo­
cations of all wells on the lease. 

RULE 12. Allowables to newly completed gas wells shall commence on the date of con­
nection to a gas transportation facility, as determined from an affidavit furnished to th 
Commission (Box 2045, Hobbs, New Mexico) by the purchaser, or the date of filing of Form 
C-104, and Form C-110 and the plat described above, whichever date is the later* 

REPORTING OF PRODUCTION 

RULE 13* The monthly gas production from each gas well shall be metered separately 
and the gas production therefrom shall be reported to the Commission on Form C-115 so as 
to reach the Commission on or before the 20th day of the month next succeeding the month 
in which the gas was produced. The operator shall show on such report what disposition 
has been made of the gas produced* 

Each purchaser or taker of gas in the Eumont Gas Pool shall submit a report to the 
Commission so as to reach the Commission on or before the 20th day ef the month next 
succeeding the month in which the gas was purchased or taken. 

Such report shall be filed on either Form C-lll or Form C-114 (whichever is applic­
able) with the wells being listed in approximately the same order as they are listed on 
the prorstion schedule. 

Forms C-lll and C-114 referred to herein shall be submitted in duplicate, the origin 
al being sent to the Commission at Box 871, Santa Fe, New Mexico, the other copy being 
sent to Box 2045, Hobbs, New Mexico* 

Form C-115 shall be submitted in accordance with Rule 1114 of the Commission's Rules 
end Regulations* 

Tho full production of gas from each well ahall be charged againet the well's allow­
able regardless of what disposition has been made of the gas\ provided, however, that gas 
used on*the lease for consumption in lease houses, treaters, compressors, combustion en­
gines and other similar lease equipment shall not be charged against the well's allowable 

DEFINITIONS 

•RULE 14. A gas well shall mean a well produclhg with a gas-oil ratio ln excess of 
100,000 cubic feet of gas per barrel of oil. 
» . - - •-* 

RULE 15. A well producing from the Eumont Gas Pool and not classified as a gas well 
as defined in Rule 14 shall be classified as an oil well. 

RULE 16. The term "gas purchaser" as used in these rules, shall mean any "taker" of 
gas either at the wellhead or at any point on the lease where connection is made for gas 
transportation or utilization. I t shall be the responsibility of said "taker" to submit 
a nomination. 
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£yi^Lil8 N o 9as» either dry gas or casinghead gas, produced from the Eumont Gas Pool 
shall"bo flared or vented unless specifically authorized by order of the Commission after 
notice and hearing. 

BUt«̂ 18o Oil wells producing from the Eumont Gas Pool shall be allowed to produce 
a volume"o*f"ga« each day not exceeding the daily normal unit oil allowable multiplied by 
10,000} provided, however, that such well shall not be allowed to produce oil in excess 
of the normal unit allowable as ordered by the Commission under the provisions of Rule 505. 

v • « - - -

rrrVID'-D FURTHER. That special pool rules applicable to the Arrow Gas Pool be, and the 
same hereby" are promulgated as follows* 

SPECIAL RULES ANO REGULATIONS 
FOR THE ARROW GAS POOL 

V.'TII Hpncinq and Acreaqe Requirements for Drilling Tracts. 

RULE 1. Any well drilled a distance of one mile or more outside the boundary of the 
Arrow Gas Pool shall be classified as a wildcat well. Any well drilled less than one mile 
outside the boundary of the Arrow Gas Pool shall be spaced, drilled, operated and prorat­
ed in accordance with the regulations in effect in the Arrow Gas Pool. 

RUI.'S:._2. Each well drilled or recompleted within the Arrow Gas Pool on a standard pro­
ration unit after the effective date of this rule shall be drilled not closer than 1980 
feet to any boundary line of the tract nor closer than 330 feet to a quarter-quarter sec­
tion lino or subdivision inner boundary line. Any well drilled to and producing from the 
Arrow Gas Pool prior to the effective date of this order at a location conforming to th® 
cpoclng requirements effective at the time said well was drilled shall be considered to 
be located in conformance with this rule. 

nu Tl 3. The Secretary of the Commission shall have authority to grant exception to 
tho rcquiromonts of Rule 2 without notice and hearing where application has been filed in 
due form and tho necessity for the unorthodox location is based on topographical conditions 
or is occaoionod by the recompletion of a well previously drilled to another horizon. 

Applicants shall furnish all operators within a 1980 foot radius of the subject well 
a-copy of tho application to the Commission, and applicant shall include with his appli­
cation a list of names and addresses of all operators within such radius, together with 
a stipulation that proper notice has been given said operators at the addresses given. 
The Secretary of the Commission shall wait at least 20 days before approving any such un­
orthodox location, and shall approve such unorthodox location only in the absence of ob­
jection of any offset operators. In the event an operator objects to the unorthodox 
location the Commission shall consider tho matter only after proper notice and hearing. 

JPMf"', 4. The provioiono of Ototcwldo Rule 104, Porogrcph (k), ohall not apply to the 
Arrow"OCD »ool located in Lea County, Now Mexico. 

G'l I"'*"? ATI 
... . .. . .tm 

nut" 5. (A) Tho acreage allocated to a gas well for proration purposes shall be 
known'ao'tho gao proration unit for that woll. For tho purposo of gas allocation in the 
Arrow Gao fool, a otandard proration unit chall consist of batwaon 632 and 648 contiguous 
curfneo ocroc eubotantially in tho form of a cquoro which chall bo a legal oubdivision 
(ccction) of tho U. S» Public Lend Ourvoyo with a woll located at loast 19C0 foot from 
tho nocroot property linooj provided, he; ver, that a non-standard proration unit may bs 
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formed after notice and hearing by the Commission, or under the provisions of Paragraph 
(b) of this Rule. 

the allowable production from any non-stsndard gas proration unit as compared with 
the uiiowable production therefrom if such tract were a standard unit shall be in the 
ratio of the area of such non-standard proration unit expressed in acres to 640 acres. 
Any gas proration unit containing between 632 and 648 acres shall be considered to contain 
640 acres for the purpose of computing allowables» 

In establishing a non-standard gas proration unit the location of the well with re­
spect to the two nearest boundary lines thereof shall govern the maximum amount of acreage 
that may be assigned to the well for the purposes of gas proration} provided, however, 
that any well drilled to and producing from the Arrow Gas Pool, as defined herein, prior 
to the effective date of this order at a location conforming with the spacing requirements 
effective at the time said well was drilled shall be granted a tolerance not exceeding 
330 feet with respect to the required distances from the boundary lines. The maximum 
acreage which shall be assigned with respect te the well's location shall be as follows* 

Location Maximum Acreage 

660' - 660' 160 acres 
660' - 1980* 320 acres 

(b) The Secretary of the Commission shall have authority to grant an exception 
to Rule 5 (a) without notice and hearing where application has been filed in due form and 
where the following facts exist and the following provisions are complied with) 

1. The non-standard gas proration unit consists of contiguous quarter-
quarter sections and/or lots. 

2. The non-standard gas proration unit lies wholly within a single govern­
mental section. 

3. The entire non-standard gas proration unit may reasonably be presumed 
to be productive of gas° 

4. The length or width of the non-standard gas proration unit does not 
exceed 5280 feet. 

5. The applicant presents written consent in the form of waivers from (a) 
all operators owning interests in the quarter sections in which any part of the non-stand­
ard gas proration unit is situated and which acreage is not included in said non-standard 
gas proration unit, and (b) all operators owning interests within 1500 feet of the well to 
which such gas proration unit is proposed to be allocated. 

6. In lieu of paragraph 5 of this rule, the applicant may furnish proof 
of the fact that said offset operators were notified by registered mail of his intent to 
form such non-standard gas proration unit. The Secretary of the Commission may approve 
the application if , after a period of 30 days following the mailing of said notice, no 
operator has made objection to formation of such non-standard gas proration unit. 

RULE 6. (a) The Commission aftcst notice and hearing, shall consider the nominationsv-
of gas purchasers from the Arrow Gas Pool and other relevant data and shall fix the allow­
able production of the? Arrow Gas Pool. 
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(b) The allowable assigned to any well capable of producing its normal 
gas allowable in the Arrow Gas Pool shell bs the same proportion of the total remaining 
allowable allocated to said pool after deducting allowables of marginal wells that the 
numbar of acres contained in the ga« prorstion unit for that well bears to the acreage 
contained in all gas proration unit? assigned to non-marginal wells in the Arrow Gas Pool* 

RULE 7e At least 30 days prior to the beginning of each gas proration period the 
Conjniasion shall hold a hen.ing after due notice has been given. The Commission shall 
cauoe to be submitted by each gas purchaser i t i "Preliminary Nominations" of the amount 
of gas which each in good faith actually desirea to purchase within the ensuing proration 
period, by months from the Arrow Gas Poolo The Commission shall consider the "Preliminary 
Nominations" of purchasers, actual production, and such other factors as may be deemed 
applicable in determining the amount of gas that may be produced without waste within 
tho ensuing proration period. "Preliminary Nominations? shall be submitted on a form pre­
scribed by the Commission. 

PUIH 8. In the event a gas purchaser's market shall have increased or decreased, he 
may file with the Commission prior to the 10th day of the month a "supplemental" nomina­
tion, showing the amount of gas he actually in good faith desires to purchase during the 
ensuing proration month from the Arrow Gas Poolo The Commission shall held a public hear­
ing between the 15th and 20th days of each month to determine the reasonable market de­
mand for gas for the ensuing proration month, and shall issue a proration schedule setting 
out the amount of gas which each well may produce during the ensuing proration month. 

Included in tho monthly proration schedule shall be (a) a summary of the total pool 
allocation for that month showing nominations, and adjustments made for underage or over­
age applied from a provious month, (b) a tabulation of the net allowable, and production 
for the second preceding month together with a cumulative ovorjpgo or underage computation, 
(c) a tabulation of tho current and net allowables for the preceding month, (d) a tabula­
tion of current monthly allowables for the ensuing proration month, and (e) a tabulation 
of tho acreage assigned oach well together with a tabulation of the acreage factor assign­
ed each well. For the purpose of allocation a proration unit of 640 acres shall be assign­
ed an acreage factor of 4.00) a proration unit of 160 acres a factor of 1.00, etc. 

"Supplemental Nominations" shall be submitted on a form prescribed by the Commission. 

Tho Commlcolon sholl include in the proration schedule tho gas wells in the Arrow 
Gas Pool delivering to a gas transportation facility, or lease gathering system, and ohall 
include in tho proration schedule of th© Arrow Ga© Pool any well which i t finds i t being 
unreasonably discriminated against through denial of access to a gas transportation fac­
ility, which is reasonably capable of handling the type of gas produced by such well. The 
total allowable to bo allocated to the pool each month shall be equal to the sum of the 
preliminary or supplemental nominations (whichever is applicable) together, with any ad­
justment which tho Commission deems advisable. 

If during a proration month the acreage assigned a well is increased the operator 
shall notify the Proration Manager in writing (Box 2045, Hobbs, New Mexico) of such in­
crease. Tho increased allowable assigned tho gas proration unit for the well shall be 
effective on the first day of the month following receipt of the notification by the 
Proration Manager. 

F*T./\M0ir-!G 0̂  Pr̂ OUCTION 

Eu;!.̂ 2° Underproductioni Thc dates 7»00 a.m., January 1, and 7s00 a.m., July 1, 
ohall ba known ao balancing dates and the periods of time bounded by these dates shall be 
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known as gas proration periods* The amount of current gas allowable remaining unproduced 
at the end of each proration period shall be carried forward to and may be produced dur­
ing the next succeeding proration period in addition to the normal gas allowable for such 
succeeding period! but whatever amount thereof ie not made up within the first succeeding 
proration period shall, be cancelled* 

If i t appears that such continued underproduction has resulted from inability if thej 
well to produce its allowable, i t may be classified as a marginal well and its allowable 
reduced to the well's ability to produce* 

If at the end of a proration period a marginal well has produced more than the total 
allowable assigned a non-marginal unit of corresponding size, the marginal well shall be 
reclassified as a non-marginal well and its allowable adjusted accordingly* 

If during a proration period a marginal well is reworked or recompleted in such a 
manner that its productive capacity is increased to the extent that i t should be reclass­
ified as a non-marginal well, the reclassification shall be effective on the firet day 
of the proration month following the date of recompletion* 

The Proration Manager may reclassify a well at any time if production data or de­
liverability tests reflect the need for such a reclassification* 

RULE 10* Overproduction! A well which has produced a greater amount of gas than 
was allowed during a given proration period shall have its allowable fer the first 
succeeding prorstion period reduced by l ve amount of such overproduction and such over- -
production shall be made up within the first succeeding proratien period* If, at the end 
of the first succeeding proration period, the well is s t i l l overproduced, and has not 
been in balance eince the end ef the preceding proration period, then i t ahall be shut 
in and its current monthly allowable charged against said overpreduction until the well 
is in balance* If, at any time, a well is overproduced an amount equaling six times its 
current monthly allowable, i t shall be shut in until i t is in balance. 

The Commission may allow overproduction te be made up at a lesser rate than would 
be the case if the well were completely shut in upon a shewing at public hearing after 
due notice that complete shut in of the well would result in materiel damage te the well* 

GRANTING OF ALLOWABLES <• 

RULE 11* No gas well shall be given an allowable until Form C-104 and Form C-110 
have been filed together with a plat shewing acreage attributed te said well and the 
locations of all wells on the lease. 

RULE' 12* Allowables to newly completed gas wells shall commence en the date of con­
nection to a gas transportation facility, as determined from an affidavit furnished to 
the Commission (Box 2045, Hobbs, New Mexico) by the purchaser, or the date of filing of 
Form C-104, and Form C-110 and the plat described above, whichever date is the later. 

REPORTING OF PRODUCTION 

RULE 13. The monthly gas production from each gas well shall be metered separately 
and the gas production therefrom shall be reported to the Commission on Form C-115 so as 
to reach the Commission on or before the 20th day of the month next succeeding the month^ 
in which the gas was produced. The operator shall show on such report what disposition 
has been made of the gas produced. 
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Each purchaser or taker of gas in the Arrow Gas Pool shall submit a report to the 
Commission so as to reach the Commission on or before the 20th day of the month next 
succeeding the month in which the gas was purchased or taken. 

Such report shall be filed on either Form C-lll or Form C-114 (whichever is appli­
cable) with the wells being listed in approximately the same order as they are listed on 
the proration schedule. 

Forms C-lll and C-114 referred to herein shall be submitted in duplicate, the 
original being sent to the Commission at Box 871, Santa Fe, New Mexico, the other copy 
being sent to Box 2045, Hobbs, New Mexico. 

Form C-115 shall be submitted in accordance with Rule 1114 of the Commission's Rules 
and Regulations. 

The full production of gas from each well shall be charged against the well's allow­
able regardless of what disposition has been made of the gasj provided, however, that 
gas used on the lease for consumption in lease houses, treaters, compressors, combustion 
engines and other similar lease equipment ahall not be charged against the well's allow­
able. 

DEFINITIONS 

MILE 14. A gas well shall mean a well producing with a gas-oil ratio in excess of 
100,000 cubic feet of gas per barrel of oil. 

RULE 15. A well producing from the Arrow Gas Pool and not classified as a gas well 
as defined ln Rule 14 shall be classified as an oil well. 

RULE 16. The terra "gas Purchaser" as used in these rules, shall mean any "taker" 
of gas either at the wellhead or at any point on the lease where connection is made for 
gas transportation or utilization. It shall be the responsibility of said "taker" to 
submit a nomination. 

RULE 17. No gas, either dry gas or casinghead gas, produced from the Arrow Gas Pool 
shall be flared or vented unless specifically authorized by order of the Commission after 
notice and hearing. 

RULE 18. Oil wells producing from the Arrow Gas Pool shall be allowed to produce a 
volume of gas each day not exceeding the daily normal unit oil allowable multiplied by , 
10,000} provided, however, that such well shall not be allowed to produce oil in excess 
of the normal unit allowable as ordered by the Commission under the provisions of Rule 
505. 

EXHIBIT "A" 

Horizontal limits of the Jaimat Gas Pool 

Township 21 South, Ranqe 36 East 

All of Section 31 
Srt/4 of Section 32 
All of Sees. 33 and 34 

Township 22 South, Range 35 East 
E/2 Section 13 
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Exhibit "A" (Cont'd) 

Townshipt 22.South<_ Rang© 36 East 
All of Sees. 3 through 10, inclusive-
W/2 Sec 11 
W/2 Section 14 
All of Sees* 15 through 18, inclusive 
NE/4 Sec. 19 
All of Sees* 20 through 23, inclusive 
W/2 Sec 24 
All of Sees* 25 through 299 inclusive 
All of Sees. 32 through 36, inclusive 

Township 22 South, Range 37 East 
Srf/4 Sec. 31 

Township 23 South, Range 36 East 
All ̂ ~sl^sTT'Thr ough 4, inclusive 
N/2 and SE/4 Sec. 5 
E/2 Sec 8 
All Sees* 9 through 16, Inclusive 
NE/4 Sec. 17 
All Sees* 21 through 27, inclusive 
E/2 Sec. 28 
E/2 Sec 33 

All Sees. 34, 35 and 36 

Township 23 South, Ranqe 37 East 
—mi ...i II iiiiiir '--rT —II <-1—nn—iTiin mi i ri—' nm—' 1— 

All Sees. 6, 7, S/2 Sec 8 
All Sees. 17 through 21, inclusive 
All Sees. 28 through 33, inclusive 
Township 24 South, Ranqe 36 East 
All of iiocs. 1, 2, and 3 
E/2 Sec 4 
NE/4 Sec 9 
N/2, SE/4 Sec 10 
All of Sees. 11 through 14, inclusive 
E/2 Sec 15 
Ail Sees* 22 through 26, inclusive 
E/2 Sec 27 
E/2 Sec 34 
All Sees* 35 and 36 
Tov;n9hlp..2̂ ir6.outhi,ir.Rnngs ..37nEast r 

Ail"of"SecsT~6, 6, 7~and 8 
W/2 Sec. 9 
W/2 Sec 16 
All of Sees* 17 through 23, inclusive 
All of Sees. 26 through 35, inclusive 

Township 25 South, Ranqe 36 East 
All of Sec. 1 
N/2 Sec 2 
All of Sees. 12, 13, 24 and 25 
NE/4 Sec. 36 

Tor.nshiî _25 South,̂ Ranqe 37 East 
TiT'a e c'«~*2̂ Hrbliigĥ 3T" fncTusi ve 
W/2 Sec 34 
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Exhibit "A" (Cont'd) 
Township 26 South, Range 37 East 

iprsecrT-"-— 
A l l Sees. 4 through 9, inclusive 
W/2 Sec. 10 
All of Sees. 15 through 22, inclusive 
A l l Sees. 27, 23 and 29 
N/2, SE/4 Sec. 30 
E/2 Sec. 31 
A l l of Sees. 32, 33 and 34 

EXHIBIT "B" 

Horizontal limits of the Eumont Gas Pool 

Township 19 South, Range 36 East 
A l l of Sees. 12, 13, 14, 23, 24, 25, 26 
E/2 Sec. 27 
E/2 Sec. 34 
A l l of Sees. 35 and 36 

Township 19 South, Ranqe 37 East 
W/2 Sec. 4 
E/2 Sec. 5 
A l l of Sees. 7, 8, 17, 18, 19, 20 
W/2 Sec. 9 
W/2 Sec. 21 
W/2 Sec. 27 
All of Sees. 28, 29, 30, 31, 33 and 34 

Township 20 South, Range 36 East 
A l l of Sees. 1, 2 
E/2 Sec1. 3 
E/2 Sec. 10 
A l l of Sees. 11, 12, 13 and 14 
NE/4 Sec. 15 
N/2 and SE/4 Sec. 23 
A l l of Sees. 24 and 25 
E/2 Sec 26 
E/2 Sec. 35 
A l l Sec 36 

Township 20 South, Range 37 East 

W/2 Sec 2 
A l l of Sees. 3 through 10, inclusive 
W/2 Sec 11 
Al l of Sees. 15 through 22, inclusive 
S/2 Sec. 23 
A l l of Sees. 26 through 35, inclusive 
W/2 Sec 36 

Township 21 SouthT Range 35 East 
A l l o f S e c 1 
SE/4 Sec 2 
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Exhibit "B" (Cont'd) 

Township 21 South, Ranqe 35 East (cont'd) 
NE/4 Sec. 11 
All of Sec. 12 
All of Sees. 13 and 24 

Township 21 South, Range 36 East 
All of Sees. 1 through 21, inclusive 
N/2 and SW/4 Sec. 22 
W/2 Sec. 27 
All of Sees* 28, 29 and 30 
N/2 and SE/4 Sec. 32 

Township 21 South, Range 37 East 
All of Sees. 7 and 18 

EXHIBIT "C" 

Township 21 South, Range 36 East 
SE/4 Sec. 24 
All Sec 25 
E/2 Sec 26 
NE/4 and S/2 Sec. 35 
All Sec 36 

Township 22 South, Ranqe 36 East 
Ail'of Sees. 1 and 2 
NE/4 Sec. 11 
All of Sec. 12 
N/2 and SE/4 Sec 13 

Township 22 South, Range 37 East 
W/2 S e c 7 
All Sec 18 
N/2 Sec. 19 

EXHIBIT "D" 

Horizontal limits of the Eunice-Monument Oil Pool 

Township 19 South, Ranqe 36 East 
E72*Sec 12 
All of Sec. 13 
All Sees. 23 through 27, inclusive 
All Sees. 34, 35 and 36 

Township 19 SouthT Ranqe 37 East 
SW/4 Sec. 3 
S/2 Sec. 4 
All of Sees. 7 and 8 
W/2 Sec 9 
W/2 Sec 16 
All Sees. 17 through 21, inclusive 
S/2 Sec 27 
All Sees. 28 through 34, inclusive 
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Exhibit "D" (Cont'd) 
Igynnhlp. PO.PoMth, Range 36 East 
All Goes. 1~, 2 and 3" 
Al l Sees* 10 through 14, inclusive 
E/2 Sec. 15 
All Sees. 23 through 26, inclusive 
E/2 Sec. 27 
All Sees* 35 and 36 

Tcrnrhio 20 South, Range 37 East 
0K:,~:--. ---- i ~ -nn n in 1 i i n I'liml — 1 — n y 1 1 1 — 

All Sjoca. 3 through 10, inclusive 
All Sees. 15 through 21, inclusive 
W/2 Sec. 22 
All Sees. 29 through 33, inclusive 
Township 21 South. Range 35 East 
All Sees. 1, 12," 13, 24 
E/2 Sec. 25 

Township 21 South, Range 36 East 
S/J/4 Sec 1 
All of Sees. 2 through 11, inclusive 
W/2 Sec. 12 
W/2 Sec. 13 
All Sec. 14 through 22, inclusive 
N17/4 Sec 23 
W/2 Sec. 27 
All Sees* 28, 29 and 30 
N/2 and SE/4 Sec. 32 
All Sec. 33 
W/2 Sec. 34 

EXHIBIT WE W . 

Horizontal limits of the Cooper-Jal Oil Pool 
Township 23 South* Range 36 East 
All of Sees. 4, 5, 8, 9, 15, 16, 17, 
20, 21, 22, 27, 28, 33 and 34 

Township 24 South, Ranqe 36 East 
wTfSec. 2 
All of Sees. 3 and 4 
N/2 Sec. 9 
All Sec* 10 
W/2 Sec. 11 
SW/4 Sec. 13 
All Sees* 14 and 15 
All Sees* 22, 23 
NW/4 and W/2 SW/4 Sec 24 
W/2 Sec* 25 
All Sees* 26, 27, 34 and 35 
W/2 Sec 36 

Township 25 South. Range 36 East 
All Sees., 1, 2, 3, 11, 12, 13, 14, 23, 
24, 25, 26 and 36 
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Township 25 South. Range 37 East 
SW/4 Sec. 6 
W/2 Sec. 7 
W/2 Sec. 18 
W/2 and W/2 E/2 Sec 19 
W/2 Sec. 30 
All Sec. 31 
SW/4 Sec. 32 

EXHIBIT "? M 

Horizontal limits of the Langlie-Mattix Oil Pool 

Township 23 South. Range 36 East 
All of Sees. 1, 2, 3, 10, 11, 12, 13, 
14, 23, 24, 25, 26, 35 and 36 

t Township 23 South, Ranqe 37 East 
W/2 S e c 6 
All of Sees. 7, 18, 19 
W/2 W/2 Sec. 26 
All Sec. 27 
S/2 S e c 28 
All Sees* 29 through 35, inclusive 

Township 24 Southy Range 36 East 
All Sec 1 
E/2 Sec. 2 
E/2 Sec. 11 
All Sec. 12 
N/2 and SE/4 Sec. 13 
E/2 and E/2 SW/4 Sec* 24 
E/2 Sec. 25 
E/2 Sec 36 

Township .24 South, ffange 37 East 
All "of Sees. 2 through 11, inclusive 
All of Sees. 14 through 23, inclusive 
SW/4 Sec. 25 
All Sees* 26 through 35, Inclusive 
W/2 Sec. 36 

Township 25 South, Range 37 East 
All of1 Sees* 2 through 5, inclusive 
N/2 and SE/4 Sec. 6 
E/2 Sec. 7 
All of Sees* 8 through 11, inclusive 
W/2 Sec. 13 
All Sees. 14 through 17, inclusive 
E/2 Sec. 18 
E/2 E/2 Sec 19 
All Sees* 20 through 23, inclusive 
W/2 Sec 24 
All Sec 25 
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Exhibit "F" (Cont'd) 

Township 25 South, Range 37 East (Cont'd) 
All' SecsT 26" through 29, inclusive 
E/2 Sec* 30 
N/2, SE/4 Sec. 32 
All Sees. 33, 34 and 35 
W/2 Sec. 36 

Township 26 South, Range 37 East 
m m a _ & j ^ » m M * « a a » ^ — — — M S I I S I S M M M B S » M I S > I S M I S « — S M M I M M W 

NW/4Sec. 1 
NE/4 Sec. 2 

EXHIBIT "6" 

Horizontal limits of the South Eunice Oil Pool 

Township 21 South, Range 35 East 
E / 2 S e c 36 

Tovvnship^2jjSouth, Range 36 East 
All Sec 31 
SW/4 Sec. 32 

Townshipn22 South, Range 35 East 
172 Sec 1 

TownrMpi 22 Sputhj Ranqe 36 East 
W/2 S e c 3 
All Sees* 4 through 10, inclusive 
SW/4 Sec 11 
W/2 Sec. 14 
All Sees. 15 through 23, inclusive 
All Sees* 25 through 29, inclusive 
E/2 S e c 30 
NE/4 Sec. 31 
All Sees* 32 through 36, inclusive 
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EXHIBIT "H" 
GAS-OIL RATIO TEST SCHEDULE 

NAf.2 OF POOL 
GOR 
LIMIT TEST PERIOD 

DEADLINE 
FOR FILING FORM 

C-l 16 

Oil,Pools 

Arrowhead 3500 Nov. Dec* Jan. 15, 1955 
Cooper-Jal 10000 Sept* October 15, 1954 
Eunice 6000 Oct* Nov v. Decc January 15, 1955, 
Monument 3000 July Aug* Sept* October 15, 1954 
South Eunice 10000 Sept* Oct* November 15, 1954 
Hardy 10000 Sept. Oct* November 15, 1954 
Langlie-Mattix 10000 Sept* October 15, 1954 
Leonard 10000 Sept* October 15, 1954 
South Leonard 10000 Sept. October 15, 1954 
Penrose-Skelly 10000 Sept* Oct. Nov* December 15, 1954 
Rhodes 10000 Sept. Oct. November 15, 1954 

• 

GAS_FgOLS. 

Arrow 10000 Oct. Nov* December 15, 1954 
Eumont 10000 Oct. Nov. Dec* January 15, 1955 
Jaimat 10000 Sept* Oct* Nov. December 15, 1954 

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

STATE OF NEW MEXICO 

OIL CONSERVATION COMMISSION 

EDWIN L . MECHEM, Chairman 

E . S. WALKER, Member 

W. B. MACEY, Member and Secretary 

S E A L 

ig 
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BEFORE THE OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
TEXAS PACIFIC COAL & OIL COMPANY FOR 
AN ORDER IMMEDIATELY TERMINATING GAS 
PRORATIONING IN THE JALMAT GAS POOL, 
LEA COUNTY, NEW MEXICO, OR IN THE AL­
TERNATIVE, FOR AN ORDER IMMEDIATELY 
CANCELLING ALL ACCUMULATED UNDER­
PRODUCTION} REQUIRING PURCHASERS TO CASE NO. 
INCREASE NOMINATIONS COMMENSURATE WITH 
ACTUAL TAKES5 ESTABLISHING DELIVER­
ABILITY AS A FACTOR IN THE PRORATION 
FORMULA; ESTABLISHING MAXIMUM TAKES AS 
TO WELLS IN THE POOL; AND SUCH OTHER 
ORDERS AS WILL IMMEDIATELY BRING THE 
POOL INTO BALANCE AND MAINTAIN SUCH 
BALANCE WITHOUT WASTE AND WITHOUT ABUSE 
OF CORRELATIVE RIGHTS» 

APPLICATION 

Comes now applicant, Texas Pacific Coal & Oil Company, by 

its attorneys, Campbell & Russell, and states; 

1. Applicant is the owner of 41.75 non-marginal gas units 

and 6.71 marginal gas units within the limits of the Jaimat Gas 

Pool, Lea County, New Mexico. All of said units involve leases 

from the State of New Mexico. 

2. There are 389.13 gas units in the Jaimat Gas Pool and 

El Paso Natural Gas Company is connected to and purchases from 

336.23 of said gas units, being approximately 86% of the total 

gas units in the field. El Paso Natural Gas Company has exclusive 

control over the rate of takes from each of applicant's wells in 

the pool. 

EXHIBIT "B" 
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3. On January 1, 1954, the Oil Conservation Commission of 

New Mexico instituted gas prorationing in the then-defined limits 

of the pool, and for a period of 2% years, until the last six 

months of 1956, allowables and production within the pool were 

maintained in reasonable balance. During the last six months of 

1956, El Paao Natural Gas Company took from Applicant's wells 

amounts of gas considerably in excess of i t s nominations and 

failed to f i l e supplemental nominations to adjust i t s nominations 

to i t s actual takes, resulting In excessive over-production carry 

over into the f i r s t proration period of 1957. 

4. The Oil Conservation Commission, at the request of certain 

gas purchases, has to date failed to balance production at the 

end of each proration period as provided in the rules governing 

gas prorationing in the Jaimat Pool. 

5. Many of the gas wells in the Jalmat Gas Pool have been 

and are now unable to produce the allowable assigned to them and 

there i s now accumulated under-production In said pool which 

cannot be made up before the end of the current proration period. 

6. During the year 1957, El Paso Natural Gas Company, by 

reason of over-production accumulated to wells on which I t failed 

to supplement i t s nominations and due to the failure to balance 

production at the end of 1956 and at the end of the f i r s t six 

months of 1957, has drastically reduced i t s takes from some non-

marginal wells of applicant with the result that marginal wells 

(Exhibit "B") 
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In the Jaimat Gas Pool are In some instances being permitted to 

produce more gas than non-marginal wells, which results in drainage 

of gas from applicant's properties and a loss of gas reserves. 

7. I f the El Paso Natural Gas Company i s required by reason 

of present rules governing gas prorationing in the Jaimat Gas 

Pool to continue to restrict production from applicant's non-

marginal wells, or to shut-in said wells, applicant will continue 

to suffer drainage from i t s properties. 

8. Certain of applicant's wells, even i f shut-in during the 

balance of 1957, will enter the next proration period with over­

production, and i f these wells, together with other over­

produced wells in the pool are shut-in, the result will be a 

negative allowable for the entire pool during a portion of the 

next proration period. 

9. That during the period of gas prorationing, El Paso 

Natural Gas Company has consistently run gas from wells with high 

deliverability with the result that the method of prorationing, 

as now established, has meant that, during the year 1956, 40% of 

the wells in the pool produced 60% of the gas at an average rate 

of 303.725 MCF per unit, which was 58,090 MCF per unit in excess 

of the allowables. 

10. El Paso Natural Gas Company has failed to keep in­

dividual wells of applicant in reasonable balance with each other. 

11. The continuation of gas prorationing in this pool will 

(Exhibit "B") 
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result In drainage of applicant's properties and abuse of i t s 

correlative rights, and will render Impossible the reasonable 

marketing of dry gas from this pool even though El Paso Natural 

Gas Company desires to purchase and run such gas to supply i t s 

market. The present rules, as applied by the Commission, are 

impractical and unreasonable and will result in economic loss to 

applicant and the State of New Mexico as royalty owner. 

WHEREFORE, applicant requests the Commission to enter i t s 

order immediately terminating gas prorationing in the Jaimat 

Gas Fool. 

In the alternative, applicant requests the Commission to 

enter i t s order immediately cancelling a l l accumulated under­

production and redistributing such under-production to over­

produced wells in the Jaimat 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 

further order or orders as will bring the pool Immediately into 

(Exhibit "B") 



h b f l l a n c e without waste and without abuse 
balance and maintain such balance wisn 

of applicants or others' correlative rights. 
Respectfully submitted, 

CAMPBELL & RUSSELL 

Jack M. Campbell 

JMC:bb 

(Exhibit "B") 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERINGl 

CASE NO. 1327 
ORder No. R-1092-A 

APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION; 

This cause came on for hearing at 9 o'clock a.m. on October 

IB, 1957, at 9 o'clock a.m. on November 14, 1957, and again at 

9 o'clock a.m. on December 9, 1957, at Santa Fe, New Mexico, 

before the Oil Conservation Commission of New Mexico, hereinafter 

referred to as the "Commission". 

NOW, on this 29th day of January, 1958, the Commission, a 

quorum being present, having considered the application, and the 

evidence adduced and being fully advised in the premises, 

FINDS; 

(1) That due public notice having been given as required by 

law, the Commission has jurisdiction of this cause and the subject 

EXHIBIT "C" 
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matter thereof. 

(2) That the applicant, Texas Pacific Coal & Oil Company, 

seeks an order in the subject case for the immediate termination 

of gas prorationing in the Jaimat Gas Pool, Lea County, New 

Mexico, or in the alternative, an order for the immediate cancella­

tion of a l l underproduction accumulated to wells in the Jaimat 

Gas Pool as of Julyl, 1957, and further, to require the gas 

purchases in said pool to nominate a sufficient amount of gas 

from the pool to permit the wells from which said purchasers are 

able to take gas to have an allowable equal to their actual 

production, and further for the establishment of a proration 

formula in the Jaimat Gas Pool whereby the allowables would be 

assigned 75 percent on the basis of deliverability times acreage 

and 25 per cent on the basis of acreage along; and further, for 

the establishment of a maximum amount of gas which may be taken 

from any well in the Jaimat Gas Pool during a specified period 

of time. 

(3) That i t i s necessary to continue the proration of gas 

production from the Jaimat Gas Pool in order to prevent waste and 

protect correlative rights. 

(4) That a l l underage which accrued to wells in the Jaimat 

Gas Pool prior to July 1, 1957, and which was not produced prior 

to January 1, 1958, will be cancelled and redistributed as of 

that date in accordance with the Special Rules and Regulations 
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for the Jaimat Gas Pool as set forth in Order No. R-520 as amended 

by Order No. R-967, and that the applicant has failed to prove 

the necessity for any additional relief in this regard. 

(5) That the applicant has proved that there i s a general 

correlation between the deliverabilities of the gas wells in the 

Jaimat Gas Fool and the gas in place under the tracts dedicated 

to said wells, and that the inclusion of a deliverability factor 

in the proration formula for the Jaimat Gas Pool would, therefore, 

result in a more equitable allocation of the gas production in 

said pool than under the present gas proration formula. 

(6) That the inclusion of a deliverability factor in the 

proration formula for the Jaimat Gas Pool will result in the 

production of a greater percentage of the pool allowable, and that 

i t will more nearly enable the various gas purchasers in the Jaimat 

Gas Pool to meet the market demand for gas from said pool. 

(7) That the allowable gas production in the Jaimat Gas 

Pool should be allocated to the non-marginal wells in said pool 

in accordance with a proration formula based on seventy-five 

percent (75%) acreage times deliverability plus twenty-five 

percent (25%) acreage only. 

(8) That the applicant has failed to prove the necessity for 

establishing a limitation on the amount of gas which may be taken 

from wells in the Jaimat Gas Pool in addition to the limitations 

presently imposed by the Spedal Rules and Regulations for the 

Jaimat Gas Pool. 

(Exhibit »C") 
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(9) That the application of Texas Pacific Coal & Oil Company 

in the subject case should be denied in a l l respects except that 

the Special Rules and Regulations for the Jaimat Gas Pool should 

be amended to provide for a deliverability factor in the gas 

proration formula. 

IT IS THEREFORE ORDERED: 

(1) That the application of Texas Pacific Coal and Oil 

Company in Case No. 1327 be and the same i s hereby denied in a l l 

respects except that portion of the application concerning the 

inclusion of a deliverability factor in the gas proration formula 

for the Jaimat Gas Pool. 

(2) That a l l orders heretofore issued by the Commission 

creating non-standard gas proration units in the Jaimat Gas Fool, 

which orders provide in substance that the unit well be granted 

an allowable in the proportion that the acreage dedicated to the 

well bears to a standard gas proration unit in the Jaimat Gas 

Pool, be and the same are hereby amended, effective July 1, 1958, 

to read as follows: That the unit be assigned an "Acreage Factor? 

for allowable purposes to be determined by dividing the acreage 

dedicated to the well by 160 acres. 

(3) That Rule 5, and Ruly 6, and Rule 12 of the Special 

Rules and Regulations for the Jaimat Gas Pool as set forth in 

Order Ho. R-520 and as amended by Order No. R-967, be and the same 

are hereby revised, effective July 1, 1958, to read as follows: 

(Exhibit "C") 
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SPECIAL RULES AMD REGULATIONS FOR THE 
JALMAT GAS POOL 

RULE 5. (a) (f i r s t paragraph ) No change 

(second paragraph) Revise to read as follows: 

A non-standard gas proration unit shall be assigned an 
"Acreage Factor" for proration purposes to be determined by divid­
ing the acreage in the non-standard gas proration unit by 160 acres. 
Any gas proration unit containing between 632 and 648 acres shall 
be considered to contain 640 acres for the purpose of computing 
allowables. 

(third paragraph) No change 

(b) No change. 

RULE 6. (a) The Commission, after notice and hearing,shall 
consider the nominations of the gas purchasers from the Jaimat 
Gas Pool and other relevant data in fixing the allowable pro­
duction for the pool. 

(b) The monthly allowable allocation to the Jaimat 
Gas Pool shall be divided and allocated among the wells in the 
pool which are entitled to an allowable in the manner hereinafter 
set forth. 

A marginal well shall be assigned an allowable equal to i t s 
maximum production during any month of the preceding gas pro­
ration period. 

The pool allowable remaining after deducting the total 
allowable assigned to marginal wells shall be allocated among 
the non-marginal wells in the pool as follows: 

(1) Twenty-five percent (25%) of 
the remaining pool allowable shall 
be allocated among the non-marginal 
wells in the pool in the proportion 
that each well's "Acreage Factor" 
bears to thc total "Acreage Factor" 
for a l l non-marginal wells in the pool. 

(2) Seventy-five percent (75%) of 
the remaining pool allowable shall 
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be allocated among the non-marginal 
wells in the pool In the proportion 
that each well's "AD Factor" bears 
to the total "AD Factor" for a l l non-
marginal wells in the pool. 

A well's "Acreage Factor" shall be determined by dividing the 
acreage assigned to the well by 160 acres. The "Acreage Factor" 
shall be determined to the nearest one-hundredth of a unit. 

A well's nAD Factor" shall be determined by multiplying the 
well's "Acreage Factor" by i t s "Calculated Deliverability" 
(expressed in MCF per day). The "AD Factor" shall be computed 
to the nearest whole unit. In those instances where there I s 
more than ^ne well on a proration unit the "Calculated Deliver­
ability" for the unit shall be determined by averaging the 
"Calculated Deliverabilities" of a l l the wells on the unit. 

(c) Annual deliverability tests shall be taken on 
a l l gas wells in the Jaimat Gas Pool in a manner and at such time 
as the Commission may prescribe. The results of such tests shall 
determine a well's "Calculated Deliverability." Deliverability 
tests taken during 1958 shall be used in calculating allowables 
for wells in the Jaimat Gas Fool until July 1, 1959. Subsequent 
annual deliverability tests shall be used for each twelve-month 
period thereafter. 

(d) No well shall be assigned an allowable until an 
approved deliverability test has been filed with the Commission. 

(e) The Secretary of the Commission shall have 
authority to exempt marginal wells from the requirement of taking 
an annual deliverability test in those instances where the 
deliverability of the well i s of such low volume as to have no 
significance in the determination of the well's allowable. 

(f) Retests and tests taken after recompletion or 
workover shall be taken In the same manner as provided in sub­
paragraph (c) above, and any change in the well's "Calculated 
Deliverability" resulting therefrom shall become effectives 

(1) On the date of reconnection after 
workover, such date to be determined 
from Form C-104 as filed by the operator; or 

(2) A date 45 days prior to the date upon 
which a well's deliverability and shut-in 
pressure test i s reported to the Commission 
on Form C-122-C; or 
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(3) A date 45 days prior to the receipt 
and approval of Form C-104 by the Com­
mission's office (Box 2045, Hobbs, Hew 
Mexico); 

(Form C-104 shall specify the exact nature 
of the workover or remedial work; i f the 
nature of the work cannot be explained on 
Form C-104, In that event, Fora C-103 shall 
also be filed in accordance with Rule 1106 
of the Commission's Statewide Rules and 
Regulations. Form C-128 (Well Location and 
Acreage Dedication Plat) shall be submitted 
by the operator at any time there i s a change 
in the acreage dedicated to said well); 

RULE 12. Allowables to newly completed gas wells shall 
commence: 

(a) On the date of connection to a gas transportation 
facility, such date to be determined from an affidavit furnished 
to the Commission (Box 2045, Hobbs, New Mexico) by the purchaser; 

(b) the latest filing date of Form C-104, C-110 or 
C-128; or 

(c) a date 45 days prior to the date upon which the 
well's deliverability and shut-in pressure test i s reported to 
the Commission on Form C-122-C; 

whichever date i s later. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

EDWIN L. MECHEM, Chairman 

MURRAY E. MORGAN, Member 

A. L. PORTER, JR., Member & Secretary 

S E A L 

tr/ 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1327 
Order No. R-1092-A 

APPLICATION OF TEXAS PACIFIC COAL 
& OIL COMPANY FOR AN ORDER IMMEDI­
ATELY TERMINATING GAS PRORATIONING 
IN THE JALMAT GAS POOL; OR IN THE 
ALTERNATIVE, REVISING THE SPECIAL 
RULES AND REGULATIONS FOR THE JALMAT 
GAS POOL IN LEA COUNTY, NEW MEXICO, 

APPLICATION FOR REHEARING 

TO THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO: 

COMES NOW CONTINENTAL OIL COMPANY, a Delaware Corporation, 

duly authorized to transact business in the State or New Mexico, 

hereinafter sometimes referred to as "applicant", and applies 

for a rehearing in the above entitled and numbered case and In 

support thereof would respectfully show unto the New Mexico Oil 

Conservation Commission, hereinafter referred to as "Commission", 

the following: 

1. This applicant owns and operates oil and gas leases and 

gas wells within the limits of the Jaimat Gas Pool in Lea County, 

New Mexico. 

EXHIBIT "D" 
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2. This a? plicant participated in and presented testimony 

to the Commission in the hearing on the application of Texas 

Pacific Coal & Oil Company in the above styled and numbered case 

and as an operator in the Jaimat Gas Pool was affected by Order 

No. R-1092-A entered by the Commission under date of January 29, 

195b. 

3. This applicant believes and therefore alleges that Order 

No. R-1U92-A aforesaid was erroneous, illegal and i s invalid and 

by reason thereof a rehearing i s requested in respect to that 

portion of said Order No. R-1092-A which provides that effective 

July 1, 1^58, a deliverability factor shall be included in the gas 

proration formula of the Jaimat Gas Pool and the succeeding 

portions of said Order carrying into effect the decision of the 

Commission that deliverability shall be included in the proration 

formula subsequent to July 1, 1958, and as grounds therefor states: 

(a) That the application of Texas Pacific Coal & Oil 

Company in Case No. 1327, to the extent that i t sought the Inclu­

sion of a deliverability factor In the proration formula of the 

Jaimat Gas Pool, constituted a collateral attack upon Order No. 

R-32U in Case No. 673 ot this Commission entered on the 12th day 

ot August, 1954, and theretore should not have been entertained 

by the Commission and cannot be made the basis of a valid Order 

in Case No. 1327 in so tar as the inclusion of deliverability in 

the proration formula i s concerned. 

(Exhibit "D") 
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(b) That the evidence introduced in this proceedings 

provides no basis upon which a valid order could be entered by the 

Commission changing the basis tor the allocation of production 

from the **almat Gas Pool from a 100% acreage basis to the basis 

provided in Order No. R-1092-A for the reason that Or^er $o. 

R-520 entered by this Commission in Case No. 673 constituted a 

final determination that deliverability should not be Included 

in the proration formula of the Jaimat Gas Pool. Texas Pacific 

Coal & Oil Company was a party to and actively participated in 

the hearing in Case No. 673 in which the inclusion of deliverability 

as a factor In the proration formula was vigorously advocated 

and considered by the Commission, and Order No. R-520 was entered 

denying the request tor the inclusion ot deliverability in said 

formula. No appeal was taken by Texas Pacific Coal & Oil 

Company from the final decision of the Commission so ordered in 

said Case No. 673. On the basis of the record in this case, 

the Commission is without authority to modify or change the 

decision as reached in Case No. 673. 

(c) That the inclusion of deliverability as a factor 

in the Jaimat Gas Pool proration formula as ordered bythe 

Commission in Order No. R-1092-A i s predicated on a finding by 

this Commission "that the applicant has proved that there i s a 

general correlation between the deliverabilities of thegas wells 

in the Jaimat Gas Pool and the gas in place under the tracts 

(Exhibit "D") 
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dedicated to said wells". This applicant respectfully alleges 

that this finding of the Commission i s contrary to and wholly 

without support in the evidence and i s therefore invalid and 

void. In further support of the grounds here alleged there i s 

attached hereto as Exhibit "A" a vertical bar graph depicting 

the relationship between the recoverable gas In place under the 

fifty-eight tracts which were the subject of testimony and 

exhibits presented by this applicant and other operators at the 

hearing in this case before the Commission on December 9, 1957, 

and the deliverability of the fifty-eight gas wells located on 

said tracts. Said exhibit i s based upon evidence in the record 

in this case and clearly demonstrates the total absence of 

correlation between the deliverabilities of gas wells in the 

Jaimat Gas POoi and gas in place under the tracts dedicated to 

said wells. I f afforded an opportunity to do so, this applicant 

will present further evidence in this regard but asserts that on 

the evidence received by the Commission at the December 9, 1957 

hearing in this case i t i s clearly shown that no such correlation 

exists. 

(d) That Order No. R-1092-A is invalid in that even 

thought i t be assumed, as found by the Commission, i t has been 

proved "there i s a general correlation between the deliverabilities 

of the gas wells in the Jaimat Gas Pool and the gas in place 

under the tracts dedicated to said wells", said finding provides 

no basis authorized by the statutes of New Mexico for modification 

(Exhibit »D¥) 



i l 

of the pre-exlsttng acreage formula for proration of gas 

produced from said pool. 

(e) That the Commission has considered factors not 

permitted by the statutes of New Mexico in arriving at i t s 

decision which was the basis of Order No. R-1092-A. I t i s apparent 

from said Order that I t was predicated in part upon (1) a finding 

that the inclusion of a deliverability factor in the Jaimat 

Gas Pool proration formula would result in the production of a 

greater percentage of the pool allowable, and (2) that such 

inclusion of a deliverability factor would more nearly enable 

various gas purchasers to meet the market demand for gas in the 

Jaimat Gas Pool. Neither of said considerations provides any 

legal basis for the allocation of production under the statutes 

of New Mexico. 

(f) That Order No. R-1092-A results in economic waste 

in that I t will require the expend iture of an excess of Four 

Hundred Thousand Dollars ($400,000.00) by this applicant to 

increase the deliverability of the gas wells operated by i t in 

this pool in an effort to protect i t s correlative rights, 

although the ultimate recovery from the tracts operated by this 

applicant will not be appreciably increased thereby. 

(g) That Order No. R-1092-A will result in underground 

waste in that many of the wells in the Jaimat Gas Pool have 

been completed for some ten to twenty years and their condition 

(Exhibit »D») 
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i s such that thc action required of a prudent operator under 

Order No. fc-1092-A will necessarily result in underground waste 

of natural gas and abuse of correlative rights of the owners of 

many of said wells. 

(h) That the Order No. R-1092-A i s invalid in that the 

Commission would have authority to change Its existing proration 

order for the Jaimat Cas Fool only upon proof by the applicant 

in this case, Texas Pacific Coal & Oil Company, by a preponder­

ance of the evidence, that either (1) waste would be reduced or 

eliminated, or (2) correlative rights of the owners in the 

Jaimat Gas Pool would be protected to a greater degree by the 

inclusion of deliverability as a factor in said proration 

formula. The burden of proof so assumed by Texas Pacific Coal 

& Oil wompany as such applicant was not discharged by i t . 

( i ) That Order No. R-1092-A results in irreparable 

injury to the correlative rights of this applicant and deprives 

this applicant of i t s property without due process of law in that 

i t will permit production by offset operators of natural gas 

underlying the tracts owned and/or operated by this applicant 

without affording compensating counter-drainage from other 

adjoining tracts, and will prevent this applicant from producing 

the recoverable gas in place in the Jaimat Gas Pool underlying 

the respective tracts upon which the wells operated by this 

applicant are located. 

(Exhibit "D") 
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( j ) That Order No. R-1G92-A i s unreasonable, arbitrary 

and discriminatory and the effect of said order i s to confiscate 

and deprive this applicant of i t s property without due process 

of law contrary to and in violation of the Fourteenth Amendment 

to the Constitution of the United States and of Article I I , 

Section IS of the Constitution of the State of New Mexieo. Under 

the provisions of Order No. R-520, as amended, and in reliance 

upon said order, this applicant has performed drilling operations, 

recompletion operations, and has expended large sums of money 

on i t s properties in the Jaimat Gas Pool, acquiring vested 

property rights therein prior to the issuance of Order No. 

R-1092-A. 

(k) lhat as a result of the aforesaid expenditures and 

other actions taken by this applicant in drilling operations, 

recompletion operations, and other actions taken in good faith 

and in reliance upon the existing proration rules as set forth 

in Order No. R-520, as amended, the Commission i s as a matter 

of equity and justice, estopped from amending said Order No. 

R-520, as amended, to include a deliverability factor in the 

allocation formula, which amendment would discriminate against 

this applicant. 

(1) That Order No. R-1092-A, as regards the findings 

and provisions therein which purport to revise and change the 

existing allocation formula for the Jaimat Gas Pool as set forth 

and provided for in Order No. R-520 as amended by Order No. R-967, 

(Exhibit "D") 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1327 
Order No. R-1Q92-B 

APPLICATION OF TEXAS PACIFIC COAL 
& OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO, 

ORDER OF THE COMMISSION FOR REHEARING 

BY THE COMMISSION: 

This cause came on for consideration for a rehearing in 

Case No. 1327, Order No. R-1Q92-A, dated January 29, 1958, upon 

the petition of Skelly Oil Company, Cities Service Oil Company, 

The Texas Company, Sun Oil Company, Humble Oil & Refining Company, 

The Atlantic Refining Company, Continental Oil Company, Samedan 

Oil Corporation, Shell Oil Company, Sinclair Oil 6c Gas Company, 

Amerada Petroleum Corporation, Standard Oil Company of Texas, 

Tidewater Oil Company, and Pan-American Petroleum Corporation. 

NOW, on this 19th, day of February, 1958, the Commission, a 

quorum being present, having considered the petitions for rehearing, 

HEREBY ORDERS: 

That the above-styled cause be reopened and a rehearing be held 

EXHIBIT "E" 



37 

at 9 o'clock a. m. on March 25, 1958, at Mabry Hall, State Capitol, 

Santa Fe, New Mexico. 

IT IS FURTHER ORDERED: 

That the testimony on rehearing shall be limited to new 

evidence on the issues raised in the petitions for rehearing. 

IT IS FURTHER ORDERED: 

That Order No. R-1092-A shall remain in full force and effect 

pending the Issuance of any further order in this case. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 

designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

Signed by: Edwin L. Mechem, Chairman; Murray E. Morgan, Member; 

A. L. Porter, Jr., Member & Secretary. 

(Exhibit "E") 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO, 1327 
Order No. R-1Q92-C 

APPLICATION OF TEXAS PACIFIC COAL 
& OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 o'clock a.m. on October 

18, 1957, November 14, 1957, and again on December 9, 1957, at 

Santa Fe, New Mexico, before the Oil Conservation Commission of 

New Mexico, hereinafter referred to as the "Commission", and this 

cause came on for rehearing before the Commission, upon the 

petition of Skelly Oil Company et a l . , at 9 o'clock a.m. on 

March 25, 1958, at Santa Fe, New Mexico. 

NOW, on this 25th day of April, 1958, the Commission, a 

quorum being present, having considered the application, the 

petitions for rehearing, and the testimony and evidence adduced 

at the original hearings and the subsequent rehearing, and being 

fully advised in the premises, 

EXHIBIT "F" 
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FINDSt 

(1) That due public notice having been given as required by 

law, the Commission has jurisdiction of this cause and the 

subject matter thereof. 

(2) That after considering a l l the evidence presented at 

the original hearings and the rehearing in this case, the Commission 

reaffirms I t s finding that Texas Pacific Coal and Oil Company 

has proved by a preponderance of the evidence that there i s a 

general correlation between the deliverabilities of the gas wells 

in the Jaimat Gas Pool and the recoverable gas in place under the 

tracts dedicated to said wells, and that the inclusion of a 

deliverability factor In the proration formula for the Jaimat 

Gas Pool would, therefore, result in a more equitable allocation 

of the gas production in said pool than under the present gas 

proration formula. 

(3) That the provisions of Order No. R-1092-A should remain 

in f u l l force and effect. 

IT IS THEREFORE ORDERED t 

That the provisions of Order No. R-1092-A shall remain in 

l u l l force and effect. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 

designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

Edwin L. Mechem, Chairman 
Murray E. Morgan, Member 

( S E A L ) A.L. Porter, Jr., Member & Secretary 

/ i n (Exhibit "F") 



AND, THEREAFTER, to-wit: On the 12th day of June 195b, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, In words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and for its response to the Petition for Review, states: 

1. It admits the allegations of Paragraphs 1, 2, 3, 4(a), 

4(b), 4(c), 4(d), 5 and 7. 

2. It denies the general allegations ot Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are therefore invalid and void." 

3. It denies the allegations of Paragraph 6(a) through 

6(1), together with all legal conclusions stated therein. It 

further denies the allegation in Paragraph 6 (m) that the Orders 

complained of are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are Invalid and void. It admits that the 

testimony referred to in Paragraph 6(m) was excluded, but In this 

connection states that said testimony is neither relevant nor 

material to the Issues before the Commission in Case No. 1327. 

4. It denies the allegations of Paragraph 8 and i t further 

denies that the Petitioner may, without limitation, introduce 

evidence before the Court upon trial of this cause. 

WHEREFORE, Respondent prays the Court: 
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1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 

/s/ William J. Cooley 

Js/ Oliver E. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New Mexico 

(Service of pleading 
certified to.) 



42 

AND, THEREAFTER, to-wit * On the X3th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No, 16,213, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes Now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and hereby 

adopts the Response herein filed on behalf of the Oil Conservation 

Commission of New Mexico as i t s Response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By; /a/ Jack M. Campbell 
Campbell & Russell 
P. 0. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, El Paso Natural Cas Company, a 

Delaware corporation, and for i t s response to the Petition for 

Review herein, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4(a), 

4(b), 4(c), 4(d), 5 and 7. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are therefore invalid and void". 

3. I t denies the allegations of Paragraph 6(a) through 6(m), 

together with a l l legal conclusions stated therein. 

4. I t denies the allegations of Paragraph 8 and i t further 

denies that the Petitioner may, without limitation, introduce 

evidence before the Court upon t r i a l of this cause. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 

be affirmed, 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 



HARDIE, GRABBLING, SIMS & GALATZAN 
P. 0. Box 153 - El Paso, Texas 

BY: /s/ A. L. Grabbling 

COWAN AND LEACH 
Hobbs, New Mexico 

BY: /s/ Ray C. Cowan 

Attorneys for Respondent 
El Paso Natural Gas Company 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of Civil 

Procedure, and hereby adopts the response herein filed on behalf 

of the respondent Oil Conservation Commission of New Mexico as 

its response, in the same manner and to the same extent as though 

each paragraph thereof was herein fully set out. 

WILLIS L. LEA, JR., AND A. S. GRENIER 
Burt Building, Dallas, Texas 

MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By /s/ Manuel A. Sanchez 

Attorneys for the above named respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby 

adopts the response herein filed on behalf of the Oil Conservation 

Commission of New Mexico as i t s response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

PERMIAN BASIN PIPELINE COMPANY 
Respondent 

By /s/ Robert W. Ward 
Attorney for Respondent 

Robert W. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson Roach 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent 

(Service of Pleading 
certified to.) 



AND, THEREAFTER, to-wit; On the 3rd day of July 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follow, to-wit5 a 

MOTION FOR PRE-TRIAL CONFERENCE 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and moves the Court, pursuant to Rule 16 of the Rules of 

Civ i l Procedure, to order a pre-trial conference in this cause 

for the following purposes: 

1. Consolidation of this Cause with Cause Nos. 16214, 16215, 

16216, 16217, 16218, 16219, 16220, for the purposes of t r i a l . 

2. A determination of the nature and scope of the review. 

3. The consideration of legal matters raised in the Petition 

for Review, particularly in Paragraphs 6(a), 6(b), 6(c), 6(e), 

6(f). 

4. The consideration of the transcript of testimony before 

the Commission and i t s part in the Review proceedings. 

5. The necessity or desirability of amendments to the 

pleadings. 

6. The possibility of obtaining Admissions of Fact and 

documents, which will avoid unnecessary proof. 

7. Such other matters as may aid in the disposition of this 

action. 



Oil Conservation Commission of New Mexico 
Respondent 

Oliver E. Payne 

By: William J. Cooley 
Attorneys for Respondent 

(Service of pleading 
certified to.) 

9 



4y 

AND, THEREAFTER, to-wit: On the 9th day of September 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

MINUTES - PRE-TRIAL CONFERENCE 

BE IT REMEMBERED, That on the 4th day of August, 1958, in 

the District Court, at Lovington, New Mexico, a pre-trial 

conference in matters consolidated under the above-stated number 

by order of the Court herein, the Honorable John R. Brand, Judge 

of the Fifth Judicial District, in and for Lea County, State of 

New Mexico, at which time there appeared the following: 

JASON KELLAHIN 
Kellahin & Fox 
Box 1713, Santa Fe, N.M, 

0. E, SMITH 

HARRY G. DIPPEL 
1710 Fair Building 
Fort Worth, Texas 

H. D. BUSHNELL 
Tulsa, Oklahoma 

REED ELLIOTT 

HOWARD G. BRATTON 
Hervey, Dow & Hinkle 
Box 547, Roswell, N.M. 

JACK M. CAMPBELL 
3ox 721, Roswell, N.M. 

KIRK NEWMAN 
Box 867, Hoswell, N.M. 

- Continental Oil Company 
and 
Amerada Petroleum Corp. 

- Humble Oil & Refining Co, 

- Continental Oil Company 

- Amerada Petroleum Corp. 

- Standard Oil Co. of Texas 

- Texas Pacific Coal & Oil Co. 

- Pan American Petroleum Corp, 
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A. T. ADAIR 

Fort Worth, Texas - Texas Faciflc Coal & Oil Co. 

OLIVER PAYNE 
Box 871, Santa Fe, N.M. - New Mexico Oil Conservation 

Commission 
JUDGE MORRIS GALATZAN 
El Paso, Texas 
T. MCCARTHY 
Omaha, Nebraska 

RAY C. COWAN 
Cowan & Leach 
Box 1526, Hobbs, N.M. - El Paso Natural Gas Company 

ROBERT W. WARD 
201 North Love St. 

Lovington, N.M. - Permian Basin Pipeline Co. 

THE COURT: Who Is to lead off, gentlemen? 

MR. KELLAHIN: Since this i s on motion filed by Mr. Campbell and 

members of the Oil Conservation Commission staff, we assume 

they will proceed in the matter, 

MR. CAMPBELL: I f I t please the Court, the Oil Conservation 

Commission has filed the original motion for pre-trial 

conference in this case. Briefly, the matter l s brought 

before this Court from an Order of the New Mexico Oil 

Conservation Commission by eight petitioners who have 

petitioned the Court to review the order of the Commission. 

Mr. Kellahin and his group represent the petitioners; 

Mr. Payne represents the Oil Conservation Commission, which 

is one respondent, and I represent Texas Pacific Coal & Oil 
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Company, and Mr. Ward Is appearing for Permian Basin Pipeline 

Company, and Mr. Cowan for El Paso Natural Gas Company. 

Southern Union Gas Company i s also a respondent in this case 

and has filed appropriate pleadings. 

When we filed the motion for pre-trial conference, we 

had set out certain matters for which we requested the Court 

to consider at a pre-trial conference. Those matters have 

since been modified to some extent by a letter directly to 

the Court from Mr. Malone and then by a letter responding 

to that from the Oil Conservation Commission, and, as we 

understand I t , at the present time the matters that the 

Court will consider at the pre-trial conference are: the 

matter of the consolidation of these eight cases for the 

purpose of hearing; the question of the part that the 

transcript of testimony before the Commission may play in 

the hearing; and basically the issues which are involved 

in the case which have been raised by the petitioners in 

their petition for review; and finally the nature and extent 

of the review that the Court will hear on this appeal from 

the Order of the New Mexico Oil Conservation Commission. The 

legal matters that are raised in the petition, we understand, 

are not to be heard at this time but we will define them i f 

we can as between the parties so that at the time of the 

hearing of the case they can be heard. 
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It the Court please, we feel the most essential and 

preliminary matters that must be determined by the Court 

before we can proceed further in these cases i s the nature 

and extent of a review of an order from the Oil Conservation 

Commission. We have briefed this question and are prepared 

to furnish the Court with a copy of our brief. I will do 

whatever the Court sees f i t with what order the Court wants 

to take these matters up and how he wants to hear argument 

in connection with the legal question. 

THE COURT: Have you agreed as to the propriety of consolidation? 

MR. CAMPBELL: We certainly have. 

MR. KELLAHIN: We certainly are, your Honor. 

THE COURT: Sometimes we consolidate matters and find out that 

i t would have been simpler and better for everybody concerned 

i f i t had been tried separately, but I take i t this Is not 

one of those sort of things. 

MR. KELLAHIN: I think there i s a matter raised In one question 

that i s not raised in the others, but I think substantially 

they are the same. 

THE COURT: Very well. I see no reason then to do other than 

order this consolidation, and we will treat the matters 

as having been consolidated. Now, Mr. Campbell, I will be 

glad to have you submit your brief and you may argue i t at 

this time. 
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(WHEREUPON, Hr, Campbell makes argument.) 

MR. CAMPBELL: 1 wonder i f the suit can be given one number so 

that in the future we may proceed in that manner? 

THE COURT: Yes. I t will be given the number of the f i r s t matter 

filed. 

(Mr. Ward makes observation, and 

Mr. Campbell and Mr. Bratton make 

argument.) 

THE COURT: I t may be, Mr, Bratton, that Mr. Campbell knows more 

about how I feel about this matter than you do. A matter 

was presented here once — i t was a suit for declaratory 

judgment filed by Phillips Petroleum, wasn't i t , Mr. Campbell 

something similar to this I suppose. I t was, I believe, 

a case in which the Oil Conservation Commission had made 

their f i r s t allocation, had not changed a previous order, 

isn't that right? In other words, we had a gas producing 

field where the owners had gone in fifteen or twenty years 

earlier and had acquired oi l and gas leases, property rights 

which they had purchased, money which they had spent for 

developing gas property, and, as I recall i t , the Oil 

Conservation Commission, without notice to a l l of the 

persons interested in i t and concerned, had put up an order 

to the effect that a unit of 160 acres would be determined 

to be the basis on which gas might be produced under the 
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proration schedule. Cases were referred to, one case from 

Mississippi in which the legislature there had provided 

that, absent a public right as affected by waste, had specified 

that the Conservation Commission could not put up such an 

order without notice to all persons interested and without 

giving them an opportunity to be heard as to how i t affected 

their various property rights. 

It was my feeling at that time, and I expressed myself 

on i t , to the effect that, if prior even to the creation of 

the Oil Conservation Commission, if I had gone to the owner 

of a piece of land and had taken from him an oil and gas 

lease for which I had paid value and had spent money in 

drilling one or more gas wells, and for fifteen or twenty 

years had been producing gas under the provisions of that 

lease which required me to pay him one-eighth of the proceeds 

of the gas produced, saved and marketed, and that under 

the law existing at the time I took the lease, and during 

ai l the intermediate years my rights were not affected or 

hampered by proration schedules and orders accompanying them 

which said that I had to treat my lease as 160 acres, even 

though i t comprised only 40 acres, any act of the Legislature 

that purported to give the Oil Conservation Commission the 

right to take from me any portion of my property, without 

notice and without opportunity to be heard, was unconstitutional 

as taking my property without due process. 



Now that was an off-hand remark made and that appearing 

in the nature of a pre-trial conference. The Oil Conservation 

Commission was not a party to the action. I t asked per­

mission to join as a party and i t entered its appearance, 

and for reasons which I do not know and have no reason to 

inquire into nothing more was ever heard of that proceeding. 

But I s t i l l have that idea. I know of no constitutional 

authority which will permit the Legislature to set up an 

administrative body to go in and redistribute property among 

people in accordance with some formula of its own unless 

that redistribution is made necessary by the public right 

to prevent the waste of our natural resources. 

Now, where are we? 

I would think further, getting to the present matter 

— first, I don't believe i t was mentioned, but i t is my 

idea that the use of the Latin term nde novo" would Imply 

in a trial de novo that the simple "preponderance" rule ought 

to obtain rather than the rule well known to apply to 

appellate procedure which specifies that the substantial 

evidence rule ought to apply. In my mind, de novo means 

simply that, even i f I be restricted to the testimony taken 

before the Commission, that, i f i t be a trial de novo, that 

I'd be supposed to apply to the evidence the rule that the 

occasion be governed — decision be reached by application 

of the preponderance of evidence. Certainly I feel that, If 
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i t be necessary for the f u l l information of the Court to 

determine whether or not the Commission has acted within 

i t s powers and within constitutional limitations, I would 

listen to new testimony. No new testimony would be accepted 

or heard which i s merely cumulative, which was available to 

the parties at the time of the hearing before the Commission, 

but i f you, Mr. Bratton, t e l l this Court, that we wish to 

urge upon you that this Commission acted without constitutional 

authority, or that i t acted — in other words, saying that 

they acted within their apparent authority, we assert the 

authority given by the Legislature was beyond the Legislature's 

power because i t traverses the Constitution, and that was 

not argued at the hearing, and there was no testimony adduced 

to that effect, then in that situation I f a i l to see how this 

Court can shut i t s eyes to those considerations. I t would 

otherwise have to send the matter back to the Oil Conservation 

Commission, and I know of no way in which X can instruct 

i t as to what additional evidence to take. 

I t would be my idea that I could listen properly to 

testimony which was not offered or considered by the 

Commission, probably to testimony which was unavailable to 

i t . I think i f you gentlemen came into court and persuaded 

me that a change of conditions had occurred which makes the 

order of the Commission absurd under present conditions, 
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that I should remand the matter to the Commission, set aside 

i t s order, remand I t to take such additional testimony in 

view of the changed conditions as i t sees f i t . I do not 

believe that I could properly pass on the facts which might 

exist now and did not exist at the time the Commission 

considered the problem because then I would be finding facts 

which i t i s their duty to find. 

I agree with Mr. Campbell that I have no authority to 

modify the order of the Commission, giving the word "modify" 

the sense that I say, "You have told these people that 160 

acres i s the proration unit, and I have decided that I t 

ought to be 200 or 320." That i s a modification. Certainly, 

i f i t become apparent as a mathematical matter that the 

engineers had used an improper formula — as engineers have 

been known to do — multiplied 2 by 2 and came up with 3 

this Court could modify an order based upon that sort of an 

assumption, the same as a court might correct a clerical error. 

And as I also stated that, I f I thought, as against one 

of the respondents, the Commission's order was capricious, 

irrational or otherwise untenable, I might be inclined to 

disapprove that particular order and, finding the other 

orders not subject to such exception, confirm them. 

So, what testimony I propose to listen to depends upon 

your pleadings and your specifications, and I will certainly 
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expect all parties, in the event they desire to introduce 

additional testimony, to set out the gist of what testimony 

they propose to offer and the reason for doing so. And, I , 

of course, am not called upon to rule whether or not I will 

listen to additional testimony until I find out what 

additional testimony is proposed. That could be done and 

passed on well in advance of the actual trial; in other words, 

at a second pre-trial conference. 

You will, then, in your application for another pre­

trial conference, say, "We request that the Court listen 

to testimony of A, B and C, petroleum engineers, whose 

testimony will be to the effect that so and so and so and so 

and so, and this testimony we want to present because i t was 

not before the Conservation Commission; we want to use i t 

because of some reason — either i t was not then available, 

conditions have changed — i t is our feeling that the Court 

can understand whether or not the previous order was compatible 

with the Commission's powers. 

You refer to Swisher v. Harden. I don't remember what 

the Supreme Court said about that but I did take testimony, 

I presume without objections. (Note. The testimony before 

the Board was taken on a tape recorder.) If one claims 

that his property has been confiscated and taken without due 

process, that raises a constitutional question, and, if the 

c q 
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Court cannot understand what i s involved without the taking 

of additional testimony, i t will be permitted. 

Anything further? 

MR. CAMPBELLt I f the Court please, may I request a l i t t l e bit 

more information about the last portion of your conclusions? 

As I understand Mr. Bratton's argument, i t i s his present 

position that the very essence of this matter, as they view 

i t , i s that the formula set up by the Commission results 

in the respondents losing their property to someone else, 

their property rights, and this a deprivation of their 

property without due process of law. 

THE COURT: I think that i s a l l you are complaining about, isn't 

i t , Mr. Bratton? 

MR. BRATTON: First and foremost, that's our complaint. 

MR. CAMPBELL: What I'm inquiring i s this: Is i t the Court's 

conclusion that, i f he can be convinced from the transcript 

of the testimony already available to the Commission that 

the Commission had evidence — that, i f there i s evidence in 

there that would enable the Court to make a determination 

Independently, that he will not hear evidence? As I view 

i t personally, we could conceivably start from scratch on 

that position, and I'd like to be clear as to what i s meant. 

THE COURT: That's a matter of the mechanics of i t . I am no one 

to do any more work than my position compels me to do. I 
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would f i r s t expect counsel to advise me what evidence he 

wishes to present. Then 1 would read the transcript, and, 

i f I concluded that I was sufficiently informed by the 

transcript, I would refuse to hear more testimony. But 

i f i t appeared to me that the transcript I s deficient in 

facts which were to help me to a determination, which means 

in effect that I conclude that the Commission should have 

heard additional testimony, should have called for additional 

testimony — but certainly I Intend to permit no new testimony 

which i s merely cumulative or argumentative, or, which by 

reasonable intelligence and reasonable presumption can 

afford the Court an opportunity to decide the issue without 

taking additional testimony — 

MR. BRATTON: I f the Court please, within that framework I 

believe there i s one basic proposition that we will present 

to the Court in our request to permit additional testimony, 

that the order of which we are complaining l s in effect 

now. The Oil Conservation Commission put i t into effect 

July the 1st. 

THE COURT: u f this year? 

MR. BRATTON: Of this year, yes, s i r . That means that wells 

which previously produced and were permitted to produce 

ten million cubic feet of gas, are now being permitted to 

produce two million, and vice versa. We know now what i s 
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actually going on under the order. At the time this matter 

was presented and argued before the Commission, of course, 

there was conjecture as to just exactly what the allowable 

might mean and what might go on, but now we know, ite have 

that information and we can now come before the Court and 

show to the Commission exactly what i s going on in the field 

and where we think that gas i s being taken from us and given 

to somebody else. Now that i s one of our basic questions 

which we will propose to present. 

THE COURT: That i s one of the things I meant by a change in 

condition. I would suggest that you supply opposing counsel 

with your geological data or engineering data as to those 

factors. 

MR, WARD: Your Honor, I don't believe we have here a constitutional 

question separate and distinct from the basic question before 

the Court which i s whether i t was reasonable in the sight of 

the various parties. I thought I ought to mention that. 

I don't think i t i s a separate and distinct problem. 

THE COURT: In regard to the Phillips matter. I s t i l l regard 

i t entirely possible that the Court might hold that any 

act which purports to give to the Oil Conservation Commission 

such broad powers as they apparently were given in this Act 

is unconstitutional. 1 have intimated this much before but 

I'm not deciding that. 
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Mr. Bratton, as soon as possible, you will supply 

opposing counsel with what you deem to be the results of 

putting their order into effect* I t i s entirely possible 

that on receipt of that information, the Oil Conservation 

Commission might ask that this order be remanded for 

rehearing by them. I'm sure that i f the Oil Conservation 

Commission i s convinced that the practical application of 

their order resulted in something they did not intend and 

in something which should not be persisted in, that i t would 

make an order more nearly to what I t thinks should be done. 

MR. CAMPBELLS I f the Court please, in that regard I might mention 

that I know nothing that prohibits anybody at any time from 

appearing before the Oil Conservation Commission and filing 

an application for a change in order as far as that's 

concerned, rather than before this Court. 

THE COURT: Probably so but I don't suppose I t would be proper to 

do so i f i t was in here. They wouldn't want this Court to 

take jurisdiction of a matter at the same time they were 

asking the Oil Conservation Commission to change their order 

on the same proposition. I assume Mr. Brat ton knows that 

i f he disagrees with the position of the appellant here 

that he can dismiss and start over with the Oil Conservation 

Commission. 

MR. BRATTON: That i s one of the legal questions that we are 

going to present to the Court at a later date, the question 
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of collateral attack upon the order of the Conservation 

Commission by appealing to the Commission in a separate 

action to change an order in a previous action. 

THE COURT: Anything further? 

MR. CAMPBELL: If the Court please, we have an answer but perhaps 

we can dispose of that i f we are going to have a second 

pre-trial. I don't know that they are very essential at 

this time. I think we have enough information that we can 

proceed to the second conference and proceed with these 

matters defining the issues, the legal Issues, in that 

second conference i f the Court would rather have I t that 

way. 

THE COURT: That would suit me. 

(Counsel agree to have second pre­

trial conference in the month of 

September on date to be stipulated on.) 

THE COURT: The transcript will serve as the pre-trial order. 

'italic 
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AND, THEREAFTER, to-wit: On the 15th day of September 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

PETITIONERS1 OFFER OF PROOF 

Pursuant to the pre-trial Order of the Court issued after 

the pre-trial conference in the above case held on August 4, 1958, 

the Petitioners set forth below the names of the witnesses which 

they propose to use in the above matter, the nature of their 

testimony, and the reason such testimony i s offered. 

1. Petitioners propose to offer testimony and evidence by 

Mr, Robert M, Leibrock, Consulting Petroleum Engineer, Midland, 

Texas. 

At the time of the hearing before the Oil Conservation 

Commission the opinions of a l l experts were based upon then 

available information. A great portion of said information was 

not of recent date, and the opinions were based upon the estimate 

of the various experts as to what allowables might be assigned 

to various wells i f the proposed formula including a deliverability 

factor was put into effect. Since the date of the Commission's 

Order complained of in this cause, new deliverability tests 

have been taken on a l l the wells in the field and the Commission 

Order has been put into effect as of July 1, 1958, and allowables 

have been assigned to the wells in the pool based upon said 

formula for each month since that date, 

)•'• r-
-i •, " * 
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On the basis of fhe information now available, a study has 

been made by engineers from al l of the Petitioner companies, 

which study has been supervised by Mr. Leibrock, and based upon 

this study **r. Leibrock can now testify to the following: 

(a) Petitioners deny that apressure decline study can 

validly be utilized to determine the recoverable gas In place 

under a particular tract within the pool. However, even adopting 

this method of analysis, which method was utilised by the 

Respondent companies in their testimony before the Commission, 

a study of the field shows that there is more drainage under the 

deliverability formula than there would be under an acreage 

formula. This study will show that even utilizing the 

Respondent companies* method of analysis, deliverability does 

not result in a more equitable allocation but rather in a less 

equitable allocation than under the pre-existing formula. 

(b) Utilizing the same method of analysis, i t will be shown 

that the Petitioners will suffer over Four and One Half Million 

Dollars more drainage over the life of the field under the 

deliverability formula than they would under the pre-existing 

acreage formula* 

(c) On the basis of a pore volume analysis of the entire 

field utilizing the results of the pressure testa made on all 

of the wells since the Commission Order was entered, i t will be 

shown that there will be more total drainage throughout the field 
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and that the above listed Petitioners will suffer more drainage, 

substantially as will be shown under Paragraphs (a ) and (b) 

above. 

2. Petitioners have alleged that the orders of the Commission 

insofar as they purport to change the allocation formula to 

include a deliverability factor are so vague, indefinite and 

uncertain as to leave Petitioners without knowledge or information 

as to the meaning thereof. 

In support of this contention, Petitioners propose to offer 

testimony and evidence by Mr. Leibrock for the purpose of showing 

that the term deliverability i s meaningless unless defined as to 

how such deliverability i s to be determined, and for the further 

purpose of showing that i t i s virtually impossible to obtain 

accurate deliverability tests under the conditions prescribed 

by the Commission. 

In further support of this contention Petitioners propose 

to ca l l Elvis Utz, Gas Engineer for the Oil Conservation 

Commission as an adverse witness to testify as to a meeting 

called without public notice or opportunity to be heard and 

conducted under his direction and supervision at Santa Fe, 

New Mexico, subsequent to adoption of the Order complained of 

as a result of which meeting the memorandum was issued by the 

Commission purporting to give meaning and effect to the Order 

complained of by defining the term "deliverability" and pre­

scribing the conditions under which deliverability tests are to 

be taken. 
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3. Mr. Leibrock will testify that since the Commission Order 

was entered in this cause there have been two Instances in which 

operating companies have shut in producing wells and by dedicating 

the acreage formerly assigned to those wells to high deliverability 

wells have been able to obtain a higher allowable for the same 

total amount of acreage than they would have been able to obtain 

by allowing all of the wells on the acreage to remain in a 

producing status. He will further show that there are other 

locations and areas in the pool in which the same result can be 

accomplished by shutting in producing wells, which will increase 

the deviation of the deliverability formula from the objective 

established by the statute. This evidence ls now available due 

to the fact that deliverability tests have been taken on al l 

the wells since the Commission Order was entered and the allowables 

under a deliverability formula are now available. Petitioners 

will offer this evil ence in support of the allegations in their 

Petitions that the Commission finding that there is a general 

correlation between deliverabilities and recoverable gas in place 

under the tracts dedicated to the well is a conclusion which can 

be shown to be fallacious by actual occurrences in the field. 

4. Petitioners will offer the testimony of Mr. Leibrock to 

explain the record made before the Commission, which is 

voluminous and in large measure very technical and complicated. 

5. Petitioners will offer evidence as to the sources of 
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Information and basis upon which any exhibits offered are prepared. 

However, the necessity for this testimony may be obviated by 

stipulation. 

6. Petitioners will offer such other or further evidence as 

may appear advisable in rebuttal to any evidence or testimony 

offered by Respondents, The nature of this testimony and the 

witnesses who will offer such testimony or evidence cannot be 

determined until Respondents have offered evidence and the 

nature thereof i s known. 

Respectfully submitted, 

ATWOOD & MALONE 
Roswell, New Mexico 

KELLAHIN & FOX 
Santa Fe, New Mexico 

HERVEY, DOW 6. HINKLE 

By /s/ Howard C. Bratton 

Attorneys for Petitioners 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 23rd day of September 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

STATEMENT OF THE CASE 

This case involves the question of proration of gas production 

from the Jaimat Gas Fool, which lies generally in Townships 

21 South, Range 35 East, through 23 South, 35 East} 21 South, 

36 East through 26 South, 36 East} and 22 South, 37 East through 

25 South, 37 East; in Lea County, New Mexico, and which pool 

produced generally from the Yates and Seven Rivers formations. 

Proration of gas production is governed by the provisions 

of Sections 65-3-13 and 65-3-14, New Mexico Statutes, 1953, and 

rules adopted by the Oil Conservation Commission of New Mexico. 

Gas prorationing was first Instituted in the Jaimat Gas 

Pool and a number of other pools in southeastern New Mexico in 

1954, after a series of hearings extending over approximately 

four years, during the course of which I t was strongly urged by 

gas transmission companies that deliverability based on the 

ability of a well to produce be included In any proration formula. 

As a result of these hearings, the Oil Conservation Commission 

adopted without reference to deliverability a proration formula 

based solely upon the acreage allocated to the Individual well* 

Although the proration order required that wells be brought 
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Into balance every six months, by restricting or shutting in 

those wells which had overproduced the amount of gas allocated 

to them and by the taking of production from those wells which 

had not produced their allowable, this provision of the proration 

order was suspended for a period of approximately four years, 

until December 31, 1957. By that date there were a number of 

wells which had produced in excess of the allowable assigned to 

them; other wells had not been produced to the extent of the 

allowable. 

By application filed in the latter part of 1957, Texas 

Pacific Coal & Oil Company sought an order from the Commission 

"immediately terminating gas prorationing in the Jaimat Gas 

Pool, Lea County, New Mexico, or, in the alternative, for an 

order immediately cancelling a l l accumulated under production; 

requiring purchasers to increase nominations commensurate with 

actual takes; establishing deliverability as a factor in the 

proration formula; establishing maximum takes as to wells in 

the pool; and such other orders as will immediately bring the 

pool into balance and maintain such balance without waste and 

without abuse to correlative rights." 

The application was heard as Commission Case No. 1327 on 

October 18, on November 14 and again on December 9, 1957. 

Under date of January 29, 1958, the Commission entered i t s 

order No. R-1092-A denying the application of Texas Pacific Coal 

7.1 
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& Oil Company in al l respects except that the existing allocation 

formula based upon acreage alone was changed to a formula based 

upon 75% acreage times deliverability plus 25% acreage. 

Following entry of this order, fourteen operators, Including 

all of the companies filing appeal in this court, filed applications 

for rehearing on Order No. R-1092-A. 

Rehearing was held on March 25, 1958. Under date of April 25, 

1958, the Commission entered its order No. R-1092-C, reaffirming, 

and refusing to modify the provisions of Order No. R-1092-A. 

On the basis of these two orders, petitions were filed tn 

this court seeking review of the Commission's action under the 

provisions of Section 65-3-22, New Mexico Statutes, 1953, by: 

Continental Oil Company, Shell Oil Company, Cities Service Oil 

Company, Fan-American Petroleum Corporation, Humble Oil and 

Refining Company, Amerada Petroleum Corporation, Standard Oil 

Company of Texas, and The Atlantic Refining Company. 

The Fetitlons For Review 

As a result of the Commission's action in its Cause No. 1327, 

this Court now has before i t eight cases attacking the Commission's 

orders on various grounds. 

Separate petitions for review were filed by each of the 

eight companies. Basically, the matters raised in these petitions 

for review are the samei however, i t should be noted that some of 

the Petitions raise questions and attack is made upon the 
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Commission's orders on legal grounds which do not appear in the 

petitions filed by other of the companies. For the purposes of 

this pre-trial conference we do not feel i t necessary to point 

out to the Court where these differences exist, but will attempt 

to delineate the legal questions raised, regardless of whether 

they appear in one, or more of the petitions for review. 

Since the petitions are fundamentally the same, except for 

minor differences, there i s no logical argument against consoli­

dating the cases for hearing in this Court, and they have been so 

consolidated. 

Statutory Provisions For Review 

Probably the f i r s t question to be resolved i s raised by the 

provisions of the statute governing review by the court of actions 

taken by the Oil Conservation Commission. 

Section 65-3-22, after f i r s t requiring that an application 

for rehearing be filed with the Commission, provides in sub­

section (b): 

Any party to such rehearing proceeding, dissatisfied with 
the disposition of the application for rehearing may appeal 
therefrom to the district court of the county wherein i s 
located any property of such party affected by the decision, 
by filing a petition for the review of the action of the 
Commission within twenty (20) days after the entry of the 
order following rehearing or after the refusal of rehearing 
as the case may be. Such petition shall state briefly the 
nature of the proceedings before the commission and shall 
set forth the order or decision of the commission complained 
of and the grounds of invalidity thereof upon which the appli­
cant will rely} provided, however, that the questions reviewed 
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on appeal shall be only questions presented to the commission 
by the application for rehearing. Notice of such appeal 
shall be served upon the adverse party or parties and the 
commission in the manner provided for the service of summons 
in civil proceedings. Thetrial upon appeal shall be de novo, 
without a jury, and the transcript of proceedings before the 
commission, including the evidence taken in hearings by the 
commission, shall be received in evidence by the court In 
whole or in part upon offer by either party, subject to legal 
objections to evidence, in the same maimer as i f such evi­
dence was originally offered in the district court. The com­
mission action complained of shall be prima facie valid and 
the burden shall be upon the part or parties seeking review 
to establish the invalidity of such action of the commission. 
The court shall determine the issues of fact and of law and 
shall, upon a preponderance of the evidence introduced before 
the court, which may include evidence in addition to the 
transcript of proceedings before the commission, and the law 
applicable thereto, enter its order either affirming, modify­
ing, or vacating the order of the commission. In the event 
the court shall modify or vacate the order or decision of the 
commission, i t shall enter such order In lieu thereof as i t 
may determine to be proper. Appeals tzay be taken from the 
judgment or decision of the district court to the Supreme 
Court in the same manner as provided for appeals from any 
other final judgment entered by a district court in the 
State. The trial of such application for relief from action 
of the commission and the hearing of any appeal to the 
Supreme Court from the action of the district court shall 
be expedited to the fullest extent possible. 

The provisions of this statute, in the light of decisions of 

the courts In other administrative law cases, immediately raise 

questions both as to the nati. re and scope of review to be accorded 

in the district court, and the relief that may be granted upon 

review. The petitions filed in the cases now before the Court 

raise the questions on both points. Petitioners are here seeking 

a trial de novo, with the right to introduce the record before 

the commission, and additional evidence. Petitioners further 

seek relief from the court by way of an order either vacating 
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Orders Nos. R-1092-A and R-1092-C, or the modification of said 

orders by the court. 

Questions Raised In The Petitions 

The petitions have alleged that the orders are unreasonable, 

unlawful, arbitrary and capricious, and are therefore invalid and 

void, on a number of grounds, which may be summarized briefly as 

follows: 

1. That the application of Texas Pacific Coal & Oil Company, 

insofar as i t sought Inclusion of deliverability as a factor in 

the proration formula is concerned, constituted a collateral 

attack upon the previous proration order of the commission. 

2. That absent a showing of a change of conditions, or that 

waste would occur, the Commission was without jurisdiction to 

change the previously-established proration formula. 

3. That Texas Pacific Coal & Oil Company participated in 

the previous proration hearings, did not appeal therefrom, and 

was therefore estopped to request a change In the proration 

formula In a new proceeding in the absence of a showing that waste 

was occuring or would occur, or that there had been achange of 

conditions subsequent to the previous hearings. 

4. That the finding of the Commission that there is a general 

correlation between the deliverability of gas wells in the pool 

and the recoverable gas in place under the tracts dedicated to the 

wells, upon which finding the orders complained of are based, is 

not supported by the evidence. 
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5. That even i f such a correlation exists, i t forms no 

basis authorized by law for modification of the pre-existing 

proration order. 

6. That the decision of the Commission i s not based upon 

any factor authorized by law for the determination of a pro­

ration formula, but i s based upon factors not contemplated nor 

permitted by the statutes of Hew Mexico. 

7. That the orders will result in waste and will violate 

correlative rights, contrary to law. 

8. Ahat the orders will result in underground waste, con­

trary to law. 

9. That the orders will result in greater drainage across 

lease lines than would occur under the previously existing 

proration orders. 

10. That vested property rights have accrued which will be 

disturbed and violated as a result of the Commission's orders, 

and there will result a taking of property without due process 

of law. 

11. Correlative rights will be violated in that the orders 

permit production by offset operators of gas underlying lands of 

petitioners, without affording compensating counter-drainage, and 

will prevent petitioners from producing the recoverable gas in 

place underlying the tracts upon which the wells are located, 

contrary to law. 



12. That the orders are vague, indefinite and uncertain and 

fail to advise petitioners of their rights thereunder. 

13. That the commission erred in refusing to admit testi-

money as to property rights acquired under the pre-existing 

proration order. 

14. That the formula for prorating allowable production 

which includes a deliverability factor is not a reasonable basis 

upon which to prorate and allocate the allowable production of 

gas from the pool, contrary to law. 

15. That the proposed new formula must clearly protect 

correlative rights of operators, who have made large expenditures 

and made changes in contractual positions on the basis of the 

previous order. 

16. That the orders are contrary to a preponderance of the 

evidence. 

These assertions raise numerous legal questions, most of 

which would be summed up under argument on the Commission's 

application of the provisions of the New Mexico Statutes to the 

facts before i t in this case. Such questions can be resolved 

only by reference to the record, which is not now before the 

Court, coupled with legal argument on the powers and duties of 

the Commission in prorating and allocating gas production under 

the provisions of the statutes. 
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Other Matters 

In addition to the matters raised in the petitions for 

review, the prayer for relief raises additional questions which 

are authorized by the statute, in that petitioners ask the court 

to either vacate or modify the orders of the commission; that they 

be accorded a hearing de novo and the court determine the issues 

of fact and law on the matters presented; that the Court enter 

its order affirming Commission's Order No. R-520; and that the 

Court enter any proper orders modifying or in lieu of the orders 

complained of here. 

The relief sought is authorized by Sec. 65-3-22 of the 

statutes. I t will be necessary to determine what relief is 

proper and should be afforded petitioners in this case. 

Conclusion 

Under the applicable statutes, the Commission Is authorized 

to prevent waste, and to protect correlative rights. 

Petitioners contend here that there is no question of waste 

prevention before the Commission in this case when i t considered 

a change in the proration formula. The sole question was one of 

reallocating the allowable gas production ln the pool, resulting 

in the restriction of production from some wells over that enjoyed 

for many years, and increasing the production to be allowed to 

other wells, with no increase in the ultimate recovery from the 
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pool. The question Is solely one of who is going to produce the 

gas from the pool. 

ATWOOD & MALONE 
Roswell, New Mexico 

KELLAHIN & FOX 
Santa Fe, New Mexico 

HERVEY, DOW & HINKLE 

By /s/ Jason W. Kellahin 

Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the 23rd day of September 1958, 

there was filed in fhe office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

PETITIONERS' SUPPLEMENTAL OFFER OF PROOF 

Supplementing Petitioners* Offer of Proof heretofore filed 

pursuant to the pre-trial order of the Court, and without in any 

way modifying said Petitioners 1 Offer of Proof, Petitioners 

further propose to use an additional witness as follows: 

1. Petitioners propose to offer testimony and evidence by 

a qualified engineer of Continental Oil Company for the purpose 

of showing that i t i s impossible to determine the deliverability 

of gas wells with any degree of accuracy under the conditions 

prescribed by the Oil Conservation Commission, that the results 

of deliverability tests are frequently based upon arbitrary 

assumptions, and the results of such tests vary with the conditions 

under which the wells are tested. 

This testimony and evidence i s based upon tests made in the 

field under conditions prescribed by the Commission subsequent 

to the adoption of the orders complained of in the above captioned 

proceeding, the results of which tests have just become available 

to counsel. 

The testimony and evidence l s offered In support of 

Petitioners contention in this case that the order of the 

80 
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Commission i s vague, indefinite and uncertain; for the purpose 

of supporting Petitioners contention that the formula for pro­

rating allowable production of gas which includes a deliverability 

factor i s not a reasonable basis upon which to prorate and 

allocate the allowable production of gas from the Jaimat Gas 

Pool; and for the further purpose of supporting Petitioner's 

contention that inclusion of a deliverability factor in the 

proration formula will result in irreparable injury to the 

correlative rights of Petitioners and will prevent Petitioners 

from producing the recoverable gas in place underlying the tracts 

on which their wells are located. 

Respectfully submitted, 

ATWOOD & MALONE 
Roswell, New Mexico 

HERVEY, DOW & HINKLE 
Roswell, New Mexico 

KELLAHIN & FOX 
Santa Fe, New Mexico 

By /s/ Jason W. Kellahin 

Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the 12th day of June 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

M O T I O N 

Come now the petitioners and move the Court for an order 

directing the respondent Oil Conservation Commission of New Mexico 

and the individual members thereof to forthwith prepare and 

certify to this Court the entire record of i t s proceedings, 

including the transcript of a l l testimony, a l l original exhibits, 

admitted or offered at the hearing before the Oil Conservation 

Commission of New Mexico, and a l l orders entered by the Commission 

pertaining to the case under Case No. 1327 on the docket of said 

Commission, a l l of which are necessary for use in reviewing the 

action of said Commission in this cause as provided by law. 

KELLAHIN AND FOX 

Bv /s/ Jason W. Kellahin 
Attorneys for Petitioners 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wit? On the 12th day of June 1959, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follows, to-wit: an 

O R D E R 

This matter coming regularly before the Court upon the motion 

of petitioners for an order directing the respondent Oil 

Conservation Commission of New Mexico and i t s individual members 

to forthwith prepare and certify to this Court the entire record 

of i t s proceedings, including the transcript of a l l testimony, 

a l l original exhibits admitted or offered at the hearing before 

the Oil Conservation Commission, and a l l orders entered by the 

Commission pertaining to the case under Case No. 1327 on the 

docket of said Commission, and 

The Court being fully advised in the premises and good cause 

appearing therefor, 

I t i s , therefore, ORDERED that the respondent Oil Conservation 

Commission of New Mexico, and the individual members thereof, 

forthwith prepare and certify to this Court the entire record of 

It s proceedings, including the transcript of a l l testimony, a l l 

original exhibits admitted or offered at the hearing before the 

Oil Conservation Commission of New Mexico, and a l l orders entered 

by the Commission pertaining to the case under Case No. 1327 on 

the docket of said Commission. 



I t is further ORDERED that a certified copy of this order 

be forthwith served on said Commission and the members thereof, 

or on their attorney. 

/s/ John R. Brand 
District Judge 
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AND, THEREAFTER, to-wit. On the 26th day of June 1959, there 

was filed in the office of said Clerk, In said Cause No. 16,213, 

ln words and figures as follow, to-wit: a 

S T I P U L A T I O N 

I t i s hereby stipulated and agreed by the parties hereto 

that JOHN BURROUGHS, Governor of the State of New Mexico, i s 

successor in office to Edwin L. Mechem, and as such i s a member 

of respondent OIL CONSERVATION COMMISSION OF NEW MEXICO, and that 

he be substituted for and named in these actions as successor to 

said Edwin L. Mechem for a l l purposes. 

/s/ Robert W. Ward 
ROBERT W. WARD, Attorney for 
Permian Basin Pipeline CoMpany 

HARDIE, GRAMBLING, SIMS & 
GALATZAN and RAY C. COWAN 

By / » / Ray C. Cowan 
Attorneys for El Paso 
Natural Gas Company 

KELLAHIN AND FOX 

By /s/ Jason W. Kellahin 
Attorneys for Petitioners 

I B J Oliver E. Payne 
OLIVER PAYNE, Attorney for Oil 
Conservation Commission of New 
Mexico 

faf A. S. Grenier 
Attorney for Southern Union Gas 
Company 

CAMPBELL & RUSSELL 

By /s/ Jack M. Campbell 
Attorneys for Respondent Texas 
Pacific Coal & Oil Company 



85 

AND, THEREAFTER, to-wtt: On the 26th day of June 1959, there 

was filed in the office of said Clerk, in said Cause No. 16,213, 

in words and figures as follow, to-wit: 

RESPONDENTS' OFFER OF PROOF 

Respondents make this offer of proof without prejudice to 

their contention, heretofore presented to the Court, that the 

Court may not lawfully receive or consider any testimony or other 

evidence in addition to the record made before the Oil Conservation 

Commission of New Mexico in Case No. 1327, and Respondents expressly 

reserve the right to object to all testimony or other evidence 

offered by Petitioners upon trial of this matter. 

Subject to the foregoing, and pursuant to the requirement of 

the Court upon pre-trial conference, Respondents set forth herein 

the names of witnesses they propose to use and the general nature 

of their testimony. This offer of proof is subject to revision 

depending upon the nature of proof actually offered and received 

by the Court upon tender by Petitioners. 

1. W. R. Keller, Consulting Petroleum Engineer, will testify 

in rebuttal to Robert M. pelbrock upon the matter of the use ofa 

pressure decline study to determine recoverable gas in place and 

upon the equities involved in tlie gas proration formula adopted 

by the Commission as opposed to the "straight acreage" formula 

advocated by Petitioners. 
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2. Elvts Utz, Gas Engineer for the Oil Conservation 

Commission of New Mexico, will testify as to the complete history 

of gas prorationing Southeast New Mexico and the use of 

deliverability as a factor in the proration formula in the Jaimat 

Gas Pool. Mr. Utz will also testify as to the practical use of 

deliverability and testing procedures thereunder. 

3. Randall Montgomery, Proration Manager for the Oil 

Conservation Commission, will testify as to the re-working of 

wells since the adoption of the present proration formula in the 

Jaimat Gas Pool and the effect of such work in regard to pre­

vention of waste and protection of correlative rights. 

4. Frank Martin, Texas-Pacific Coal and Oil ômpaxiy, will 

present an analysis of allowable production in the Jaimat Gas 

Pool since the present formula became effective including an 

analysis of re-work operations and increased deliverability 

resulting therefrom, particularly with respect to Continental 

Oil Company, one of the Petitioners herein. 

5. Norman Woodruff, E l Paso Natural Gas Company, will present 

evidence to show that allocation of gas under the present formula 

provides a more equitable distribution of production than did 

the "straight acreage" formula. 

Respondents will offer such other or further evidence as 

may appear advisable in rebuttal to any testimony or evidence 

offered by Petitioners. The nature of this testimony or evidence 
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cannot be determined until Petitioners have offered evidence 

and the nature thereof is known. 

Respectfully submitted. 

Oil CONSERVATION COMMISSION OF NEW MEXICO 
Santa Fe, New Mexico 

CAMPBELL AND RUSSELL 
Roswell, New Mexico 

COWAN AND LEACH 
Hobbs, New Mexico 

HARDIE, GRAMBLING, SIMS AND GALAT2AN 
El Paso, Texas 

ROBERT W. WARD 
Loviig ton, New Mexico 

By /s/ Oliver E. Payne 
Oliver **. Payne 
Attorney for the 
Oil Conservation Commission 



88 

AND, THEREAFTER, to-wit: On the 21st day of August 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

REQUESTED FINDINGS OF FACT AND CONCLUSIONS OF LAM 

Come now respondents and, pursuant to Rule 52(b), submit the 

following requested Findings of Fact and Conclusions of Law. 

Findings of Fact 

1. The Court has jurisdiction of this cause of action and of 

the parties thereto. 

2. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not unreasonable, unlawful, arbitrary, or capricious. 

3. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not vague, Indefinite, or uncertain. 

4. Petitioners had knowledge and information as to the 

meaning of Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C, and the meaning of the term "deliverability" as used 

therein, and said Orders were understandable. 

5. The proration formula based upon 100% acreage was 

established by Oil Conservation Commission Orders No. R-368-A and 

R-369-A and not by Order No. R-520. 

6. Oil Conservation Commission Orders No. R-368-A and 

R-369-A contained findings as follows: 

• . s -» 
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"(6) That pending further study and orders, the 
allocation of gas in the Jalco (Langmat) Gas Pool 
should be calculated on the basis of 100 per cent 
acreage . * . . 

"(7) That an adequate gas well testing procedure 
should be adopted as soon as possible so that 
operators, purchasers and the Commission can determine 
the fairness and feasibility of an allocation factor 
for the pool which employes the factors of deliver­
ability, pressure, or any other factor relating to 
gas well productivity." 

7. There i s a general co-relation between the deliverability 

of gas wells in the Jaimat Gas Pool and the recoverable gas in 

place under the tracts dedicated to said wells, and the inclusion 

of a deliverability factor in the proration formula for the pool 

will therefore result in a more equitable allocation of the gas 

production in said pool than under a formula based upon 100% 

acreage. 

8. The formula adopted by the Oil Conservation Commission 

in i t s Orders No. R-1092-A and R-1G92-G allocates the allowable 

production among the gas wells in the Jaimat Gas Pool delivering 

to a gas transportation facility upon a reasonable basis, and 

recognizes correlative rights, and insofar as i t i s practicable, 

said Order prevents drainage between producing tracts in the said 

pool which i s not equalized by counter-drainage. 

9. In i t s final determination in this matter the Oil 

Conservation Commission did not consider any improper factors. 

10. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C have not resulted and will not in the f uture result in 

M l ) 
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any economic waste. 

11. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C have not caused and will not in the future cause 

underground waste. 

12. The deliverability formula in the Order complained of 

encourages prudent operations and discourages imprudent operations 

and, thus, contributes to prevention of waste and the better 

utilization of gas in the Jaimat Gas Pool than did the 100% 

acreage formula. 

Conclusions of Law 

1. The application of Texas Pacific Coal and Oil vorapany 

ln Case No, 1327 before the Oil Conservation Commission did not 

constitute a collateral attack upon any prior order of the Oil 

Conservation Commission. 

2. Neither Orders No, II-368-A, R-369-A, or R-520 entered by 

the Oil Conservation Commission constituted a final determination 

that the allocation of the allowable production from the Jaimat 

Gas Pool should be made on a 100% acreage basis, and the Oil 

Conservation Commission had authority and jurisdiction to modify 

or change the proration formula established by i t s previous orders. 

3. Neither Texas Pacific Coal and Oil Company nor the Oil 

Conservation Commission was estopped from requesting a change or 

making a change in the prorationing formula for the Jaimat Gas 
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Fool, and the Oil Conservation Commission had authority to revise, 

modify, or change its Orders No. R-368-A, R-369-A, or R-520, 

4. The finding of the Oil Conservation Commission in its 

Order R-1092-C "that there is a general co-relation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and the 

recoverable gas in place under the tracts dedicated to said wells" 

is a proper finding, and provides a basis authorized by the 

Statutes of New Mexico for changing the proration formula for 

allocation of gas production from the Jaimat Gas Pool. 

5. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not unlawful, unreasonable, arbitrary, or capricious. 

6. The Oil Conservation Commission in Case No. 1327 did not 

err by refusing to permit the introduction of testimony with 

reference to property rights allegedly acquired by petitioners 

while No. R-520 was in effect, nor did i t err in refusing to permit 

petitioners to present testimony or proof of communitization of 

properties which had occurred while said Order was in effect. 

7. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C protect correlative rights of owners of properties in 

the Jaimat Gas Pool and tend to prevent waste. 

8. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not: vague, indefinite or uncertain. 

9. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not confiscatory; do not deprive petitioners of their 



92 

property without due process of law; and do not impair vested 

rights, 

10. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not unreasonable, unlawful, arbitrary or capricious. 

11. Petitioners failed to sustain their burden of proving 

the allegations in their petition for review and therefore the 

petition should be dismissed and Orders No. R-1092-A and R-1092-C 

should be affirmed. 

Respectfully submitted, 

CAMPBELL & RUSSELL 

By I s i Jack M. Campbell 
Jack M, Campbell 

Attorneys for Respondent 
Texas Pacific Coal and Oil Company 
but submitted on behalf of a l l 
Respondents 

(Service of Pleading 
certified to.) 



AND, THEREAFTER, to-wit: On the 27th day of August 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

M O T I O N 

Come now the Petitioners and move the court for an order 

enlarging the time in which to submit their requested findings 

of fact and conclusions of law, now due on August 26, 1959, 

granting them an additional ten days in which to f i l e such requested 

findings of fact and conclusions of law, and in support thereof 

state: 

1. That by reason of illness, and by reason of duties with 

the American Bar Association, two of the three resident counsel 

have not been available to participate fully in the preparation 

of such requested findings and conclusions. 

2. That due to the large number of parties involved as 

Petitioners in these consoldiated cases the time allowed has not 

been sufficient for consultation with non-resident counsel par­

ticipating in said cases. 

ATWOOD & MALONE 
Roswell, New Mexico 

KELLAHIN 6= FOX 
Santa Fe, New Mexico 

HER VEY, DOW 6c HINKLE 
Roswell, New Mexico 

By /s/ Clarence E. Hinkle 
Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the 25th day of August 1959 

in open court, and on the 27th day of August 1959 there was filed 

in the office of said Clerk, in said Cause No. 16,213, in words 

and figures as follow, to-wit: an 

O R D E R 

This matter coining regularly before the court upon the 

Motion of Petitioners for an order enlarging the time in which 

to submit requested findings of fact and conclusions of law now 

due on August 26, 1959, and 

The court being fully advised and good cause appearing 

therefor, 

IT IS, THEREFORE, ORDERED that the time for submitting 

requested findings of fact and conclusions of law be and the same 

hereby i s extended to September 8, 1959. 

la j Geo. T. Harris 
District Judge 
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AND, THEREAFTER, to-wit: On the 28th day of August 1959, 

there was filed in the office of said Clerk, in said Cause No. 

16,213, in words and figures as follow, to-wit: a 

CERTIFICATE 

I hereby certify that a true copy of the Order entered 

herein by District Judge George T. Harris, extending the time 

for filing requested findings of fact and conclusions of law 

herein to September 8, 1959, was mailed to opposing counsel of 

record this 26th day of August, 1959. 

KELLAHIN & FOX 

By / s l Jason W. Kellahin 
Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the 31st day of August 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

M O T I O N 

Come now the petitioners and move the Court for an Order 

enlarging the time in which to submit their requested findings 

of fact and conclusions of law, now due on August 26, 1959, 

granting them an additional 20 days in which to f i l e such 

requested findings of fact and conclusions of law, and in support 

thereof state: 

1. That by reason of illness, and by reason of duties with 

the American Bar Association, two of the three resident New 

Mexico counsel have not been available to participate fully in 

the preparation of such requested findings and conclusions. 

2. That due to the large number of parties Involved as 

petitioners in these consolidated cases, the time allotted has 

not been sufficient for consultation with non-resident counsel 

participating in said cases. 

KELLAHIN & FOX 

By /s/ Jason tf. Kellahin 
Attorneys for Petitioners 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 3Lst day of August 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: an 

O R D E R 

This matter coming regularly before the Court upon the 

motion of petitioners for an order enlarging the time in which 

to submit requested findings of fact and conclusions of law, now 

due on August 26, 1V59, and 

The Court being fully advised and good cause appearing 

therefor, 

I t i s , therefore, ORDERED that the time for submitting 

requested findings of fact and conclusions of law be and the same 

hereby I s extended to September 26, 1959. 

/s/ John R. Brand 
District Judge 
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AND, THEREAFTER, to-wit: On tbe 3rd day of September 1959, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

CERTIFICATE 

I hereby certify that a true copy of the Order entered herein 

by District Judge John R. Brand, extending the time for filing 

requested findings of fact and conclusions of law herein to 

September 26, 1959, was mailed to opposing counsel of record 

this 1st day of September, 1959. 

KELLAHIN & FOX 

By fs/ Jason W. Kellahin 
Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the 18th day of January 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

REQUESTED FINDINGS OF FACT AND CONCLUSIONS OF LAW 
OF PETITIONERS CONTINENTAL OIL COMPANY, ET AL 

COME NOW Petitioners In the above styled and numbered cause 

and respectfully request the Court to adopt the following: 

Findings of Fact 

1. The above styled and numbered cause i s a consolidation 

of eight appeals from Orders No. R-1092-A and R-1092-C of the 

Oil Conservation Commission of New Mexico, entered respectively 

on January 29, 1958, and April 25, 1958. fhe Petitioners who 

Individually appealed from the Orders and whose appeals were 

consoIdlated by order of the Court in this case are: Continental 

Oil Company, Amerada Petroleum Corporation, Pan-American Petroleum 

Corporation, Cities Service Oil Company, Shell Oil Company, 

The Atlantic Refining Company, Standard Oil Company of Texas, 

and Humble Oil and Refining Company. The Respondents in a l l 

appeals are the Oil Conservation Commission of New Mexico, com­

posed of Edwin L. Mechem, member and chairman, Murray Morgan, 

member, and A. L. Porter, Jr., secretary; Texas Pacific Coal and 

Oil Company, a foreign eorpaation; El Paso Natural Gas Company, a 

foreign corporation; Permian Basin Pipeline Company, a foreign 

1 
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corporation, and Southern Union Gas Company, a foreign corporation. 

By stipulation John Burroughs was substituted for Edwin L. Kechem 

as member and chairman of the Oil Conservation Commission and 

Respondent in the cases. 

2. Each of the Petitioners i s a foreign corporation duly 

admitted to do business in the State of Kew Mexico and i s the 

owner of o i l and gas properties and gas wells situated within 

the exterior boundaries of th® Jaimat gas pool, located in Lea 

County, New Mexico. 

3. The appeals consolidated in the above described and 

numbered cause were taken under the provisions of Section 65-3-22, 

New Mexico Statutes, 1953, Annotated. Timely application for 

rehearing on each of the Orders appealed from was made by the 

respective Petitioners before the Oil Conservation Commission of 

New Mexico, and a l l matters alleged as grounds for reversal by 

the several Petitioners in their respective Petitions for Review 

were raised in Applications for Rehearing filed with the New 

Mexico Oil Conservation Commission as required by statute. Timely 

appeals were taken by each of Petitioners from Orders No. R-1092-A 

and R-1092-C, and service of notice of said appeals as required 

by law was duly made upon Respondents. 

4. The Jaimat gas pool in Lea County, New Mexico, lies 

generally in Townships 21 to 26 South, Ranges 35 to 37 East, 

and produces a gas principally from the Yates and Seven Rivers 

formations. Gas was originally discovered and development of the 
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pool began in about the year 1935. At the time of the filing 

of the Petition in the proceeding before the Oil Conservation 

Commission from which this appeal i s taken, there were approxi­

mately 389.13 gas units within the Jaimat Cas Pool, each of which 

was producing natural gas through one or more gas wells. 

5. The Oil Conservation Commission of Hew Mexico did not 

limit the production of natural gas from the wells located in 

what is now the Jaimat Gas Pool from the time of the original 

discovery of gas in said area until January 1, 1954. After 

extensive hearings held over a period of some three years, the 

Oil Conservation Commission, by order effective January 1, 1954, 

inaugurated prorationing in what is now the Jaimat Gas Pool. 

On August 12, 1954, following further hearings, the Commission 

issued i t s Order Ho. R-520 in Case No. 673 which created the 

Jaimat Gas Pool and provided the method for allocating gas 

allowable as between the wells in said pool. Said Order provided 

for the allocation of a l l allowable production between natural 

gas wells solely on the basis of the acreage attributed to each 

well. This was the basis on which a l l natural gas allowables 

have been allocated as between the wells In the natural gas pools 

of southeastern New Mexico, and likewise the basis on which a l l 

o i l allowables have been and are allocated as between o i l wells 

in the State of New Mexico. The production of natural gas from 

the Jaimat pool as provided in Order No. R-520 continued to be 

1 * 
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allocated on a 1007. acreage basis until the entry by the 

Commission of Order No. R-1092-A, from which this appeal is 

taken. 

6. Case No. 1327 before the Oil Conservation Commission, 

in which Orders No. R-1092-A and R-1092-C were entered, was 

initiated by the application of Respondent Texas Pacific Coal 

and Oil Company praying, in the alternative: 

(1) an Order immediately terminating gas prorationing 
in the Jaimat Gas Pool, or 

(2) an Order immediately cancelling a l l accumulated 
under-production and redistributing such under­
production to over-produced wells in the Jaimat Gas 
Pool; requiring gas purchasers to make adequate 
nominations; and, 

(3) 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 any specified 
period of time. 

7. After hearings, the Oil Conservation Commission, on 

January 29, 1958, entered Order No. R-1092-A, including deliver­

ability as a factor in the proration formula for the Jaimat Gas 

Pool. Tlie Commission thereby terminated the allocation of 

allowable in the Jaimat pool on the 100% acreage basis which 

had existed since the inauguration of proration on January 1, 1954, 

and substituted a formula of 25% acreage plus 75% acreage times 

deliverability, thereby making deliverability a major factor in 

the allocation of gas allowable* Other relief prayed in Case 

No. 1327 was denied. 
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8. Petitioners applied for rehearing, and after rehearing 

the Commission entered i t s Order No. R-1092-C directing that 

Order No. R-1Q92-A remain in f u l l force and effect. 

9. During the course of pre-trial conferences on August 4, 

1958, and September 23, 1958, i t was stated by counsel for one 

or more of the parties, without dissent from counsel for any of 

the parties, that the issues presented by the Orders appealed from 

in this case involved only questions of correlative rights as 

affected by the change in the allocation formula and that there 

was no question of waste of any character involved in the case. 

On the basis that there was no public interest involved, the 

Court made i t s t r i a l ruling that the Oil Conservation Commission 

was not properly an adversary party, at which time counsel for 

the Commission denied i t had agreed that no question of waste 

was involved. 

10. Order No. R-1092-A, as reaffirmed by Order No. R-1092-C, 

i s based upon a finding by the Commission that "Texas Pacific 

Coal and Oil Company has proved by a preponderance of the 

evidence that there i s a general correlation between the deliver­

abilities of the gas wells in the Jaimat Gas Pool and the 

recoverable gas in place under the tracts dedicated to said 

wells." Said finding i s not supported by substantial evidence 

in the record before the Commission in that; 

(a) No evidence whatever was presented by Respondents 
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in the hearing before the Oil Conservation Commission as to the 

recoverable gas in place under the tracts dedicated to the veils 

in the Jaimat Gas Fool, The existence or nonexistence of a 

correlation between deliverabilities of gas wells and "the 

recoverable gas in place under the tracts dedicated to said 

wells" could not be determined in the absence of such evidence, 

and hence no substantial evidence supports said finding. 

(b) All testimony presented by Respondents was as to 

the "reserves" of the gas wells in the Jaimat pool, as distinguished 

from the recoverable gas in place under the tracts assigned to 

said wells. All such "reserves" were determined by the extrapo­

lation of a pressure production decline curve based entirely upon 

the past production history of the well. To attribute unproduced 

reserves to a well based upon the extrapolation of such a curve 

assume that a l l drainage from surrounding tracts which has occurred 

during the history of the well in question will continue through­

out its lifetime. I t thereby attributes to a draining well 

(usually a high deliverability well), and hence to the tract on 

which i t is situated, recoverable gas in place which underlies 

tracts dedicated to other wells in the pool. 

(c) The recoverable gas in place under a tract bears 

no fixed relationship to the amount of gas which a well on the 

tract could produce inasmuch as many gas wells have the capacity 

to drain much larger tracts than the acreage actually dedicated 

to the well. This condition exists with reference to many wells 

in the Jaimat Gas Pool, 
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(d) The only evidence offered before the Commission 

or before this Court ss to the recoverable gas in place under 

the tracts assigned to the wells in the Jaimat pool was offered 

by Petitioners and showed a total absence of correlation between 

the deliverabilities of wells in said pool and the recoverable 

gas in place under the tracts dedicated to said wells. 

11. Order No. R-1092-A purports to allocate 75% of the gas 

production from the Jaimat Gas Pool on the basis of the acreage 

dedicated to a well multiplied by the calculated deliverability 

of said well. Calculated deliverability i s defined in the Order 

as the result of deliverability tests to be taken "in a manner 

and at such time as the Commission may prescribe" and i s not 

otherwise defined in the Order. 

12. The term "deliverability" as used in the o i l and gas 

industry means the ability of a well to produce under specified 

conditions, and until such conditions are specified, the term i s 

meaningless for purposes of practical application. 

13. By informal memorandum issued without notice and hearing 

under date of February 24, 1956, the Commission undertook to define 

deliverability and to prescribe the conditions under which 

deliverability tests would be taken in the Jaimat Gas Pool and 

the manner of calculating the results of such tests. 

14. The calculated deliverabilities resulting from 

successive tests of wells in the Jaimat Gas Pool, taken in the 
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manner prescribed by the memorandum of February 24, 1958, have 

varied to such an extent that the deliverability factor in the 

proration formula has proved to be an erratic, unpredictable 

and constantly fluctuating factor, and has no relation whatever 

to the recoverable gas in place under the tracts assigned to the 

respective wells. The inclusion of such calculated deliverabilities 

in the formula for the allocation of allowable therefore results 

in including a factor which has no relationship to recoverable 

gas in place. 

15. In individual cases, the calculated deliverability of 

wells in the Jaimat pool, as computed on the basis of successive 

official annual tests made In accordance with the requirements 

of the Oil Conservation Commission, has fluctuated up to extremes 

of more than 2,0007.. For a l l of the wells In the pool as a whole, 

there resulted an average change In calculated deliverability 

between 1958 and 1S59 of 40*32%. This change could have no 

relationship to any change in recoverable gas in place under the 

tracts assigned to the wells tested. 

16. Fluctuations In calculated deliverability revealed by 

successive tests of wells In the Jaimat pool conform to no pat­

tern whatever. The evidence did not establish that fluctuation 

was related directly to rpudent operation, manner of completion 

or any other facts. Each of such factors may affect the cal­

culated deliverability of a particular well, but they have no 
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uniform or predictable effect upon any well. 

17. The evidence discloses that as a result of the 

modification in the proration formula provided for by Order 

R-1092-A, eight operators in the Jaimat pool experienced a 

total reduction in monthly income from the sale of natural gas 

produced from said pool of approximately $40,000.00. Four other 

operators at the same time experienced an increase in monthly 

revenue from the sale of gas produced from said pool of approxi­

mately $50,000.00, The redistribution of allowable production 

which resulted in these changes in income from the sale of gas 

conformed generally to the evidence presented before the 

Commission by Petitioners as to the anticipated effect of the 

inclusion of deliverability in the proration formula. There was 

no evidence before the Commission or before the Court from which 

i t could be concluded that such redistribution resulted in the 

elimination of any pre-existing abuse of correlative rights 

under the acreage formula. 

18. The evidence discloses that application of the proration 

formula promulgated by Order H-1092-A, results in a net increase 

in drainage between tracts in said pool under said Order as 

compared to the uncompensated drainage which occurred under the 

pre-existing Order allocating allowables on the basis of acreage 

alone. 

19. Order R-1092-A, as reaffirmed by Order R-1092-C, results 

in injury to the correlative rights of the operators in the 



1C8 

Jaimat Gas Pool which does not occur under the pre-existing 

100% acreage allocation formula. 

20. The evidence discloses no change in the condition of 

the Jaimat Gas Pool itself subsequent to January 1, 1954, on which 

date proration of gas was begun under a 100% acreage formula, 

which could be made the basis of reconsideration by the 

Commission of the proration formula in said pool, as was done 

in Case No. 1327. 

21. Respondent Texas Pacific Coal and Oil Company was the 

only producer of natural gas in the Jaimat Gas Pool which 

supported before the Commission the inclusion of a deliverability 

factor in the proration formula for said pool. The remaining 

Respondents, other than the Commission, are natural gas pipeline 

companies which, i f producing gas in said pool at a l l , do so 

incidentally to the operation of their pipelines. 

Conclusions of Law 

1. The Court has jurisdiction of this review action and of 

the parties thereto. 

2. Under the statutes of New Mexico, the Oil Conservation 

Commission, in the allocation of natural gas allowables, i s 

required to afford to the owner of each property in the pool an 

opportunity to produce his just and equitable share of the gas 

in the pool. That share i s defined as the amount that can be 
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practically obtained without waste substantially in the proportion 

that the quantity of the recoverable gas under such property 

bears to the total recoverable gas in the pool. The use of any 

other standard for determining the rights of the owners in a 

pool than that prescribed by the statute as above stated i s 

contrary to the statute and in excess of the jurisdiction of the 

Commission. The aibstitution of "reserves" for recoverable gas 

in place made by the Commission in the promulgation of Order 

R-1092-A i s in excess of the jurisdiction of the Commission, and 

Order R-1092-A i s , therefore, invalid and void. 

3. Orders R-1092-A and R-1092-C of the New Mexico Oil 

Conservation Commission are not supported by substantial evidence 

presented before the Commission in Case No. 1327 and are, there­

fore, arbitrary and capricious and invalid and void. 

4. In the absence of waste, which Is not Involved In this 

case, proration of natural gas in the Jaimat Gas Pool, having 

been inaugurated by the Commission on the basis of 100% acreage 

formula, could only be changed by the Commission I f the formula 

proposed would result In greater protection of the correlative 

rights of the owners in said pool as said rights are defined by 

the statutes of New Mexico. 

5. the finding of the Commission that the Inclusion of a 

deliverability factor in the proration formula for the Jaimat 

pool would result in a "more equitable allocation of the gas 

production in said pool than under the present gas proration formula" 
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ls not the equivalent of a finding that such action would result 

In affording to the owner of each property in the pool a better 

opportunity to pi-oduce without waste his just and equitable 

share of the gas in said pool, so far as can be practically 

obtained without waste, substantially in the proportion that the 

quantity of recoverable gas under such property bears to the 

total recoverable gas in the pool, which i s the standard fixed by 

the Legislature. 

6. Having failed to find the facts required by the statute 

for the exercise of this power, the Commission Is without 

jurisdiction to enter an Order terminating proration under the 

former acreage formula and substituting the formula provided by 

Order R-1092-A. 

7. There i s no general correlation between the deliverabil­

ities of the gas wells in the Jaimat Gas Pool and the recoverable 

gas In place under the tracts dedicated to said wells. The 

inclusion of the deliverability factor in the proration formula 

for said pool will result in Increased drainage ln said pool 

not offset by compensating counter drainage. °rders R-1092-A and 

R-l092-C are, therefore, arbitrary, capricious and void. 

8. The issue of waste i s not Involved in this case. 

9. In the absence of an issue of waste, and the absence of 

any showing before the Commission of a change of condition upon 

which such action might be predicated, the Commission was without 
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authority or jurisdiction to modify the proration formula in the 

Jaimat Gas Pool, which was promulgated by Order R-520. 

10. The loss of income sustained by Petitioners and other 

operators in the Jaimat Gas Pool as a result of Order R-1092-A, 

as reaffirmed by Order R-1G92-C, constitutes a taking of their 

property without due process of law, contrary to the provisions 

of the Constitution of the State of New Mexico, the United States 

of America, and said Order i s , therefore, void. 

11. Order No. R-1092-A, as reaffirmed by Order R-1092-C, l s 

so vague and indefinite as to be invalid and void for the reason 

that i t f a i l s to provide for the manner in which the calculated 

deliverability of wells will be determined, and, hence, i t i s 

impossible for the owners of wells in said pool to determine 

from said Order i t s Impact upon them and their property. 

12. In the alternative, and only In the event that the 

Court shall refuse the proceeding requested conclusion, Order 

R-1092-A, as reaffirmed by Order R-1092-C, i s so vague, indefinite 

and uncertain as to be invalid and void in that the fluctuation 

of calculated deliverabilities of wells in the Jaimat Gas Pool 

which has actually occurred under said Order and the subsequent 

memorandum issued by the Commission can have no possible relation 

to fluctuations in the recoverable gas in place. This results in 

a redistribution of the ownership of the gas in place ln the 

Jaimat Gas Pool on an illegal arbitrary and capricious basis 

and without due process of law in violation of State and Federal 

Constitutions. 
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13. Order R-1092-A is invalid and void for the reason that 

i t does not constitute a reasonable basis for the proration of 

production of natural gas in the Jaimat Gas Pool inasmuch as 

i t gives major effect to a factor which is completely erratic 

and unpredictable and which facotr has no relation to the 

recoverable gas in place due to its susceptability to influence 

from factors other than recoverable gas in place. 

14. Under the Statutes of New Mexico the Commission must 

allocate allowable production "upon a reasonable basis and 

recognizing correlative rights". Any allocation formula adopted, 

therefore, must result in affording, so far as i t is practical 

to do so, to the owner of each property in the pool the oppor­

tunity to produce, without waste, his just and equitable share 

of the gas in the pool. This is defined as an amount so far as 

can be practically determined, and so far as can be practically 

obtained without waste, substantially in the proportion that the 

quantity of recoverable gas under such property bears to the 

total recoverable gas in the pool. An acreage proration formula 

for the Jaimat pool having been established originally, a finding 

that a proposed modification of the formula would result In 

affording a greater opportunity to produce his just and equitable 

share of the gas in the pool, as defined by the statute, ls an 

essential prerequisite of any change in the formula. No such 

finding was made and no evidence was presented in this case which 
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would support such a finding inasmuch as no evidence was offered 

by Respondents as to the recoverable gas in place under the tracts 

of the respective owners. There was, therefore, no evidence as 

to the effect of the proposed formula upon the right of each 

owner in the pool to produce the amount of gas, which the 

statute defines as his correlative right In the pool, and no 

evidence which would support a change in the formula. 

15. Judgment should be entered declaring Orders R-1092-A 

and R-1092-C to be void, and vacating and setting them aside. 

Respectfully submitted, 

HERVEY, DOW & HINKLE 

KELLAHIN & FOX 

ATWOOD & MALONE 

By: /g/ Ross L. Malone 
Attorneys for Petitioners 
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AND, THEREAFTER, to-wit: On the X7th day of February 1960, 

there was filed in the office of said Clerk, in said Cause 

No, 16,213, In words and figures as follow, to-wit: 

DECISION OF THE COURT 

The Court makes the following 

Findings of Fact 

1. The Court has jurisdiction of this cause of action and 

of the parties thereto, 

2. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not unreasonable, unlawful, arbitrary, or capricious. 

3. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not vague, Indefinite, or uncertain. 

4. Petitioners had knowledge and information as to the 

meaning of Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C, and the meaning of the term "deliverability" as used 

therein, and said Orders were understandable. 

5. The proration formula based upon 100% acreage was 

established by Oil Conservation Commission Orders No. R-368-A 

and R-369-A and not by Order No. R-520. 

6. Oil Conservation Commission Orders No. R-368-A and 

R-369-A contained findings as follows: 
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"(6) That pending further study and orders, the 
allocation of gas in the Jalco (Langmat) Gas Pool 
should be calculated on the basis of 100 per cent 
acreage * . • . • 

"(7) That an adequate gas well testing procedure 
should be adopted as soon as possible so that 
operators, purchasers and the Commission can determine 
the fairness and feasibility of an allocation factor 
for the pool which employes the factors of deliver­
ability, pressure, or any other factor relating to 
gas well productivity." 

7. There i s a general co-relation between the deliverability 

of gas wells in the Jaimat Gas Pool and the recoverable gas in 

place under the tracts dedicated to said wells, and the inclusion 

of a deliverability factor in the proration formula for the pool 

will therefore result in a more equitable allocation of the gas 

production in said pool than under a formula based upon 100% 

acreage. 

8. The forstula adopted by the Oil Conservation Commission 

in i t s Orders No. R-1092-A and R-1092-C allocates the allowable 

production among the gas wells in the Jaimat Gas Pool delfcering 

to a gas transportation facility upon a reasonable basis, and 

recognizes correlative rights, and insofar as i t i s practicable, 

said Order prevents drainage between producing tracts in the said 

pool which i s not equalized by counter-drainage. 

9. In i t s final determination in this matter the Oil Con­

servation Commission did not consider any improper factors. 

10. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C have not resulted and will not in the future result In 
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any economic waste. 

11. Oil Conservation Commission Orders No. RIO92-A and 

R-1092-C have not caused and will not in the future cause 

underground waste. 

12. The deliverability formula in the Order complained of 

encourages prudent operations and discourages imprudent operations 

and, thus, contributes to prevention of waste and the better 

utilization of gas in the Jaimat Gas Pool than did the 1007. 

acreage formula. 

The Court adopts the following 

Conclusions of Law 

1. The application of Texas Pacific Coal and Oil Company 

In Case No. 1327 before the Oil Conservation Commission did not 

constitute a collateral attack upon any prior order of the Oil 

Conservation Commission. 

2. Neither Orders No. R-368-A, R-369-A, or R-520 entered by 

the Oil Conservation Commission constituted a final determination 

that the allocation of the allowable production from the Jaimat 

Gas Pool should be made on a 100% acreage basis, and the Oil 

Conservation Commission had authority and jurisdiction to modify 

or change the proration formula established by i t s previous orders. 

3. Neither the Texas Pacific Coal and Oil Company nor the 

Oil Conservation Commission was estopped from requesting a 
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change or making a change in the prorationing formula for the 

Jaimat Gas Pool, and the Oil Conservation Commission had authority 

to revise, modify, orchange i t s Orders No. R-368-A, R-369-A, 

or R-520. 

4. The finding of the Oil Conservation Commission in i t s 

Order R-1092-C "that there i s a general co-relation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and the 

recoverable gas in place under the tracts dedicated to said wells" 

i s a proper finding, and provides a basis authorized by the 

Statutes of New Mexico for changing the proration formula for 

allocation of gas production from the Jaimat Gas Pool. 

5. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not unlawful, unreasonable, arbitrary, or capricious. 

6. The Oil Conservation Commission in Case No. 1327 did 

not err by refusing to permit the introduction of testimony with 

reference to property rights allegedly acquired by petitioners 

while No. R-520 was in effect, nor did i t err in refusing to 

permit petitioners to present testimony or proof of communitization 

of properties which had occurred while said Order was in effect. 

7. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C protect correlative rights of owners of properties in 

the Jaimat Gas Pool and tend to prevent waste. 

8. Oil Conservation Commission Orders No. R-1092-A and 

R-1092-C are not vague, indefinite or uncertain. 

3 „iS 
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9. Oil Conservation Commission Orders Ho. R-1G92-A and 

R-1092-C are not confiscatory; do not deprive petitioners of 

their property without due process of law; and do not impair 

vested rights. 

10. Oil Conservation Commission Orders No. R-l092-A and 

R-1092-C are not unreasonable, unlawful, arbitrary or capricious. 

11. Petitioners failed to sustain their burden of proving 

the allegations in their petition for review and therefore the 

petition should be dismissed and Orders No. R-1092-A and R-1092-C 

should be affirmed. 

All requested finds of fact and conclusions of law sub­

mitted by the parties at variance herewith are hereby refused. 

DONE on this the 16th day of February, A. D. 1960. 

/s/ John R. Brand 
District Judge 
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AND, THEREAFTER, to-wit: On the 17th day of February 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

JUDGMENT 

This cause having come on for t r i a l before the Court on 

July 21, 1959, the parties having appeared by their respective 

Counsel, and the Court having considered the entire record of 

proceedings before the Oil Conservation Commission of New Mexico, 

including the transcript of a l l testimony, a l l original exhibits 

admitted or offered at the hearings before said Commission, and 

a l l orders entered by the Commission pertaining to Case No. 1327 

on the docket of said Commission; and the Court having heard 

additional testimony and considered additional exhibits admitted 

in evidence by this Court upon t r i a l of this Cause and having 

heard argument of Counsel; and the Court having filed i t s Findings 

of Fact and Conclusions of Law, i t i s hereby 

ORDERED, ADJUDGED AND DECREED that each of the Petitions for 

Review filed by Petitioners herein be and the same i s hereby 

dismissed, and i t i s hereby 

FURTHER ORDERED, ADJUDGED AND DECREED that Orders No. R-1092-A 

and R-1092-C of the Oil Conservation Commission of New Mexico be 

and they are each hereby in a l l respects fully affirmed. 

/s/ John R. Brand 
District Judge 

Entered this Feb. 16, 1960 



AND, THEREAFTER, to-wit: On the 14th day of March 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

MOTION FOR ALLOWANCE OF APPEAL 

Petitioner In the above cause, by its attorneys, being 

aggrieved, move the Court to enter its order allowing an appeal 

to the Supreme Court of New Mexico from the judgment entered 

herein. 

ATWOOD & MALONE 
Roswell, New Mexico 

By /s/ Ross L. Malone 

HERVEY, DOW, & HINKLE 
Roswell, New Mexico 

By /s/ Howard C. Bratton 

KELLAHIN 6c FOX 
Santa Fe, New Mexico 

By /s/ Jason W. Kellahin 

Attorneys for Petitioner 
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AND, THEREAFTER, to-wit: On the 14th day of March 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

ORDER ALLOWING APPEAL 

This matter coming regularly before the Court upon the 

motion of the petitioner, by its attorneys, 

It i s , therefore, ORDERED that the petitioner herein be, 

and i t is hereby, granted an appeal to the Supreme Court of New 

Mexico from the judgment heretofore entered in this cause. 

/s/ John R. Brand 
District Judge 
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AND, THEREAFTER, to-wit: On the 14th day of March 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: 

NOTICE OF APPEAL 

TO: Oliver E. Payne 
Oil Conservation Commission of New Mexico 
Box 871 
Santa Fe, New Mexico 

Jack M. Campbell 
Campbell & Russell 
Box 721 
Roswell, New Mexico 

Ray C. Cowan 
P. 0. Box 1526 
Hobbs, New Mexico 

Robert W. Ward 
201 N. Love 
Lovington, New Mexico 

Manuel Sanchez 
Batts Building 
Santa Fe, New Mexico 

Notice i s hereby given pursuant to applicable rule of the 

Supreme Court of New Mexico that an order has been entered in 

the District Court in this cause allowing an appeal in the above 

entitled matter to said Supreme Court by the Petitioner herein. 

KELLAHIN & FOX ATWOOD & MALONE 
Santa Fe, New Mexico Roswell, New Mexico 

By /a/ Jason W. Kellahin By /s/ Ross L. Malone 

HERVEY, DOW & HINKLE 
Roswell, New Mexico 

ATTORNEYS FOR PETITIONER 
By in/ Howard Bratton 
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AND, THEREAFTER, to-wit: On the 14th day of March 1960, 

there was filed In the office of said Clerk, In said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

CERTIFICATE 

The undersigned clerk and reporter of the above Court hereby 

respectively certify that satisfactory arrangements have been 

made by petitioner, above named, with the undersigned for payment 

of compensation to undersigned by virtue of the pending appeal In 

this cause. 

/s/ W. H. Beauchamp 
Clerk of the Court 

/s/ Clarence v. Johnson 
Court Reporter 
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AND, THEREAFTER, to-wit; On the 22nd day of March 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit; 

PROOF OF SERVICE 

The undersigned, one of the attorneys for Petitioner, 

Continental Oil Company, In fhe above styled and numbered cause 

hereby certifies that on the 21st day of March, 1960, he mailed 

a copy of the Notice of Appeal to the following named counsel for 

Respondents: 

Oliver E. Payne 
Oil Conservation Commission of New Mexico 
Box 871 
Santa Fe, New Mexico 

Jack M. Campbell 
Campbell & Russell 
Box 721 
Roswell, New Mexico 

Ray C. Cowan 
P. 0. Box 1526 
Hobbs, New Mexico 

Robert W. Ward 
201 North Love 
Lovington, New Mexico 

Manuel Sanchez 
Batts Building 
Santa Fe, New Mexico 

HERVEY, DOW & HINKLE KELLAHIN & FOX 
P. 0. Box 547 P. 0. Box 1713 
Roswell, New Mexico Santa Fe, New Mexico 

ATWOOD & MALONE 

By /s/ E. Kirk Newman 
P. 0. Box 867 
Roswell, New Mexico 
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AND, THEREAFTER, to-wit: On the 25th day of March 1960, 

there was f i l e d i n the office of.said Clerk, i n said Cause 

No. 16,213, i n words and figures as follow, to-wit: a 

MOTION FOR ALLOWANCE OF CROSS-APPEAL 

Comes now Respondent Oil Conservation Commission of New 

Mexico i n the above-captioned cause and moves the court for an 

order granting i t a cross-appeal to the Supreme Court of New 

Mexico from the f i n a l judgment made and entered of record i n 

said cause on the 17th day of February, 1960, for the reason 

that the Respondent Oil Conservation Commission of New Mexico 

was not permitted to actively participate i n the t r i a l of such 

cause and was thereby aggrieved. 

OLIVER E. PAYNE 
Special Assistant Attorney General 
P. 0. Box 871, Santa Fe, New Mexico 
Attorney for Respondent 
Oil Conservation Commission 

s/ Oliver E. Payne 
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AND, THEREAFTER, to-wit: On the 25th day of March 1960, 

there was filed in the office of said Clerk, in said Cause 

Ho. 16,213, in words and figures as follow, to-wit: an 

ORDER GRANTING CROSS-APPEAL 

Upon motion of the Respondent Oil Conservation Commission 

of New Mexico for an order allowing i t a cross-appeal to the 

Supreme Court of the State of New Mexico from the final judgment 

made and entered of record in the above-styled and numbered cause 

on February 17, 1960, 

IT IS ORDERED that the Respondent Oil Conservation Commission 

of New Mexico be, and i t i s hereby, granted a cross-appeal to 

the Supreme Court of New Mexico from said final judgment. 

Dated th3s 25 day of March, 1960. 

/a/ John R. Brand 
District Judge 

Fifth Judicial District 
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AND, THEREAFTER, to-wit: On the 28th day of March, 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213, in words and figures as follow, to-wit: a 

NOTICE OF ALLOWANCE OF CROSS-APPEAL 

TO: 

Jason Kellahin Ross L. Malone Howard Rratton 
Kellahin & Fox Atwood & Malone Hervey, Dow & Hinkle 
Attorneys at Law Attorneys at Law Attorneys at Law 
Santa Fe, New Mexico Roswell, New Mexico Roswell, New Mexico 

You are hereby notified and advised that a Motion for 
Allowance of Cross-Appeal from the final judgment made and 

entered in the above-styled and numbered cause on the 17th day 

of February, 1960, was filed on the 25th day of March, 1960, and 

on said date an order granting a cross-appeal to Respondent 

Oil Conservation Commission of New Mexico was made and filed. 

Enclosed with this Notice of Allowance of Cross-appeal is 

a copy of the Motion for Allowance of Cross-appeal and a copy of 

the Order Granting the Cross-Appeal. 

OLIVER E. PAYNE 
Special Assistant Attorney General 
P. 0. Box 871, Santa Fe, New Mexico 
Attorney for Respondent 
OIL CONSERVATION COMMISSION 

S/ Oliver E. Payne 
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I hereby certify that on the 25th day of March, 1960, I 

mailed a true copy of the Notice of Allowance of Cross-Appeal to 

resident opposing counsel of record. Enclosed therewith was a 

copy of the Motion for Allowance of Cross-Appeal and the Order 

Granting the Cross-Appeal. 

s/ Oliver E. Payne 
Special Assistant Attorney General 
Attorney for Respondent Oil 
Conservation Commission 
P. 0. Box 871, Santa Fe, New Mexico 
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AND, THEREAFTER, to-wit: On the 12th day of April 1960, 

there was filed in the office of said Clerk, in said Cause 

No. 16,213 (and in Causes No. 16,214, 16,215, 16,217, 16,218, 

16,219 and 16,220), in words and figures as follow, to-wit: a 

STIPULATION 

Whereas, petitioners have heretofore filed their motion 

for appeal and the Court having entered I t s order allowing an 

appeal to the Supreme Court of New Mexico from the judgment entered 

in each of the above captioned causes, and 

Whereas, said causes were consolidated for t r i a l In the 

District Court under style and designation of "Continental Oil 

Company, et a l . , Petitioners, vs. Oil Conservation Commission of 

New Mexico, et al . , Respondents, No. 16213 through No. 16220, 

Inclusive; consoldiated under No. 16213," heard on a common 

record, and a consolidated judgment entered therein, and 

Whereas said causes present Identical questions for review 

in the Supreme Court, 

Now, therefore, the undersigned attorneys of record for 

the respective parties hereto, hereby stipulate and agree that 

said appeals may be consolidated for a l l purposes, and that said 

appeals by petitioners may be heard and determined upon a single 

transcript and record, and; 

I t l s further stipulated and agreed that the original 

1 fTfl 
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transcript only of the hearing before the Oil Conservation 

Commission of New Mexico, with exhibits and attachments thereto, 

in the application of Texas Pacific Coal and Oil Company for an 

order amending the pool rules of the Jaimat Gas Pool, Lea County, 

New Mexico, heard as Case No, 1327 on the docket of said Commission, 

which transcript of proceedings was received in evidence as an 

exhibit in the District Court in and for the County of Lea, State 

of New Mexico, Dockets Nos. 16213 through 16220, inclusive, 

consolidated under No. 16213, shall be considered by the Court 

as i f the same had been included in the transcript, b i l l of 

exceptions and record, as prepared and certified by the Clerk 

of the Court, relating to the appeal herein now pending, and 

I t i s further stipulated and agreed that original exhibits 

offered and received in evidence at the t r i a l of causes Nos. 

16213 through 16220, Inclusive, consolidated under Cause No. 

16213, in the District Court, are of such character they cannot 

be transferred into the record and that the originals only of 

said exhibits shall be sent, with the proper certificate attached, 

to the Supreme Court of New Mexico, and that the same beconsidered 

a part of the transcript, b i l l of exceptions and record as 

prepared and certified by the clerk of the court, relating to 

the appeal herein now pending. 

ATWOOD & MALONE 
HERVEY, DOW 6t HINKLE 
KELLAHIN & FOX 

By /s/ Jason W. Kellahin 
Attorneys for Petitioners 



/s/ Oliver E« Payne 
OLIVER E. PAYNE, Attorney for 
Respondent Oil Conservation 
Commission of New Hexico 

rs/ Manuel A. Sanchez 
KANUEL A. SANCHEZ, Attorney for 
Respondent Southern Union Gas Company 

CAMPBELL & RUSSELL 

By I si Jack M. Campbell 
Attorneys for Respondent 
Texas Pacific Coal & Oil Company 

COWAN & LEACH 

By /s/ Ray C. Cowan 
Attorneys for Respondent 
El Paso Natural Gas Company 

/s/ Robert W« Ward 
ROBERT W. WARD, Attorney for 
Respondent Permian Basin Pipeline 
Company 
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AND, THEREAFTER, to-wit: On the 12th day of April I960, 

there was f i l e d i n the office of said Clerk, i n said Cause No. 

16,213, (and i n Causes Nos. 16,214, 16,215, 16,217, 16,218, 

16,219 and 16,220), i n words and figures as follow, to-wit: an 

ORDER 

This matter coming on regularly to be heard on the 

stipulation of counsel for consoldiatlon of the appeals and 

preparation of the record herein, and the Court being f u l l y 

advised, and good cause appearing therefor. 

NOW, THEREFORE, i t is ORDERED that Causes Nos. 16213, 16214, 

16215, 16217, 16218, 16219, 16220 on the docket of this Court be, 

and the same hereby are consolidated for a l l purposes, and 

Permission i s hereby granted to prepare and submit a single 

transcript and record i n said consolidated cause and, 

Permission i s further granted to submit the original tran­

script only of the hearing before the Oil Conservation Commission 

of New Mexico, with exhibits and attachments thereto, i n the 

Application of Texas Pacific Coal & Oil Company for an order 

amending the pool rules of the Jaimat Gas Pool, Lea County, New 

Mexico, heard as Case No. 1327 on the docket of said Commission, 

which transcript of proceedings was received i n evidence as an 

exhibit i n this Court, Docket Nos. 16213 through 16220, inclusive, 

consolidated under No. 16213, and the same shall be considered as 

x '• 
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i f the same had been included in the transcript, b i l l of 

exceptions and record as prepared and certified by the Clerk of 

the court, relating to the appeals pending herein, and 

Permission i s further granted that the original exhibits 

offered and received in evidence at the t r i a l of Causes Nos. 

16213 through 16220, inclusive, consolidated under Docket No. 

16213 in the District Court shall be certified in the original 

only, and that the same be considered a part of the transcript, 

b i l l of exceptions and record as prepared and certified by the 

clerk of the court relating to the appeals herein now pending. 

John R. Brand 
District Judge 
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AND, THEREAFTER, Co-wit: On the 12th day of April 1960, 

there was filed in the office of said Clerk, in said Cause No. 

16,213 (and in Causes No. 16214, 16215, 16217, 16218, 16219, 16220), 

in words and figures as follow, to-wit: a 

P R A E C I P E 

TO: Clerk of the District Court 
Lea County 
Lovington, New Mexico 

Court Reporter 
Lea County 
District Court, Div. 3 
Lovington, New Mexico 

Please prepare, in triplicate except as hereinafter stated, 

for use in an appeal of this cause, the following: 

1. Complete record proper, excepting only summons and sub­

poenas, and returns thereon in Causes Nos. 16213, 16214, 16215, 

16217, 16218, 16219, and 16220, and 

2. Complete transcript of testimony and proceedings of 

the t r i a l of the above causes Nos. 16213, 16214, 16215, 16217, 

1621$, 16219, and 16220, consolidated under No. 16213, together 

with a l l exhibits, objections by counsel, and rulings by the 

Court and letter from Court to Counsel dated July 27, 1959, and 

any proceedings which may hereafter occur in said causes to be 

included in the B i l l of Exceptions. 

3. Transcript of the hearing before the Oil Conservation 
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Commission of New Mexico, with exhibits, and attachements thereto, 

certified to the Court by the Oil Conservation Commission of 

New Mexico, and received In evidence, in the original only, 

however, pursuant to stipulation and order heretofore entered, 

to be included in the B i l l of Exceptions. 

The foregoing i s deemed a complete record necessary for a 

review of the subject cause. 

Respectfully submitted, 

ATWOOD & MALONE 
HERVEY, DOW & HINKLE 
KELLAHIN & FOX 

By / » / Howard Bratton 
Attorneys for Petitioners 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 21st day of A p r i l 1960, 

there was f i l e d i n the office of said Clerk, i n said Cause 

No. 16,213 (consolidated for t r i a l with Causes, 16,214, 16,2155, 

16,217, 16218, 16,219 and 16,220), i n words and figures as follow, 

to-wit: 

POINT RELIED UPON BY CROSS-APPELLANT 

Comes now Respondent Oil Conservation Commission of New 

Mexico i n the above-styled and numbered causes and, i n order to 

preclude the p o s s i b i l i t y of any waiver of rights under Rule 17 (2) 

of the Supreme Court Rules as related to Rule 12 (4) of the 

Supreme Court Rules, set fo r t h the following point which Is 

relied upon i n i t s cross-appeal: 

The t r i a l court erred i n ruling that the Oil Conservation 
Commission was not a proper adversary party and thuscould 
not actively participate i n the t r i a l of this cause, 
inasmuch as the Oil Conservation Commission was the only 
party specifically representing the public interest. 

Respectfully submitted, 

OLIVER E. PAYNE 
Special Assistant Attorney General 
P. 0, Box 871, Santa Fe, New Mexico 
Attorney for Respondent 
Oil Conservation Commission 

s/ Oliver E. Payne 

(Service of pleading 
c e r t i f i e d to.) 
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AND BE IT FURTHER REMEMBERED, That on the 13th day of May, 

1958, there was filed In the office of the Clerk of the District 

Court of the Fifth Judicial District of the State of New Mexico, 

within and for the County of Lea, in Cause No. 16214 on the 

Civil Docket of said Court, wherein AMERADA PETROLEUM CORPORATION, 

a Corporation, i s Petitioner, and concerning the same Orders of 

The Oil Conservation Commission of the State of New Mexico referred 

to in District Court Cause No. 16213, in words and figures as 

follow, to-wit; a 

PETITION FOR REVIEW OF ACTION 
OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO 

Comes now Amerada Petroleum Corporation, hereinafter called 

petitioner, and petitions the Court for review of the action of 

the Oil Conservation Commission of the State of New Mexico in 

Case No. 1327 on the Commission's docket, and Orders No. R-1092-A 

and No. R-1092-C entered therein, and states: 

1. Petitioner i s a corporation organized and existing by 

authority of law and duly admitted to do business In the State 

of New Mexico, and i s the owner and operator of natural gas wells 

and interests in gas wells situate within the exterior boundaries 

of the Jaimat Gas Pool, located In Lea County, New Mexico; 

respondent Oil Conservation Commission of New Mexico i s a statutory 

body created and existing under the provisions of the laws of 

the State of New Mexico, composed of the members named in the 
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caption hereof, and vested with jurisdiction over a l l matters 

relating to the conservation of o i l and gas In the State of New 

Mexico, the prevention of waste, and the enforecement of the 

Conservation Act of the State of New Mexico, being Chapter 65, 

Article 3, New Mexico Statutes Annotated, 1953 Compilation, as 

amended; Respondent Texas Pacific Coal & Oil Company i s a 

foreign corporation admitted to do business in the State of New 

Mexico; respondent El Paso Natural Gas Company Is a foreign 

corporation admitted to do business in the State of New Mexico; 

respondent Southern Union Gas Company is a foreign corporation 

admitted to do business In the State of New Mexico; respondent 

Permian Basin Pipeline Company Is a foreign corporation admitted 

to do business in the State of New Mexico. 

2. On the 29th day of January, 1958, the Oil Conservation 

Commission of New Mexico entered I t s Order No. R-1092-A in 

Case No. 1327 on the docket of said Commission, changing the 

existing gas proration formula applicable to wells in the Jaimat 

Gas Pool, which existing formula had been promulgated by Order 

No. R-520 of the Oil Conservation Commission, entered in i t s 

Case No. 673 on August 12, 1954. 

3. Petitioner was a party to Case No. 1327 and was affected 

by Order No. R-1092-A entered therein. Petitioner duly filed 

an application for rehearing directed to said Order No. R-1092-A, 

and after rehearing the Oil Conservation Commission, on the 25th 
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day of April, 1958, entered its Order No. R-1092-C, reaffirming 

and refusing to modify the provisions of Order No. R-1G92-A. 

Petitioner was affected by and dissatisfied with the disposition 

of Its application for rehearing and with the provisions of 

Order No. R-1092-C, and by this proceeding seeks review as 

provided by law of Case No. 1327 and Orders Nos. R-1092-A and 

R-1C92-C entered therein by the Commission. 

4. The nature of the proceeding before the Oil Conservation 

Commission of New Mexico is briefly as follows: 

(a) The Jaimat Gas Pool is a pool defined and delineated 

by the Oil Conservation Commission, and is located in Lea County, 

New Mexico. The Commission, on August 12, 1954, after extended 

hearings, entered its Order No. R-520, which order Instituted 

gas prorationing In the Jaimat Gas Pool, said Order No. R-520 

having been entered in Case No. 673 on the Commission's docket. 

Said Order provided for allocation of the allowable gas production 

among the various wells in the pool on the basis of 100 per cent 

of the acreage dedicated to each Individual well. All owners 

and operators and person Interested were afforded an opportunity 

to be heard in Case 673. No appeal was taken from Order No. R-520, 

which order became effective January 1, 1955, and remained in 

full force and effect until the action of the Commission com­

plained of herein. A copy of said Order No. R-520 marked as 

Exhibit A, is filed with the Clerk of the District Court of Lea 

County simultaneously with the filing of this petition for review 

14 n 
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and by reference is incorporated herein. Copies of said Order 

are in the possession of, or available to, a l l parties to this 

proceeding. 

(b) In the year 1957 Texas Pacific Coal & Oil Company 

filed its application with the Commission seeking an order 

immediately terminating gas prorationing in the Jaimat Gas Pool, 

or in the alternative, for an order cancelling a l l accumulated 

underproduction with redistribution of allowables, and establish­

ment of a new proration formula containing deliverability as a 

factor. A copy of said application is attached hereto, marked 

Exhibit B, and made a part hereof. 

(c) The application of Texas Pacific Coal & Oil 

Company was heard as Commission Case No. 1327. After hearings 

were held, the Commission, on January 29, 1958, entered its 

Order No. R-1092-A, a copy of which is attached hereto, narked 

Exhibit C, and made a part hereof. By terms of said Order No. 

R-1092-A, the Commission denied the application of Texas Pacific 

Coai & Oil Company Insofar as i t sought the termination of 

prorationing in the Jaimat Gas Pool, and cancellation and re­

distribution of allowables in said pool, but i t did change the 

proration formula In said Pool from the formula set forth in 

Order No. R-520 to a formula based upon 25 per cent acreage and 

75 per cent acreage times deliverability. 

(d) On or about February 17, 1958, and within the 

time allowed by law, petitioner filed its application for rehearing 
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on Order No. R-1092-A, a copy of which application i s attached 

hereto, marked Exhibit D, and made a part hereof. The 

Commission granted rehearing in accordance with i t s Order No. 

R-1092-B, copy of which i s attached hereto, marked Exhibit E, 

and made a part hereof. After notice and hearing, the Commission 

on April 25, 1958, entered i t s Order No. R-1092-C, denying the 

relief sought in Petitioner's application for rehearing, and 

reaffirming the provisions of Order No. R-1092-A. A copy of 

said Order No. R-1G92-C is attadied hereto, marked Exhibit F, 

and made a part hereof. 

5. Parties adverse to petitioner In the proceedings before 

the Oil Conservation Commission in Case No. 1327 were Texas 

Pacific Coal & Oil Company, El Paso Natural Gas Company, Permian 

Basin Pipeline Company, and Southern Union Gas Company, each of 

which parties are named as respondents herein. 

6. Petitioner alleges that Orders No. R-1092-A and No. 

R-1092-C are unreasonable, unlawful, arbitrary and capricious, 

and are therefore invalid and void on the following grounds, 

which grounds were raised in Petitioner's application for 

rehearing before the Oil Conservation Commission of New MexicoJ 

(a) The application of Texas Pacific Coal & Oil 

Company in Case No. 1327, to the extent that I t sought the 

Inclusion of a deliverability factor in the proration formula 

of the Jaimat Gas Pool, constituted a collateral attack upon Order 

No. R-520 entered in Case No. 673 before the Commission, and 
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therefore should not have been entertained by the Commission, and 

could not be the basis of a valid order in Case No. 1327 

Insofar as changing of the basis of allocation of allowable 

production from the Jaimat Gas Pool from 100 per cent acreage to 

include a deliverabiity factor in the proration formula i s 

concerned. 

(b) Order No. R-520, entered in Commission Case 

No. 673 constituted a final determination that the allocation of 

the allowable production from the Jaimat Gas Pool should be made 

on a 100 per cent acreage basis. No appeal was taken from the 

final decision of the Cornelssion in Case No. 673, and the appli­

cation in Case No. 1327 did not allege, and the record in said 

case does not show any change of conditions in the Jaimat Gas 

Foci, or that any waste would result from retention of the 100 

per cent acreage allocation formula. On the basis of the appli­

cation and the record, the Commission was without authority or 

Jurisdiction to modify or change the proration formula ordered 

in Case No. 673. 

(c) Texas Pacific Coal & Oil Company, applicant in 

Case No. 1327, was a participant in Case No. 673, and did not 

appeal from the final decision of the Commission set forth in 

Order No. R-520, and said company was estopped to request a 

change in the proration formula for the Jaimat Gas Pool In the 

absence of evidence showing a change in conditions In the pool 

from the time of entry ot Order No. R-520 or evidence showing 
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that waste would result from the retention of the proration 

formula set f o r t h i n said Order No. R-520. No such allegations 

were made and no such evidence was Introduced, and therefore 

the Commission was without authority to revise, modify or change 

Order No. R-520 to provide that the proration formula for the 

Jaimat Gas Pool should contain a d e l i v e r a b i l i t y factor. 

(d) The Oil Conservation Commission i n i t s Finding 

No. 5 i n Order No. R-1092-A, Exhibit C.attached, and i n i t s 

Order No. R-1092-C, Exhibit F attached, found there i s a general 

correlation between the d e l i v e r a b i l i t i e s of the gas wells i n the 

Jaimat Gas Pool and the recoverable gas i n place under the tracts 

dedicated to said wells. Such findings by the Commission are 

contrary to the evidence i n Case No. 1327, and are without 

support i n the evidence introduced before the Commission, and 

are therefore invalid and void. 

(e) Coinruission»s Orders Nos. R-1092-A and R-1092-C 

are invalid i n that even though i t be assumed that i t was proved 

by the evidence: r'That there i s a general correlation between 

the d e l i v e r a b i l i t i e s of the gas wells i n the Jaimat Gas Pool and 

the gas i n place under the tracts dedicated tc said wells," as 

found by the Commission, such a finding provides no basis 

authorized by statute for modification of the pre-existing 

acreage formula for allocation of allowable production of gas 

from the Jaimat Gas Pool. 
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(f) The Commission used as a basis for i t s decision 

in Case No, 1327, insofar as a deliverability factor i s concerned, 

factors which are not contemplated or permitted by the statutes 

of New Hexico for determination of a proration formula. Finding 

No. 6 of the Commission's Order No. R-1092-A found: (1) that 

the inclusion of a deliverability factor in the Jaimat proration 

formula would result in the production of a greater percentage 

of the pool allowable, and (2) that i t would more nearly enable 

various gas purchasers in the pool to meet the market demand for 

gas from said pool. Neither of said considerations provides any 

legal basis upon which the Commission could allocate production 

from the Jaimat Gas Pool under the statutes of New Mexico. The 

consideration of such factors rendered the decision of the 

Commission based thereon invalid and void, 

(g) The uncontradicted evidence before the Commission 

showed that inclusion of a deliverability factor in the proration 

formula would result in economic waste in that i t would require 

the expenditure of large sums of money by this petitioner and 

others in the Jaimat Gas Pool in efforts to increase the 

deliverability of gas wells in order to protect their correlative 

rights, although the ultimate recovery from the various tracts 

would not be appreciably increased therehy, and although efforts 

to increase the deliverabilities of wells in the Jaimat Gas 

Pool could not prevent the violation of correlative rights which 

would result from the inclusion of a deliverability factor in the 
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proration formula, and Orders Nos. R-1092-A and R-1092-C are 

therefore In violation of and contrary to the Commission*s 

statutory duty to prevent waste and protect correlative rights, 

and are therefore invalid and void. 

(h) The evidence before the Commission showed that 

the inclusion of a deliverability factor in the Jaimat Gas Pool 

proration formula would result in underground waste in that 

many wells in the Jaimat Gas Pool have been completed for many 

years, and their condition Is such that the action required of a 

prudent operator under a proration formula containing a deliver­

ability factor would necessarily result in the underground 

waste of natural gas, since efforts to increase the deliverability 

of older wells would result in the loss of some wells. Orders 

Nos. R-1092-A and R-1092-C are in violation of the Commission's 

statutory duty to prevent waste and protect correlative rights, 

and are therefore invalid and void. 

( I ) The uncontradicted evidence before the Oil 

Commisslonshowed that there would be greater drainage across 

adjoining lease lines I f the proration formula were amended to 

include a deliverability factor than there would be under the 

straight acreage formula. Evidence introduced by the applicant 

was directed only to drainage from area to area in the pool, and 

did not contradict the evidence offered by the petitioner and 

other operators that there would be greater drainage across lease 

lines I f the proration formula should be changed to Include a 

deliverability factor. 



143 

( j ) The evidence shows that the inclusion of a deliv­

erability factor in the proration formula as ordered by the 

Commission would result in irreparable Injury to the correlative 

rights of petitioner and would deprive petitioner of i t s 

property without due process of law in that i t would permit the 

production by offset operators of natural gas underlying lands 

owned by, or operated by, petitioner, without affording compen­

sating counter drainage from other adjoining tracts, and would 

prevent petitioner from producing the recoverable gas in place 

in the Jaimat Gas Pool underlying the tracts upon which the 

wells of this petitioner are located. 

7. The orders of the Commission, review of which Is here 

sought, are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are invalid and void for the further reason that 

the Commission refused to permit this petitioner and other 

operators opposing the application in Case No. 1327 to present 

testimony with reference to property rights acquired by and 

during the existence of Order No. R-520 hereinabove referred to. 

In particular the Commission refused to permit this and other 

operators to present evidence as to purchases of producing 

properties and royalties and loans made upon producing properties 

and royalties based upon the proration formula existing under 

Order No. R-520, and likewise refused the opportunity to present 

proof of communitization of properties which had occurred under 

the acreage allocation formula with reference to which this 

petitioner and other parties in comparable positions sustain 
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irreparable injury as the result of the inclusion of a deliver­

ability factor in the proration formula of the Jaimat Gas Pool. 

8. Order Nos. R-1092-A and R-1092-C, insofar as they 

purport to institute a deliverability factor in the proration 

formula for the Jaimat Gas Pool, are so vague, indefinite and 

uncertain that this petitioner Is without any means of determin­

ing the meaning thereof, and i s not advised of his rights there­

under. 

9. This petitioner i s the owner of o i l and gas leases and 

gas wells within the limits of the Jaimat Gas Pool, and i s affected 

by the orders of the Commission review of which are here sought, 

and i s dissatisfied win the disposition of i t s application for 

rehearing, and this Court has jurisdiction of this petition for 

review. 

10. The formula for prorating allowable production set 

forth in Order No. R-1092-A which Introduces a deliverability 

factor in the proration formula Is not a reasonable basis upon 

which to prorate and allocate the allowable gas production from 

the Jaimat Gas Pool in that i t f a i l s to recognize or protect 

correlative rights, contrary to law, and will result in waste, 

and i s therefore unlawful. The 100 per cent acreage factor 

heretofore In effect In said pool better protects the correlative 

rights of the owners in the pool and the prevention of waste, as 

required by law. 
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WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 65-3-22, New Mexico Statutes Annotated, 

1953 Compilation, that: 

1. Notice of this Petition for Review be served in the 

manner provided for the service of summons in c i v i l proceedings 

upon the Oil Conservation Commission, upon Texas Pacific Coal 

& Oil Company, and upon the parties who entered appearances in 

support of the application of Texas Pacific Coal & Oil Company, 

being El Paso ^atural Gas Company, Permian Basin Pipeline Company, 

and Southern Union Gas Company. 

2. This Petition be set for t r i a l in the manner provided 

and with a l l the rights accorded by law, and that this Court 

review the action of the Oil Conservation Commission herein 

complained of. 

3. This Court try this action de novo, as provided by law, 

and determine the issues of fact and law presented herein. 

4. This Court enter its order vacating and setting aside 

Orders Nos. R-1092-A and R-1092-C of the Commission hereinabove 

referred to, and enter in lieu thereof i t s order affirming and 

making permanent Commission's Order No. R-520 of the Oil 

Conservation Commission. 

5. This Court enter such other or further order or orders 

modifying or in lieu of Orders Nos. R-1C92-A and R-1092-C as 

this court may determine to be proper. 
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6. That Petitioner have such other and further relief as 

may be proper* 

Respectfully submitted, 

AMERADA PETROLEUM CORPORATION 

John S. Killer 
P. 0. Box 2040 
Tulsa, Oklahoma 

KELLAHIN & FOX 
P. 0. B o x 1713 
54% East San Francisco 
Santa Fe, New Mexico 

By /s/ Jason W. Kellahin 
Jason W. Kellahin 

Attorneys for Petitioner, Amerada 
Petroleum Corporation 
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BEFORE THE OIL CONSERVATION COMMISSION 
STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO FOR THE 
PURPOSE OF CONSIDERING J CASE NO. 1327 

Order No. R-1092-A 
APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

APPLICATION FOR REHEARING 

Comes Now Amerada Petroleum Corporation, a corporation, and 

states to the Commission. 

1. This Applicant Is a corporation owning and operating 

oi l and gas leases and gas wells within the limits of the Jaimat 

Gas Pool In Lea County, New Mexico. 

2. Applicant participated in and presented testimony to 

the Commission in hearings on the Application of Texas Pacific 

Coal & Oil Company in the above styled and numbered case and as 

an Operator in the Jalmat Gas Pool was affected by Order No. 

R-1092-A entered by the Commission under date of January 29, 1958. 

3. Applicant believe and therefore alleges that Order No. 

R-1092-A aforesaid was erroneous, Illegal and Is invalid and by 

reason thereof a rehearing i s requested in respect to that portion 

EXHIBIT »D» 
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of said Order which provides that effective July 1, 1958, a 

deliverability factor shall be included In the gas proration 

formula of the Jaimat Pool and the succeeding portions of said 

Order carrying into effect the decision of the Commission that 

deliverability shall be included in the proration formula subse­

quent to July 1, 1958, and as grounds therefor states: 

(a) The Application of Texas Pacific Coal 6c Oil 

Company in Case No, 1327, to the extent that i t sought the inclu­

sion of a deliverability factor in the proration formula of the 

Jaimat Gas Pool, constituted a collateral attack upon Order No. 

R-520 in Case No. 673 of this Commission, entered on the 12th 

day of August, 1954, and therefore should not have been entertained 

by the Commission and cannot be made the basis of a valid Order 

in Case No. 1327 insofar as the inclusion of deliverability in 

the proration formula is concerned, 

(b) The evidence introduced in this proceeding provides 

no basis upon which a valid order could be entered by the 

Commission changing the basis for the allocation of production 

from the Jaimat Gas Pool from a 100% acreage basis fo the basis 

as provided in Order No. R-1092-A of the Commission for the 

reason that Order No. R-520 entered by this Commission in Case 

No, 673 constituted a final determination that deliverability 

should not be included in the proration formula of the Jaimat 

Gas Pool, Texas Pacific Coal & Oil Company was a party to Case 

(Exhibit ttnn) 
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No. 673 and supported the Inclusion of deliverability in the 

proration formula, which request was considered by the Commission, 

and Order No* R-520 was entered denying the request of said 

Texas Pacific Coal & Oil Company for the inclusion of deliver­

ability in said formula. No appeal was taken by Texas Pacific 

Coal & Oil Company from the final decision of the Commission 

so ordered. On the basis of the record ln this case, the Com­

mission i s without authority to modify or change the decision 

so reached in Case.No. 673. 

(c) The inclusion of deliverability in the Jaimat 

Gas proration formula as ordered by wrder No. R-1092-A l s 

predicated on a finding by this Commission "that the applicant 

has proved that there i s a general correlation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and 

the gas tn place under the tracts dedicated to said wells." 

Applicant respectfully alleges that this finding of the Commission 

is contrary to and wholly without support in the evidence and i s 

therefore invalid and void. In further support of the grounds 

here alleged, Applicant attaches hereto as Exhibit "A" a vertical 

bar graph depicting the relationship between the recoverable gas 

In place under the 58 tracts, which were the subject of testimony 

and exhibits presented by this applicant and other operators before 

the Commission on December 9, 1957, and the deliverabilities 

of the gas wells located on said tracts. Said exhibit i s based 

(Exhibit "D") 

--! f .4* 
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upon the testimony In the record in this case and clearly 

demonstrates the total absence of correlation between the 

deliverabilities of gas wells in the Jaimat Gas Pool and gas in 

place under the tracts dedicated to said wells. If afforded an 

opportunity to do so, Applicant will present further evidence 

in this regard but asserts that on the evidence heard by the 

Commission I t is clearly shown that no such correlation exists. 

(d) The order of the Commission is invalid in that 

even though I t be assumed that as found by the Commission i t has 

been proved that "there is a general correlation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and the 

gas in place under the tracts dedicated to said wells" said 

finding provides no basis authorized by the statutes of New 

Mexico for modification of the pre-existing acreage formula for 

proration of gas produced from said pool. 

(e) That the Cotamission has considered factors not 

permitted by the statutes of New Mexico in arriving at its de­

cision which was the basis of Order No. E-1092-A. I t is apparent 

that said Order was predicated in part upon (1) a finding that 

the Inclusion of a deliverability factor In the Jaimat proration 

formula would result in the production of a greater percentage 

of the pool allowable and (2) that it would more nearly enable 

various gas purchasers to meet the market demand for gas in the 

Jaimat Gas Pool. Neither of said considerations provides any 

legal basis for the allocation of production under the statutes 

(Exhibit »D") 
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of New Mexico, 

(f) The Order of the Commission results in economic 

waste in that i t will require the expenditure of an excess of 

$30,000.00 by this Applicant to increase the deliverability of 

its gas wells in an effort to protect its correlative rights, 

although the ultimate recovery from the tracts operated by this 

applicant will not be appreciably increased thereby. 

(g) The Order of the Commission will result in under­

ground waste in that many of the wells in the Jaimat Gas Pool 

have been completed for some ten to twenty years and their 

condition ls such that the action required of a prudent operator 

under the Order of the Commission will necessarily result in the 

underground waste of natural gas and the abuse of correlative 

rights of the owners of many of said wells, 

(h) The Order of the Commission is invalid in that the 

Commission would have authority to change its existing proration 

order for the Jaimat Gas Pool only upon the proof by the 

Applicant in this case, by a preponderance of the evidence, 

either that waste would be reduced or eliminated or that 

correlative rights of the owners in the Jaimat Pool would be 

protected to a greater degree by the inclusion of deliverability 

in said proration formula» the burden of proof so assumed by 

Texas Pacific Coal & Oil Company was not discharged by Applicant. 

(i) Order No. R-1G92-A results in Irreparable injury 

(Exhibit «DK) 



to the correlative rights of this Applicant and deprives this 

Applicant of i t s property without due process of law in that i t 

will permit production by offset operators of natural gas under­

lying the tracts owned by this Applicant without affording 

compensating counter-drainage from other adjoining tracts, and 

will prevent this Applicant from producing the recoverable gas 

in place in the Jaimat pool underlying the tract upon which 

the wells of Applicant are located. 

( j ) That Order No. R-1G92-A discriminates against, 

and confiscates the vested property rights of, this Applicant 

who In good faith, and in reliance to Order No. 520, incurred 

costs to recomplete and to rework weIs in the Jaimat Pool on 

the basis of the acreage proration formula provided for in 

Order No. R-520. 

WHEREFORE, Applicant respectfully prays the Commission that 

a rehearing be granted in the above styled and numbered case 

as to that portion of the Order and Decision of the Commission 

providing for the inclusion of a deliverability factor in the 

allocation formula of the Jaimat Gas Pool subsequent to July 1, 

1958. 

AMERADA PETROLEUM CORPORATION 

By /s/ H. D. Bushnell m 

H. D. Bushnell 
Attorney for Applicant 

(For Exhibit referred 
to above, see 
Page 36 , Volume I.) 

(Exhibit "D") 

J5? 
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AND, THEREAFTER, to-wit: On the 12th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,214, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4(a), 

4(b), 4(c), 4(d), 5 and 9. 

2. I t denies the genral allegations of paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are therefore invalid and void." 

3. I t denies the allegations of Paragraph 6(a) through 

6( j ) , together with a l l legal conclusions stated therein. 

4. I t denies the allegation in Paragraph 7 that the Orders 

complained of are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are invalid and void. I t admits that the 

testimony referred to in Paragraph 7 was excluded, but in this 

connection states that said testimony i s neither relevant nor 

material to the issues before the Commission in Case No. 1327. 

5. I t denies the allegations of Paragraphs 8 and 10. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 
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be affirmed. 

3. That the Court enter such Order, or further Orders, 

as i t may determine to be proper. 

/,»/ William J. Cooley 

fa/ Oliver £. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New 
Hexico 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 13th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,214, in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and hereby 

adopts the Response herein filed on behalf of the Oil Conservation 

Commission of New Hexico as its Response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /s/ Jack M. Campbell 
Campbell & Russell 
P. 0. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 



157 

AND, THEREAFTER, to-wit; On the 16th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,214, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

Civil Procedure, and hereby adopts the Response herein filed on 

behalf of the respondent Oil Conservation Commission of New 

Mexico as its response, in tlie same manner and to the same extent 

as though each paragraph thereof was herein fully set out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt Building, Dallas, Texas 
MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By /s/ Manuel A. Sanchez 

Attorneys for the above named respondent 

(Service of Pleading 
certified to.) 



AND, THEREAFTER, to-wit; On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,214, 

in words and figures as follow, to-wit: a 

Comes now Respondent, El Paso Natural Gas Company, a 

Delaware corporation, and for Its response to the Petition for 

Review herein, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4(a), 

4(b), 4(c), 4(d), 5 and 9. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are therefore invalid and void1'. 

3. I t denies the allegations of Paragraph 6(a) through 6(j), 

together with a l l legal conclusions stated therein. 

4. I t denies the allegations of Paragraphs 7, 8, and 10. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 

RESPONSE TO PETITION FOR REVIEW 

COWAN & LEACH 
Hobbs, New Mexico 

El Paso Natural Gas Company 

(Sendee certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause Ho. 16,214, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby 

adopts the response herein filed on behalf of the Oil Conserva­

tion Commission of New Mexico as its response in the same manner 

and to the same extent as though each paragraph thereof was 

herein fully set out. 

PERMIAN BASIN PIPELINE COMPANY, 
Respondent 

By /s/ Bpbert W. Hard 
Attorney for Respondent 

Robert W. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson Roach 
Patrick J. McCarthy 
2223 Bodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent 

(Service of Pleading 
certified to.) 



AND, THLKJyiFTUl, to-wit! On th« dates set forth below, 

there was f i l e d in the office of said Clerk, in said Cause 

No. 16,214, instruments identical in words and figures to those 

fi l e d In Cause No. lb,213 as follow, tc-wit: 

Set *orth 
in Vol. I 

Instrument *)ace Filed Page 

Motion for Pre-Trial Conference July 3, 1958 48 

Minutes - Pre-Trial Conference Sept. 9, 1958 50 

Petitioners' Offer of rroor Sept. 15, 1958 65 

Statement of the Case Sept. 23, 1958 7C 

Petitioners 1 Supplemental offei 

of Proof Sept. 23, 1958 80 

Motion June 12, 1959 82 

Order June 12, 1959 83 

Stipulation June 26, 1959 85 

Respondents' Offer of Proof June 26, 1959 86 

Requested Findings of Fact and 
Conclusions of Law Aug. 21, 1959 89 

Motion iug. 27, 1959 94 

Order aug. 27, 1959 95 

Certificate *oig. 28, 1959 96 

Motion rtug. 31, 1959 97 

Order Aug. 31, 1959 98 

Certificate Sept. 3, 1959 c9 

Requested Findings of Fact and 
Conclusions of Law of Petitioners 
Continental Oil Company, et a l . Jan. 18, 1960 100 



Instrument Date Filed 

Set Forth 
In Vol. I 

Decision of the Court Feb. 17, 1960 115 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 121 

Order Allowing Appeal Mar, 14, 1960 122 

Notice of Appeal Mar, 14, I960 123 

Certificate Mar. 14, 1960 124 

Froof of Service Mar. 22, 1960 125 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 126 

Order Granting Cross-Appeal Mar, 25, 1960 127 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 128 

Stipulation Apr. 12. 1960 130 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, 1960 135 

Point Relied Upon by Cross-Appellant Apr. 21, 1960 137 

-165 
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AND, BE IT REMEMBERED, That on the 13th day of Hay, 1958, 

there was filed in the office of said Clerk of the District Court 

of the Fifth Judicial District of the State of New Mexico, 

within and for the County of Lea, in Cause No. 16215 on the 

Civil Docket of said Court, wherein PAN AMERICAN PETROLEUM 

CORPORATION, a Corporation, i s Petitioner, and concerning the 

same Orders of The Oil Conservation Commission of the State of 

New Mexico referred to in District Court Cause No. 16213 herein 

set forth, in words and figures as follow, to-wit: a 

PETITION FOR REVIEW 

COMES NOW Pan American Petroleum Corporation, herein re­

ferred to as "Petitioner", and respectfully states to the Court: 

1. Petitioner i s a corporation organized under the laws 

of the State of Delaware and duly admitted to do business In 

the State of New Mexico. Petitioner i s the owner and operator 

of o i l and gas properties and gas wells situate within the 

exterior boundaries of the Jaimat Gas Pool located In Lea County, 

New Mexico. 

2. On January 29, 1958, the Oil Conservation Commission 

of New Mexico entered i t s Order No. is-1092-A in Case No. 1327 

on the docket of said Commission. By the provisions of said 

Order, the gas proration formula theretofore applicable to the 

Jaimat Gas Pool, under which allocation of allowable was made on 

i i : f * 



a 100% acreage basis, was changed to include deliverability as 

a factor in the allocation of production as between the wells 

in said gas pool. The proration formula theretofore existing 

had been promulgated by Order No. R-520 entered by the Oil 

Conservation Commission of New Mexico in Case No. 673 on 

August 12, 1954. By the terms of said Order No. R-520, the 

100% acreage formula had been in effect for the proration of 

allowable between wells in the Jaimat Pool at a l l times subsequent 

to January 1, 1955. A copy of Commission Order No. B-1092-A 

above referred to i s attached hereto as Exhibit "A". A copy of 

order No. R-520 above referred to i s identified as Exhibit "B" 

and filed with the Clerk of the District Court of Lea County, 

New Mexico, simultaneously with the filing of this Petition for 

Review and by reference incorporated herein. Copies of Order 

No. R-520 are in the possession of a l l parties to this proceeding. 

3. Within twenty days after the entry of Order No. R-1092-A 

Petitioner filed an Application for Rehearing directed to said 

Order. A copy of said Application for Rehearing i s attached 

hereto as Exhibit "C. A rehearing was granted by the Oil 

Conservation Commission and testimony was heard on March 25, 

26 and 27, 1958. Thereafter, on the 25th day of April, 1958, 

the Oil Conservation Commission of New Mexico promulgated It s 

Order No. R-1092-C refusing to modify i t s Order No. R-1092-A 

and in a l l respects reaffirming the provisions thereof. A copy 

of Order No. R-1092-C i s attached hereto as Exhibit HD". 
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4. Petitioner was affected by the provisions of Order 

No. R-1092-A and i s dissatisfied with the disposition of i t s 

Application for Rehearing, and bythis proceeding seeks review 

as provided by law of Orders Nos. R-1092-A and R-1092-C above 

referred to. 

5. The Jaimat Gas Pool, located In Lea County, New Mexico, 

was established by Order No. R-520, herein referred to as 

Exhibit "B". That Order instituted gas prorationing in the 

Jaimat Gas Pool effective January 1, 1955. While thereafter 

modified, insofar as here pertinent said Order continued in 

effect, and proration of natural gas allowables as between the 

wells in the Jaimat Gas Pool was made pursuant to i t s provisions 

subsequent to January 1, 1955, until the effective date of 

R-1092-A. Such allocation was based 100% upon the acreage 

dedicated to each well, as i s more fully shown by the provisions 

of said Order. 

6. Order No. R-520 was entered by the Oil ©onservation 

Commission of New Mexico in Case No. 673 on the docket of 

said Commission. Said crse was regularly advertised and heard, 

and a l l owners or operators interested were afforded an oppor­

tunity to present their views with respect to the institution 

of prorationing and the allocation formula to be used for the 

distribution of allowable among the various wells in the pool. 

The company respondents to this review action each participated 
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in said hearing. No appeal was taken by any party from Order 

No. R-520, which remained in effect until the action of the Oil 

Conservation Commission herein complained of. 

7. Case No. 1327 came on to be heard before the Oil 

Conservation Commission of New Mexico on October 18, 1957, upon 

the application of Texas-Pacific Coal and Oil Company. A copy 

of said application i s attached hereto as Exhibit "£". After 

hearings were held, the Commission, on January 29, 1958, entered 

Order No. R-1092-A, a copy of which i s attached hereto as Exhibit 

"A", and made a part hereof. By the terms and provisions of 

Order No. R-1092-A, the Commission denied the application insofar 

as i t sought the termination of prorationing in the Jaimat Gas 

Fool in lea County, New Mexico, but i t did change the proration 

formula in said Pool from the 1007. acreage formula set forth in 

Order No. R-520 Co a formula consisting of 25% acreage and 75% 

acreage times deliverability. 

8. Petitioner alleges that Orders Nos. R-1092-A and 

R-1092-C are unreasonable, unlawful, arbitrary and capricious, 

are beyond the power of the Commission to enter, and are invalid 

for the following reasons: 

(a) The Application of Texas Pacific Coal & Oil 

Company in Case No. 1327, to the extent that i t sought the inclu­

sion of a deliverability factor in the proration formula of the 

Jaimat Gas Pool, constituted a collateral attack upon Order No. R-520 
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in Case No. 673 of this Commission entered on the 12th day of 

August, 1954, and, therefore, should not have been entertained 

by the Commission and cannot be made the basis of a valid order 

in Case No. 1327 insofar as the inclusion of deliverability in 

the proration formula i s concerned. 

(b) The evidenc eintroduced in this proceeding provides 

no basis upon which a valid order could be entered by the 

Commission changing the basis for the allocation of production 

from the Jaimat Gas Pool from a 1C0X acreage basis to the 

basis provided in Order No. R-1092-A for the reason that Order 

No. R-520 entered by this Commission in Case No. 673 constituted 

a final determination that deliverability should not be included 

in the proration formula of the Jaimat Gas Pool. The company 

respondents hereto were parties to Case No. 673 in which case 

the inclusion of deliverability in the Jaimat proration formula 

was considered by the Commission, and Order No. R-520 was entered 

denying the request for the inclusion of deliverability in said 

formula. No appeal was taken by the company Respondents hereto 

from the final decision of the Commission so ordered. On the 

basis of the record in this case, the Commission i s without 

authority to modify or change the decision so reached in Case 

No. 673. 

(c) The inclusion of deliverability In the Jaimat 

Gas proration formula as ordered by Order No. R-1092-A i s 



predicated on a finding by this Commission "that the applicant has 

proved that there Is a general correlation between the deliver­

abilities of the gas wells in the Jaimat Gas Pool and the gas 

in place under the tracts dedicated to said wells." Petitioner 

respectfully alleges that this finding of the Commission i s 

contrary to, and wholly without support in, the evidence and 

i s , therefore, invalid and void. 

(d) The Oil Conservation Commission In i t s Finding 

No. 5 in Order No. R-1C92-A found a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool 

and recoverable gas in place under the tracts dedicated to the 

wells. This Finding was re-affirmed In Order No. R-1092-C, 

ln the Commission's Finding No. 2 which was: 

"(2) That after considering a l l the evidence 
presented at the original hearings and the 
rehearing in this case, the Commission re­
affirms i t s finding that Texas Pacific Coal 
& Oil Company has proved by a preponderance 
of the evidence that there i s a general cor­
relation between the deliverabilities of the 
gas wells in the Jaimat Gas Pool and the 
recoverable gas In place under the tracts 
dedicated to said wells, and that the Inclu­
sion of a deliverability factor in the pro­
ration formula for the Jaimat Gas Pool would, 
therefore, result in a more equitable allocation 
of the gas production in said pool than under 
the present gas proration formula." 

Petitioner alleges that said finding of the Commission i s con­

trary to and without support in the evidence introduced before 

the Commission and i s invalid and void 
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(e) The Order of the Commission i s invalid in that 

even though i t be assumed that i t was proved by a preponderance 

of the evidence: "That there i s a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool 

and the gas In place under the tracts dedicated to said wells,' 

such a finding provides no basis authorized by the statutes of 

New Mexico for modification of the pre-existing acreage formula 

for allocation of gas produced from the Jaimat Gas Pool. 

(f) The Commission used as a basis for i t s decision 

to Include deliverability in the proration formula of the 

Jaimat Gas Pool certain factors which are not contemplated or 

permitted by the statutes of New Mexico in the determination 

of a proration formula for a gas pool. Finding No. 6 of Order 

No. R-10S2-A found, (1) that the inclusion of a deliverability 

factor in the Jaimat Proration Formula would result In the pro­

duction of a greater percentage of pool allowable, and (2) that: 

I t would more nearly enable various gas purchasers in the Jaimat 

Gas Pool to meet the market demand for gas from said pool. 

Neither of said considerations provides any legal basis upon 

which the Commission could allocate production from the Jaimat 

Gas Pool under the statutes of New Mexico. The consideration 

of such factos rendered the decision of the Commission based 

thereon invalid and void. 

(g) The uncontradicted evidence before the Commission 

showed that inclusion of a deliverability factor in the proration 
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formula would result in economic waste in that i t would require 

the expenditure of large sums of money by this Petitioner and 

other operators in the Jaimat Gas Pool in efforts to increase 

the deliverability of gas wells in the pool in order to protect 

their correlative rights, although the ultimate recovery from 

the various tracts would not be appreciably increased thereby, 

and although efforts to increase the deliverability of wells In 

the Jaimat Gas Pool could not prevent the violation of cor­

relative rights which would result from the inclusion of a 

deliverability factor in the proration formula. 

(h) The uncontradicted evidence before the Commission 

showed that the inclusion of a deliverability factor in the 

Jaimat Gas Pool proration formula would result in underground 

waste in that many of the wells in the Jaimat Gas Pool have been 

completed for ten to twenty years, and that their condition Is 

such that the action required of a prudent operator under a 

proration formula Including a deliverability factor would neces­

sarily result in the underground waste of natural gas, since 

efforts to increase the deliverability of older wells would 

result in the loss of some wells. 

( i ) The uncontradicted evidence before the Oil 

Conservation Commission showed that there would be greater 

drainage across adjoining less e lines i f the proration formula 

were amended to include a deliverability factor than there would 
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be under the straight acreage formula. The evidence Introduced 

by the applicant was directed only to drainage from area to area 

in the pool, and did not contradict the evidence offered by the 

Petitoner and other companies that there would be greater 

drainage across lease lines i f the proration formula should be 

changed to include a deliverability factor. 

( j ) The evidence introduced before the Oil Conserva­

tion Commission showed that the Inclusion of a deliverability 

factor in the proration formula as ordered by Order No. R-1092-A 

would result in irreparable injury to the correlative rights of 

Petitoner and would deprive Petitioner of i t s property without 

due process of law in that i t **ould permit the production by 

offset operators of natural gas underlying tracts owned by 

Petitioner without affording compensating counterdrainage from 

other adjoining tracts, and would prevent Petitioner from 

producing the recoverable gas In place in the Jaimat Gas Pool 

underlying the tracts upon which the wells of this Petitioner 

are located. 

9. All of the matters alleged hereinabove were set forth 

in Petitioner's Application for Rehearing before the Oil 

Conservation Commission, as shown by Exhibit "C n attached hereto. 

10. The orders of the Commission, review of which i s 

here sought, are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are invalid and void for the further reason that 
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the Commission refused to permit this Petitioner and other 

petitioners opposing the application in Case No. 1327 to present 

testimony with reference to property rights acquired by them 

during the existence of Order Ho. R-520 hereinabove referred to. 

In particular the Commission refused to permit this and other 

operators to present evidence as to purchases of producing 

properties and royalties and loans made upon producing properties 

and royalties based upon the proration formula existing under 

Order No. R-520, and likewise refused the opportunity to present 

proof ofcommunitization of properties which had occurred under 

the acreage allocation formula with reference to which this 

Petitioner and other parties in comparable positions sustain 

irreparable injury as the result of the inclusion of a deliver­

ability factor in the proration formula of the Jaimat Gas Pool. 

11. The formula for a proration of gas in the Jaimat 

Gas Pool promulgated by Order No. R-1092-A is not a reasonable 

basis upon which to allocate the production f rom said pool among 

the gas wells in the pool in that i t fails to recognize or pro­

tect the correlative rights of the operators and royalty owners 

in the pool. On the contrary, said formula will result in 

economic waste, underground waste, and will violate the 

correlative rights of this Petitioner and other owners in said 

pool. By reason thereof, said Order is unlawful, unreasonable 

and void. 

JS »"*; 
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12. The findings of the Commission upon which Orders 

Nos. R-1092-A and R-1092-C are based are contrary to the evi­

dence presented in said proceeding, are without support in the 

evidence, and are against the weight of the evidence heard by 

the Commission. By reason thereof, said orders are arbitrary, 

capricious and unlawful. 

WHEREFORE, Petitioner respectfully prays the Court that; 

(1) Orders Nos. R-1092-A and R-1092-C be reviewed by 

this Court and upon review be adjudicated to be unlawful and 

erroneous, and void, and that an appropriate order be entered 

by this Court vacating and holding for naught Orders Nos. 

R-1092-A and R-1092-C entered by the Oil Conservation Commission 

of New Mexico in Case No. 1327. 

(2 ̂  Petitioner have such further other relief as 

the Court may determine to be proper. 

/s/ J. K. Smith 
J. K. SMITH 
Oil & Gas Building 
Fort Worth, Texas 

ATWOOD & MALONE 

By /s/ Ross L. Malone 
Roswell Petroleum Building 
Roswell, New Mexico 

Attorneys for Petitioner Pan 
American Petroleum Corporation 
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E X H I B I T S 

TO 
PAN AMERICAN PETROLEUM CORPORATION 

PETITION FOR REVIEW 
OF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO 

See Page 
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(*See next page.) 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULA­
TIONS FOR THE JALMAT GAS POOL IN LEA 
COUNTY, NEW MEXICO. 

APPLICATION FOR REHEARING 

COMES HOW Pan American Petroleum Corporation, herein 

referred to as "Applicant", and states to the Commission: 

(1) Applicant i s a corporation owning and operating o i l 

and gas leasea a td gas wells within the l i m i t s of the Jaimat 

Gas Pool i n Lea County, New Mexico. 

(2) Applicant participated I n , and presented testimony 

to the Commission i n , the hearings on the Application of Texas 

Pacific Coal <* Oil Company i n the above styled and numbered case 

and as an operator i n the Jaimat Gas Pool was affected by Order 

No. R-1092-A entered by the Commission under date of January 2S, 

1958. 

(3) Applicant believes and, therefore, alleges that 

Order No. R-1092-A aforesaid was erroneous, i l l e g a l and i s 

CASE NO. 1327 
Order No. R-1092-A 
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invalid and by reason thereof a rehearing i s requested in respect 

to that portion of said Order which provides that effective 

July 1, 1958, a deliverability factor shall be included in the 

gas proration formula of the Jaimat Pool and the succeeding 

prartions of said Order carrying into effect the decision of the 

Commission that deliverability shall be included in the proration 

formula subsequent to July 1, 1938, and as grounds therefor states: 

(a) The Application of Texas Pacific Coal & Oil 

Company in Case No, 1327, tc the extent that i t sought the 

inclusion of a deliverability factor in the proration formula of 

the Jaimat Gas Pool, constituted a collateral Steele upon Order 

No. R-520 In Case No, 673 of this Commission entered on the 

12th day of August, 1954, and, therefore, should not have been 

entertained by the Commission and cannot be made the basis of a 

valid Order in Case No, 1327 insofar as the inclusion of 

deliverability in the proration formula Is concerned. 

(b) The evidence Introduced In this proceeding pro­

vides no basis upon which a valid order could be entered by 

the Commission changing the basis for the allocation of production 

from the Jaimat Gas Pool from a 100% acreage basis to the basis 

provided in Order No. R-1092-A for the reason that Order No. 

R-520 entered by this Commission in Case No, 673 constituted a 

final determination that deliverability should not be included 

in the proration fornrala of the Jaimat Gas Pool. Texas Pacific 

(Exhibit "C") 
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Coal & Oil Cornpany was a party to Case No. 673 and supported the 

inclusion of deliverability in the proration formula, which 

request was considered by the Commission, and Order No. 52.0 was 

entered denying the request of said Texas Pacific Coal & Oil 

Company for the inclusion of deliverability in said formula. 

No.appeal was taken by Texas Pacific Coal & Oil Company from 

the final decision of the Commission so ordered. On the basis of 

the record in this case, the Commission i s without authority to 

modify or change the decision so reached in Case No. 673. 

(c) The inclusion of deliverability in the Jaimat 

Gas proration formula as ordered by Order No. R-1092-A i s 

predicated on a finding by this Commission "that the applicant 

has proved that there Is a general correlation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and the 

gas in place under the tracts dedicated to said wells," 

Applicant respectfully alleges that this finding of the Commission 

i s contrary to, and wholly without support In, the evidence and 

Is , therefore, Invalid and void. In further support of the 

grounds here alleged, Applicant attaches hereto as Exhibit "A" 

a vertical bar graph depicting the relationship between the 

recoverable gas in place under the 58 tracts which were the 

subject of testimony and exhibits presented by this Applicant 

and other operators before the Conaaission on December 9, 1957, 

and the deliverability of the 58 gas wells located on said tracts. 

(Exhibit »C") 
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Said Exhibit i s based upon the testimony in the record in this 

case and clearly demonstrates the total absence of correlation 

between the deliverabilities of gas wells in the Jaimat Gas 

Pool and gas in place under the tracts dedicated to said wells. 

I f afforded an opportunity to do so, Applicant will present 

further evidence in this regard but asserts that on the evidence 

heard by the Commission i t i s clearly shown that no such 

correlation exists, 

(d) The Order of the Commission i s Invalid in that 

even though i t be assumed that as found by the Commission i t 

has been proved that "there l s a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool 

and the gas in place under the tracts dedicated to said wells", 

said finding provides no basis authorised by the statutes of 

New Mexico for modification of the pre-existing acreage formula 

for proration of gas produced from said pool. 

(e) That the Commission has considered factors not 

permitted by the statutes of New Mexico tn arriving at i t s 

decision which was the basis of Order No. R-1092-A. I t Is 

apparent from said Order that i t was predicated in part upon, 

(1) a finding that the inclusion of a deliverability factor in 

the Jaimat proration formula would result in the production of a 

greater percentage of the pool allowable, and (2) that i t would 

more nearly enable various gas purchasers to meet the market 

(Exhibit "C") 

1 --'Vi 
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demand for gas in the Jaimat Gas Pool, Neither of said con­

siderations provides any legal basis for the allocation of 

production under the statutes of New Mexico. 

(f) The Order of the Commission results in economic 

waste in that i t will require the expenditures of hundres of 

thousands of dollars by the operators in the Jaimat Pool, in­

cluding this operator, in an effort to Increase the deliverability 

of the gas wells in said pool and thereby to protect their 

respective correlative rights, although the ultimate recovery of 

gas from said pool will not be appreciably Increased by such 

expenditure. 

(g) The Order of the Commission will result in under­

ground waste in that many of the wells in the Jaimat Gas Pool 

have been c ompleted for some tent to twenty years and their 

condition i s such that the action required of a prudent operator 

under the Order of the Commission will necessarily result in 

the underground waste of natural gas and the abuse of correlative 

rights of the owners of many of said wells. 

(h) Even I f I t be assumed that the Commission had 

jurisdiction and authority In this proceeding to change the 

basis on which production from said pool Is allocated as between 

the operators thereof, such a change could be made only upon 

establishment by a preponderance of the evidence in this case, 

either that waste would be reduced or eliminated, or that the 

(Exhibit "C") 
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correlative rights of the operators in the Jaimat Pool would 

be protected to a greater degree by such a change in the 

allocation formula. The burden of proof so assumed by Applicant 

Texas Pacific Coal & Oil Company was not discharged in this case 

and by reason thereof the Commission's Order i s without support 

in the evidence. 

( i ) Order No. E-1092-A results in irreparable injury 

to the correlative rights of Applicant and deprives this 

Applicant of i t s property without due process of law in that, 

1. I t will permit production by offset 

operators of natural gas underlying tlie tracts owned by this 

App11c ant without affording compensating counter-drainage from 

other adjoining tracts, and will prevent this Applicant from 

producing the recoverable gas in place in the Jaimat Pool under­

lying the tract upon which the wells of Applicant are located, and 

2. Substantial expenditures have been made 

by this operator and other operators In said pool upon the basis 

of Order R-520, and in reliance upon the allocation of the 

production of said pool by this Commission on a 100% acreage 

basis, the benefits of which are destroyed by said Order. 

WHEREFORE, Applicant respectfully prays the Commission that 

a rehearing be granted In the above styled and numbered case 

as to that portion cf the Order and Decision of the Commission 

providing for the Inclusion of a deliverability factor in the 

(Exhibit "C") 



182 

allocation formula of the Jaimat Gas Pool subsequent to July 1, 

1958, 

PAN AMERICAN PETROLEUM CORPORATION 

By: /s/ Ross L. Malone 
of ATWOOD & MALONE 
One of the Attorneys 
Roswell Petroleum Building 
Roswell, New Mexico 

(For Exhibit Referred 
to above, see Page 

36 , Volume I,) 

(Exhibit "C") 
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AND, THEREAFTER, to-wit: On the 12th day of June 1958, 

there was filed in the office of said Clerk, in Said Cause 

No. 16,215, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil. Conservation Commission of New 

Mexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 

5, 6, 7 and 9. 

2. I t denies the general allegations of Paragraph 8 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are beyond the power of the Commission to 

enter and are invalid." 

3. I t denies the allegations of Paragraph 8(a) through 

8( j ) , including a l l legal conclusions set forth therein. 

4. I t denies the allegation in Paragraph 10 that the 

Orders complained of are unlawful, unreasonable, arbitrary and 

capricious and, therefore, are invalid and void. I t admits 

that the testimony referred to in Paragraph 10 was excluded, 

but in this connection states that said testimony i s neither 

relevant nor material to the issues before the Commission in 

Case No. 1327. 

5. I t denies the allegations of Paragraphs 11 and 12. 

WHEREFORE, Respondent prays the Court: 



184 

1. That the Petition ror Review be dismissed. 

2. That Orders No. R-I092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, 

as i t may determine to be proper. 

/s/ William J . Cooley 

/s/ Oliver E, Payne . 

Attorneys for Respondent, Oil 
Conservation Commission of New Mexico 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 13th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,215, in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and 

hereby adopts the Response herein filed on behalf of the Oil 

Conservation Commission of New Mexico as i t s Response in the 

same manner and to the same extent as though each paragraph 

thereof was herein fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /s/ Jack M. Campbell 
Campbell & Russell 
F. Q. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wir; On the 16th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,215, in words and figures as follow, to-wit; a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company,a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

Civil Procedure, and hereby adopts the Response herein filed 

on behalf of the respondent Oil Conservation Commission of 

New Mexico as Its response, in the same manner and to the same 

extent as though each paragraph thereof was herein fully set 

out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt Building, Dallas, Texas 
MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By I s i Manuel A. Sanchez 

Attorneys for the above named respondent 

(Service of Pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, 

there was f i l e d i n the of f i c e of said Clerk, i n said Cause 

No. 16,215, In words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, El Pasc Natural Gas Company, a 

Delaware corporation, and for i t s response to the Petition for 

Review herein states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

6, 7 and 9. 

2. I t denies the general allegations of Paragraph 8 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are beyond the power of the Commission to enter 

and are invla i d " . 

3. I t denies the allegations of Paragraphs 8(a) through 

8 ( j ) Including a l l legal conclusions set f o r t h therein. 

4. I t admits that certain testimony referred to In 

Paragraph 10 was excluded by the Commission, but states that 

such testimony was properly excluded as i t was neither relative 

nor material In Case No. 1327. 

5. I t denies the allegations of Paragraphs 11 and 12, and 

states that the Commission i s not empowered to consider evidence 

referred to therein. 

WHEREFORE, Respondent prays the Court: 
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1. That the Petition for Review be dismissed. 

2. xhat Orders Nos. R-1092-A and R-1Q92-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, 

as i t may determine to be proper. 

HARDIE, GRAMBLING, SIMS & GALATZAN 
P. 0. Box 153, El Paso, Texas 

BY: /s/ A. L. Grabbling 

com® AND LEACH 
Hobbs, New Mexico 

By: /s/ Ray C. Cowan 
Attorneys for Respondent, 
El Paso Natural Gas Company 

(Service of Pleading 
certified to.) 

1 . • : ;! 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,215, in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby 

adopts the response herein filed on behalf of the Oil Conservation 

Commission of New Hexico as i t s response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

PERMIAN BASIN PIPELINE COMPANY, 
Respondent 

Bv /s/ Robert W. Ward 
Attorney for Respondent 

Robert W, Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F, Vinson Roach 
Patrick J . McCarthy 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent 

(Service of Pleading 
certified to.) 



AND, THEREAFTER, to-wit: On the dates set forth below, 

there was filed in the office of said Clerk, in said Cause 

No. 16,215, instruments identical in words and figures to those 

filed in Cause No. 16,213 as follow, to-wit: 

Instrument 

Motion for Pre-Trial Conference 

Minutes - Pre-Trial Conference 

Petitioners* Offer of Proof 

Statement of the Case 

Petitioners* Supplemental Offer 
of Proof 

Motion 

Order 

Stipulation 

Respondents* Offer of Proof 

Requested Findings of Fact and 
Conclusions of Law 

Motion 

Order 

Certificate 

Motion 

Order 

Certificate 

Date Filed 

July 3, 1958 

Sept. 9, 1958 

Sept. 15, 1958 

Sept. 23, 1958 

Sept. 23, 1958 

June 12, 1959 

June 12, 1959 

June 26, 1959 

June 26, 1959 

Aug. 21, 1959 

Aug. 27, 1959 

Aug. 27, 1959 

Aug. 28, 1959 

Aug. 31, 1959 

Aug. 31, 1959 

Sept. 3, 1959 

Requested Findings of Fact and 
Conclusions of Law of Petitioners 
Continental Oil Company, et al Jan. 18, 1960 

Set Forth 
in Vol. I 
Page 

48 

50 

65 

70 

80 

82 

83 

85 

86 

89 

94 

95 

96 

97 

98 

99 

100 

132 
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Set Forth 
In Vol. I 

Instrument Date Filed Pa?r.e 

Decision of the Court Feb. 17, 1960 115 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 121 

Order Allowing Appeal Mar. 14, 1960 122 

Notice of Appeal Mar. 14, 1960 123 

Certificate Mar. 14, 1960 124 

Proof of Service Mar. 22, 1960 125 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 126 

Order Granting Cross-Appeal Mar. 25, 1960 127 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 128 

Stipulation Apr. 12, 1960 130 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, 1960 135 

Point Relied Upon by Cross-Appellant apr. 21. 1960 137 

me wwrx IT* 

>.*•? 



AND, BE IT REMEMBERED, That on the 13th day of May, 1958, 

there was filed in the office of said Clerk of the District Court 

of the *Ifth Judicial District of the State of New Mexico, 

within and for the County of Lea, In Cause No. 16,217 on the 

Civil Docket of said Court, wherein SHELL OIL COMPANY l s 

Petitioner, and concerning the same Orders of and case before 

the Oil Conservation Commission of the State of New Mexico as 

is referred to in District Court Cause No. 16,213, herein set 

forth, in words and figures a pleading Cause No. 16,217 as follow, 

to-wit: 

PETITION FOR REVIEW 

Comes now Shell Oil Company and for i t s petition for review 

of the action of the Oil Conservation Commission of the State 

of New Mexico in the above styled and numbered case and ln the 

above Orders, alleges and states: 

1. Petitioner i s a corporation duly admitted to do business 

in the State of New Mexico, and i s the owner of natural gas 

wells situate within the exterior boundaries of the Jaimat 

GasPool located in Lea County, New Mexico. 

3. On the 29th day of January, 1958, the Oil Conservation 

Commission of New Mexico entered i t s Order No. R-1092-A In 

Case No. 1327, on the docket of said Commission, changing the 

gas proration formula applicable to wells in the Jaimat Gas Pool, 



which formula had been promulgated by Order No. R-520 of the 

Oi l Conservation Commission entered i n Case No. 673 on August 

12, 1954. Petitioner was a party to Cause No. 1327 and was 

affected by Order No. R-1092-A entered therein. Petitioner duly 

f i l e d an Application f o r Rehearing directed to said Order 

No. R-1092-A and a f t e r rehearing the O i l Conservation Commission, 

on the 25th day of A p r i l , 1958, promulgated i t s Order No. 

R-1092-C reaf f i r m i n g and refusing to modify the provisions of 

Order No. R-1092-A. Petitioner was affected by and d i s s a t i s f i e d 

with the provisions of Order.No. R-1092-C, and by t h i s proceeding 

seeks review as provided by law of Orders Nos. R-1092-A and 

R-1092-C above referred t c . 

3. The Jaimat Gas Pool i s located i n Lea County, New Mexico. 

A f t e r extended hearings, the New Mexico Oil Conservation Commission 

entered on August 12, 1954, i t s Order No. R-520 i n Case No. 673, 

a copy of which said Order No. R-520 is marked Exhibit "An, i s 

f i l e d with the Clerk of the D i s t r i c t Court of Lea County 

simultaneously with the f i l i n g of t h i s P e t i t i o n f o r Review and 

by reference incorporated herein. Copies of said order are 

i n the possession of a l l of the parties to t h i s proceeding. 

Said Order i n s t i t u t e d gas prorationing i n the Jaimat Gas Pool 

e f f e c t i v e January 1, 1955. The Order provided f o r the method 

cf a l l o c a t i o n of the allowable among the various wells i n the 

Jaimat Gas Pool, and provided that such a l l o c a t i o n should be 
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based 100% upon the acreage dedicated to the particular well. 

Said case was regularly advertised and heard, and a l l owners or 

operators or persons interested were afforded an opportunity tc 

present their views with respect to the I n s t i t u t i o n of proration­

ing and the allocation f omul a which was to be adopted for the 

distr i b u t i o n of production among the various wells In the Pool. 

No appeal was taken from Order No. R-520, which Order became 

effective and remained i n f u l l and controlling force and effect 

u n t i l the action of the New Mexico Oil Conservation Commission 

herein complained of. 

4. Case No. 1327 came on to be heard before the Oil 

Conservation Commission of New Mexico on October 18, 1957, upon 

the application of Texas-Pacific Coal and Oil Company. A copy of 

said application is attached hereto as Exhibit "B". After 

hearings were held, the Commission on January 29, 1958, entered 

Order No. R-1092-A, a copy of which i s attached hereto as 

Exhibit "C" and made a part hereof. 

By the terms and provisions of Order No. R-1092-A, the 

Commission denied the application insofar as i t sought the 

termination of prorationing i n the Jaimat Gas Pool i n Lea County, 

New Mexico, but i t did change the proration formula i n said Pool 

from the formula set fo r t h i n Order No. R-520 which was based 

100% upon acreage to a formula of 257. acreage and 75% acreage 

times d e l i v e r a b i l i t y . 
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5. Petitioner timely filed i t s application for rehearing 

before the Oil Conservation Commission of the State of New 

Mexico, a copy of which application i s attached hereto as 

Exhibit "Dn and made a part hereof. 1'he Oil Conservation 

Commission granted a rehearing in accordance with the provisions 

of Order No. R-1092-B, a copy of which is attached hereto as 

Exhibit After rehearing, the Oil Conservation Commission 

entered Order No. R-1092-C wliich found that the provisions of 

Order No. R-1092-A should remain in full force and effect. A 

copy of said Order No. R-1Q92-C i s attached hereto as Exhibit "F" 

and made a part hereof. 

6. Petitioner alleges that Orders Nos. R-1092-A and 

R-1092-C are unreasonable, unlawful, capricious and arbitrary and 

were beyond the power of the Commission to enter and are invalid 

upon the following grounds, to-wit: 

(a) The Oil Conservation Commission in i t s Finding 

No. 5 in Order No. R-1092-A found a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool and 

recoverable gas in place under the tracts dedicated to the wells. 

This Finding was reaffirmed in Order No. R-1092-C, in the 

Commission's Finding No. 2 which was: 

"(2 1 That after considering a l l the evidence presented 
at the original hearings and the rehearing in this case, 
the Commission reaffirms i t s finding that Texas Pacific 
Coal and Oil Company has proved by a preponderance of 
the evidence that there Is a general correlation between 
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the deliverabilities of the gas wells in the Jaimat 
Gas Pool and the recoverable gas in place under the 
tracts dedicated to said wells, and that the inclu­
sion of a deliverability factor in the proration 
formula for the Jaimat Gas Pool would, therefore, 
result in a more equitable allocation of the gas 
production In said pool than under the present gas 
proration formula." 

Petitioner alleges that said finding of the Commission i s 

contrary to and without support in the evidence introduced before 

the Commission and i s invalid and void. 

(b) The Order of the Commission l s invalid in that 

even though i t be assumed that i t was proved by a preponderance 

by the evidence: "That there i s a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool and 

the gas in place under the tracts dedicated to said wells'', such 

a finding provides no basis authorized by the statutes of New 

Mexico for modification of the pre-existing acreage formula for 

allocation of gas produced from the Jaimat Gas Pool. 

(c) lhe Commission used as a basis for i t s decision 

to include deliverability in the proration formula of the Jaimat 

Gas Pool, certain factors which are not contemplated or permitted 

by the statutes of New Mexico in the determination of a proration 

formula for a gas pool. Finding No. 6 of Order No. R-1092-A 

found, (1) that the inclusion of a deliverability factor in the 

Jaimat Proration Formula would result in the production of a 

greater percentage of the pool allowable, and (2) that i t would 

more nearly enable various gas purchasers in the Jaimat Gas Pool 



197 

to meet the market demand for gas frora said pool. Neither of 

said considerations provides any legal basis upon which the 

Commission could allocate production from the Jaimat Gas Pool 

under the statutes of New Mexico. The consideration of such 

factors rendered the decision of the Commission based thereon 

invalid and void. 

(d) The uncontradicted evidence before the Conservation 

Commission showed that there would be greater drainage across 

adjoining lease lines i f the proration formula were amended to 

include a deliverability factor than there would be under the 

straight acreage formula. The evidence introduced by the 

applicant was directed only to drainage from area to area in 

the pool, and did not contradict the evidence offered by the 

Petitioner and other companies that there would be greater 

drainage across lease lines i f the proration formula should be 

changed to include a deliverability factor. 

(e) The evidence introduced before the Oil Conservation 

Commission showed that the inclusion of a deliverability tactor 

in the proration formula as ordered by Order No. R-1092-A would 

result in irreparable Injury to the correlative rights oi 

Petitioner and would deprive Petitioner of i t s property without 

due process of law in that I t would permit the production by 

offset operators of natural gas underlying tracts owned by 

Petitioner without affording compensating counter-drainage troio 
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other adjoining tracts, and would prevent Petitioner from 

producing the recoverable gas in place in the Jaimat Gas Pool 

underlying the tracts upon which the wells of this Petitioner 

are located. 

7. All of the matters alleged hereinabove were set forth 

in Petitioner's Application for Rehearing before the Oil 

Conservation Commission, as shown by Exhibit nD" attached hereto. 

8. The orders of the Commission, review of which i s here 

sought, are further unlawful, unreasonable, arbitrary and capri­

cious and, therefore, are invalid and void for the reason that 

the Commission upon rehearing refused to permit this Petitioner 

and other petitioners opposing the application in Case No. 1327 

to present testimony with reference to property rights acquired 

during the existence of Order No. R-520 hereinabove referred to. 

In particular, the Commission refused to permit this and other 

operators to present evidence as to purchases of producing 

properties androyalties and loans made upon producing properties 

and royalties based upon the proration formula existing under 

Order No. R-520, and likewise refused the opportunity to present 

proof of communitization of properties which had occurred under 

the acreage allocation formula and the irreparable injury which 

would result from the inclusion of a deliverability factor in 

the proration formula of the Jaimat Gas Pool. 

9. The 100% acreage proration formula established in the 

Jaimat Field by official order in 1954 and prior thereto by custom 
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was thc basis of large expenditures by, and changes in the 

contractual position of, the operators in that field and should 

be stable and not changed for the protection of the correlative 

rights of those operators unless the change i s approved by a 

substantial majority of the operators in the filed and unless 

i t i s very clear that the proposed new formula will better protect 

such correlative rights. Petitioner alleges that the formula 

approved in said Orders Nos. R-1G92-A and R-1092-C i s neither 

approved by the majority of the operators in the field nor 

clearly superior in the protection of correlative rights to the 

100% acreage formula previously in effect. 

10. Texas-Pacific Coal and Oil Company was the applicant 

in Case No. 1327, and El Paso Natural Gas Company, Permian Basin 

Pipline Company, and Southern Union Gas Company appeared in said 

case in support of the application, and the above companies 

together with the Oil Conservation Commission of New Mexico are 

named as respondents in this Petition in accordance with the 

statutes of New Mexico. 

WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 15(b) Chapter 168 of the Laws of the State 

of New Mexico, 1949, Section 65-3-22(b), N.M.S.A. 1953, that: 

1. Notice of this Petition for Beview be served upon 

respondents in the manner provided for the service of summons 

in c i v i l proceedings upon the adverse parties. 
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2. This Petition be set for t r i a l , and upon the hearing 

thereof that this Court review the action of the Oil Conservation 

Commission herein complained of. 

3. This Court try this action de novo and determine the 

issues of fact and law presented herein. 

4. This Court enter i t s order vacating Orders Nos. R-1092-A 

and R-10S2-C of the Commission hereinabove referred to. 

5. This Court enter such other or further order in lieu of 

Orders Nos. R-1092-A and R-1092-C as the Court may determine tc 

be proper. 

JAKES A. LORE 
RICHARD L. HTGHSTON 
P. 0. Box 1509 
Midland, Texas 

/s/ Howard Brat ton 
HERVEY, DOW & HINKLE 
P. 0. Box 547 
Roswell, New Mexico 

Attorneys for Petitioner, Shell 
Oil Company 
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E X H I B I T S 

TO 
SHELL OIL COMPANY 
PETITION FOR REVIEW 

OF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO 

See Page 
Exhibit Volume 

A — L S — 

Tt 
16 . 

C —21™.. 

E —XL— 

F —39 

*For Exhibit "D" 
see next page. 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL C OK3ERVATIOK 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1327 
APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL} OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

MOTION FOR REHEARING BY SHELL OIL COMPANY 

TO THE COMMISSION: 

Now comes Shell Oil Company, one of the operators In the 

Jaimat Gas Pool, who appeared and participated in the hearings 

of this matter and applies for a rehearing with reference to 

Order No. R-1092-A, entered In this case on January 29, 1958, 

on the following grounds, to-wit: 

1. The Commission erred in making Finding 6 of the said 

order for the reason that i t s authority to regulate production 

of o i l or gas i s limited to that necessary to prevent waste and 

protect correlative rights, and i t is without authority to regulate 

such production for the purpose of meeting a market demand that 

Is greater than the pool's capacity when regulated so as to 

prevent waste and protect correlative rights. 

EXHIBIT ••D" 
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2. That part of Finding 5 of said order reading: "The 

applicant has proved that there l s a general correlation between 

deliverability of the gas wells in the Jaimat Gas Pool and the 

gas In place under the tracts dedicated to said well", i s 

erroneous and without substantial evidence to support i t . 

The applicant offered not one word of proof that the gas in 

place under a tract dedicated to a well i s the gas being produced 

by such well or even equivalent to the gas that said well might 

produce. To the contrary, Mr. Keller, the applicant's reservoir 

expert, stated that (Tr. (10-17-57) P. 59, 61, 62 and 64 and 

Tr. (later hearings) p. 61 to 62, 69, 78, 129, 133 and 135) his 

testimony was based on well figures and well reserves and a 

material balance approach, and that (Tr. (later hearings) p464) 

where the volume of gas measured by the material balance equation 

is located in respect to the lease lands, i s not determinable 

from such a calculation. In his testimony he at no time tried 

to state where the gas was located. On the contrary, he said 

(Tr. (later hearings) p. 78) that correlative rights would be 

fully protected in his opinion i f the takes as between two wells 

bore some reasonable relationship to the reserves of the two 

wells, and that (Tr. (later hearings) p. 133) he rejected the 

use of gas in place as a basis for protecting correlative rights 

because i t was impossible to measure the gas in place with the 

information at hand in the Jaimat field. I t i s apparent, therefore, 



204 

that his whole approach to the matter of correlative rights 

differs from the statutory definition thereof, which i s as 

follows: 

"(a) The rules, regulations or orders of the Commission 
shall, so far as i t i s practicable to do so, afford to 
the owner of each property in a pool the opportunity to 
produce his just and equitable share of the o i l or gas, 
or both, in the pool, being in an amount, so far as can 
be practicably determined, and so far as such can be 
practicably obtained without waste, substantially in the 
proportion that the quantity of the recoverable o i l or 
gasp or both* under such property bears to the total 
recoverable o i l or gas, or both, in the pool, and for 
this purpose to use his just and equitable share of the 
reservoir energy." (New Mexico Statutes 65-3-14). 

He at no time said that any "well reserve" discussed by him was 

under the tract on which that well was located. 

As a matter of fact, i t would be impossible to associate the 

deliverability of a well with the gas in place under the tract 

on which the well i s located without piling Inference on inference 

and making the conclusion so speculative, illogical and unsound 

that I t should be rejected by this Commission. From Mr. Keller's 

, 2 2 X 

equation that Deliverability - T x (Ps - Pw)n x K x C 2 (Appli­

cant's Ex. 7). I t i s obvious that in associating deliverability 

with gas in place (this i s gas in place In the well's reserve 

not that under the tract) he assumed that permeability (K) and the 

well completion factors (C 2) were relatively constant throughout 

the field and that variations in deliverability represented 

variation in net thickness of pay; for permeability and well 

completion factors do not affect the gas in place at a l l as 
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testified by Mr, Keller (Tr. (later hearings) p. 71-72), and 

i f either of them varied widely as between wells, tha variations 

in the deliverabilities of the wells would be relatively 

meaningless in so far as the net thickness of pay (the reserve 

affecting factor in said equation) is concerned. The way 

Mr. Keller related the deliverability to reserves was to say it: 

represented net thickness in pay by transposing the said 

equation thuslyi 

T - Deliverability 
iH - P£)n x K x c 2 

Obviously, in such an equation unless K (permeability) and C^ 

(well completion factors) are constant T will vary not only 

as deliverabilities vary but also as K or vary. To attribute 

the reserve of a well to the tract on which i t was located, he 

had further to assume that the quality of the reservoir under 

a l l of the tract was constantly that attributable to the well by 

his comparisons of deliverability. We, therefore, have a case 

of inference piled upon inference in reaching the conclusion that 

the deliverability of a well i s in general correlation with the 

gas in place under the tract on which the well i s located. Such 

reasoning i s so speculative that i t cannot form the basis of a 

conclusion. 

Manning v. John Hancock Mutual Life Ins. Co., 100 U.S. 697, 
25 L. Ed. 761; 

De Baca v. Kuhn, 161 Pac. (2) 630, 49 N. M. 225; 
Lumbermens Mutual Casualty Co. v. Vaughn, 174 SW(2) 

1001 (Tex. Civ. App.). 
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3. The part of Finding 5 of said order reading "That the 

inclusion of a deliverability factor in the proration formula 

for the Jaimat Gas Fool would, therefore, result in a more equit­

able allocation of the gas production in said pool than under the 

present gas proration formula" i s erroneous and without substan­

t i a l evidence to support I t because i t Is based on the false 

premise set forth In the f i r s t part of the said Finding 5. 

4. Because the uncontradicted evidence shows that the 

Jaimat Gas Pool was developed under rules and/or practice whereby 

proration of production in said field was on a straight acreage 

basis, the changing of the pool rules to include a deliverability 

factor Is erroneous, there being no evidence that clearly 

establishes that the change in the rules I s necessary to protect 

the correlative rights of the operators In that pool or to 

prevent waste. The burden of proof should be much greater where 

changes in estabL ished rules are proposed and in such cases the 

Commission should not make changes unless the evidence that they 

are needed to prevent waste or protect the correlative rights 

of the operators (not to allow a market to be met) Is clear and 

convincing. 

5. The inclusion of a deliverability factor in the proration 

formula of the Jaimat Gas Pool violates the correlative rights 

of the operators and i s erroneous. 

6. The Application of Texas Pacific Coal & Oil Company in 
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Case No. 1327, to the extent that i t sought the inclusion of a 

deliverability factor in the proration formula of the Jaimat Gas 

Pool, constituted a collateral attack upon Order No. 520 in 

Case No. 6731 of this Commission entered on the 12th day of 

August, 1954, and therefore should not have been entertained by 

the Commission and cannot be made the basis of a valid Order in 

Case No. 1327 in so far as the inclusion of deliverability in 

the proration formula i s concerned. 

7. The evidence Introduced in this proceeding provides 

no basis upon which a valid order could be entered by the 

Commission changing the basis for the allocation of production 

from the Jaimat Gas Pool from a 100% acreage basis to the basis 

provided in Order No. R-1092-A for the reason that Order No. R-520 

entered by this Commission in Case No. 673 constituted a final 

determination that deliverability should not be included in the 

proration formula of the Jaimat Gas Pool. Texas Pacific Coal 

6t Oil Company was a party to Case No. 673 and supported the 

inclusion of deliverability in the proration formula, which 

request was considered by the Commission, and Order No. 520 was 

entered denying the request of said Texas Pacific Coal & Oil 

Company for the inclusion of deliverability in said formula. Fo 

appeal was taken by Texas Pacific Coal & Oil Company from the 

final decision of the Commission so ordered. On the basis of 

the record in this case, the Commission is without authority to 
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modify or change the decision so reached in Case No* 673. 

8. Even If it were conceded that there was substantial 

evidence to support Finding 5 of said Order, and we do not so 

concede, this Commission erred in amending the Jaimat Gas Pool's 

rules to place a deliverability factor in the proration fomrula 

because thereby it has jeopardized its very excellent reputation 

for fairness, wisdom and common sense. The addition of a 

deliverability "new deal" in the proration formula of the 

Jaimat Gas Pool after the pool has been developed on the under­

standing that proration would be on a straight acreage basis 

is unfair to those who so developed their properties in the 

pool. Admittedly, at the time they made their investments they 

knew that the rules might be changed. However, we believe that 

they were entitled to assume that the rules would not be changed 

unless it was clearly shown first, that they resulted in waste 

or violated correlative rights, and second, that no change based 

on a violation of correlative rights would be made against the 

expressed will of the vast majority of operators in the pool who 

should know better what protects their correlative rights than 

anyone else. At the hearings on this matter, no issue of waste 

was raised and the vast majority of the operators, the ones whose 

correlative rights are involved, opposed the inclusion of 

deliverability in the proration formula. Furthermore, even it 

be conceded that there was some proof of some "general11 



correlation between the deliverability of a well and the gas in 

place under the tract on which the well is situated (which 

correlation we do not admit but deny), the proof thereof was 

not clear, but based upon Inference upon inference. In a case 

of such doubtful correlation between well deliverability and tract 

reserve gas, i t isn't wise, even if i t is legal, to upset 

existing equities or to override the ideas of the majority of 

the operators in the pool concerning how best to protect their 

correlative rights. 

This deliverability "new deal" in the Jaimat rules is not 

a safe step forward but a step backward toward the early proration 

attempts to interfere with the law of capture only so much as 

a limited market required by prorating the market demand between 

the wells on the basis of their relative potentials or deliver­

abilities or productivity, however i t may be phrased. Such a 

method of proration allowed a high potential or deliverability 

well on a small tract to produce not only the oil or gas under 

that tract but under much of the surrounding tracts. The New 

Mexico Statutes reject the idea of any such method of proration. 

Obviously, an owner does not have a fair chance to recover the 

oil or gas under his land where the proration formula contains a 

potential or deliverability factor and non-marginal wells are 

allowed to produce at different rates based on their different 

petentials or deliverabilities rather than on differences in their 



210 

productive acreages. 

WHEREFORE your petitioner prays that the Commission grant 

a rehearing i n this case and set aside i t s Order No, R-1C92-A 

i n so far as a del i v e r a b i l i t y factor i s thereby placed i n the 

proration formula for the Jaimat Pool, 

SETH, MONTGOMERY, FEDERICI & ANDREWS 

3y ; , 

301 Don Caspar Avenue 
Santa Fe, New Mexico 

RICHARD L, HUGHSTON 
Box 1509, Midland, Texas 

ATTORNEYS FOR PETITIONER 
SHELL GIL COMPANY 
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AND, THEREAFTER, to-wit: On the 12th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,217, in words and figures as follows, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7 and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the 0-ders complained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were invalid." 

3. I t denies the allegations of Paragraphs 6(a) through 

6(e), including a l l legal conclusions set forth therein. 

4. I t denies the allegation in Paragraph 8 that the Orders 

complained of are unlawful, unreasonable, arbitrary and capricious 

and, therefore, are invalid and void. I t admits that the testi-

money referred to in Paragraph 8 was excluded, but In this 

connection states that said testimony i s neither relevant nor 

material to the Issues before the Commission in Case No. 1327. 

5. I t denies the allegations of Paragraph 9* 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 
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2. That Orders No, R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, 

as i t may determine to be proper. 

a/ William J . Cooley 

s/ Oliver E. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New Mexico 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-witJ On the 13th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,217, in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and hereby 

adopts the Response herein filed on behalf of the Oil Conservation 

Commission of New Hexico as i t s Response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /&/ Jack M. Campbell 
Campbell 6c Russell 
P. 0. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 



AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was f i l e d In the office of said Clerk, i n said Cause No. 16,217, 

i n words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

C i v i l Procedure, and hereby adopts the Response herein f i l e d on 

behalf of the Respondent Oil Conservation Commission of New 

Mexico as i t s response, i n the same manner and to the same 

extent as though each paragraph thereof was herein f u l l y set out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt Building, Dallas, Texas 

MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By s/7 Manuel A. Sanchez 

attorneys for the above named Respondent 

(Service of pleading 
c e r t i f i e d to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,217, 

in words and figures as follow, to-wit: a 

RESPONSE TU PETITION FOR REVIEW 

Comes now Respondent, E l Paso Natural Cas Company, a Delaware 

corporation, and for i t s response to the Petition for Review 

herein states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7, and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were invalid 1 1. 

3. I t denies the allegations of Paragraphs 6(a) through 

6(e), including a l l legal conclusions set forth therein. 

4. I t denies the allegations of Paragraphs 8 and 9. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders Nos. R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 
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HARDIE, GRAMBLING, SIMS & GALATZAN 
P. 0. Box 153 - El Paso, Texas 

BY; /s/ A. L. Grambling 

COma AND LEACH 
Hobbs, New Mexico 

BY; /s/ Ray C. Cowan 
Attorneys for Respondent, 
El Paso Natural Gas Company 

(Service of pleading 
c e r t i f i e d to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was f i l e d In the office of said Clerk, i n said Cause No. 16,217, 

i n words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of C i v i l Procedure, hereby 

adopts the response herein f i l e d on behalf of the Oil Conservation 

Commission of New Mexico as i t s response i n the same manner and 

to the same extent as though each paragraph thereof was herein 

f u l l y set out. 

PERMIAN BASIN PIPELINE COMPANY, 
Respondent 

By I s l Robert W. Ward 
Attorney for Respondent 

Robert W. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson Roach 
Patrick J. McCarthy 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent 

(Service of pleading 
c e r t i f i e d to.) 
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AND, THEREAFTER, to-wit: On the dates set fo r t h below, 

there was f i l e d i n the office of said Clerk, i n said Cause 

No. 16,217, instruments identical i n words and figures to those 

f i l e d i n Cause No. 16,213 as follow, to-wit: 

Set Forth 
i n Vol. I 

Instrument Date Filed Page 

Motion for Pre-Trial Conference July 3, 1958 48 

Minutes - Pre-Trial Conference Sep. 9, 1958 50 

Petitioners' Offer of Proof Sep. 15 1958 65 

Statement of the Case Sep. 23, 1958 70 

Petitioners' Supplemental Offer 
of Proof Sep. 23, 1958 80 

Motion June 12, 1959 82 

Order June 12, 1959 83 

Stipulation June 26, 1959 85 

Respondents* Offer of Proof June 26, 1959 86 

Requested Findings of Fact and 
Conclusions of Law Aug. 21, 1959 89 

Motion Aug. 27, 1959 94 

Order Aug. 27, 1959 95 

Certificate Aug. 28, 1959 96 

Motion Aug. 31, 1959 97 

Order A*) ? rv ̂  31, 1959 98 

Certificate Sep. 3, 1959 99 

Requested Findings of Fact and 
Conclusions of Law of Petitioners 
Continental O i l Company, et a l Jan. 18, 1960 100 
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Set Forth 
in Vol. I 

Instrument Date Filed Page 

Decision of the Court Feb. 17, 1960 115 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 121 

Order Allowing Appeal Mar. 14, 1960 122 

Notice of Appeal Mar. 14, 1960 123 

Certificate Mar. 14, 1960 124 

Proof of Service Mar. 22, 1960 125 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 126 

Order Granting Cross-Appeal Kar. 25, 1960 127 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 128 

Stipulation Apr. 12, 1960 130 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, 1960 135 

Point Relied Upon by Cross-Appellant Apr. 21, 1960 137 

** *** ** 
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AND, BE IT REMEMBERED, That on the 13th day of May 1958, 

there was filed in the office of said Clerk of the District Court 

of the Fifth Judicial District of the State of New Mexico, 

within and for the County of Lea, in Cause No. 16,218 on the 

Civil Docket of said Court, wherein THE ATLANTIC REFINING COMPANY 

is Petitioner (concerning the same Orders of and Case before the 

Oil Conservation Commission of the State of New Mexico as referred 

to in Cause No. 16,213 hereinbefore set forth), In words and 

figures as follow, to-wit: a 

PETITION FOR REVIEW 

Comes now The Atlantic Refining Company and for i t s petition 

for review of the action of the Oil Conservation Commission of 

the State of New Mexico in the above styled and numbered case and 

in the above Orders, alleges and states: 

1. Petitioner i s a corporation duly admitted to do business 

in the State of New Mexico, and i s the owner of natural gas wells 

situate within the exterior boundaries of the Jaimat Gas Pool 

located ln Lea County, New Mexico. 

2. On the 29th day of January, 1958, the Oil Conservation 

Commission of New Mexico entered i t s Order No. R-1092-A In Case 

No. 1327, on the docket of said Commission, changing the gas 

proration formula applicable to wells in the Jaimat Gas Pool, which 

formula had been promulgated by Order No. R-520 of the Oil 



221 

Conservation Commission entered in Case No. 673 on August 12, 

1954. Petitioner was a party to Cause No. 1327 and was affected 

by Order No. R-1Q92-A entered therein, Petitioner duly filed an 

Application for Rehearing directed to said Order No. R-1092-A 

and after rehearing the Oil Conservation Commission, on the 

25th day of April, 1958, promulgated its urder No. R-1092-C 

reaffirming and refusing to modify the provisions of Order No. 

R-1092-A. Petitioner was affected by and dissatisfied with the 

provisions of Order No. R-1092-C, and by this proceeding seeks 

review as provided by law of Orders Nos. R-1Q92-A and R-1Q92-C 

above referred to. 

3. The Jaimat Gas Pool is located tn Lea County, New Mexico, 

After extended hearings, the New Mexico Oil Conservation Commission 

entered on August 12, 1954, Its Order No. R-520 in Case No. 673, 

a copy of which said ^rder No, R-520 is marked Exhibit "A", is 

filed with the Clerk of the District Court of Lea County simultane­

ously with the filing of this Petition for Review and by reference 

incorporated herein. Copies of said order are in the possession 

of a l l of the parties to this proceedings. Said Order instituted 

gas prorationing in the Jaimat Gas Pool effective January 1, 1955. 

The Order provided for the method of allocation of the allowable 

among the various wells in the Jaimat Gas Pool, and provided that 

such allocation should be based 100% upon the acreage dedicated 

to the particular well. Said case was regularly advertised and 

heard, and all owners or operators or persons Interested were 
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afforded an opportunity tc present their views with respect to 

the i n s t i t u t i o n of prorationing and the sL location formula which 

was to be adopted for the distribution of production among the 

various wells i n the pool. No appeal was taken from Order No. 

R-520, which Srder became effective and remained i n f u l l and 

controlling force and effect u n t i l the action of the New Mexico 

Oil Conservation Commission herein complained of. 

4. Case No. 1327 cane on to be heard before the Oil 

Conservation Commission of New Mexico on October 18, 1957, upon 

the application of Texas-Pacific Coal and Oil Company. A copy 

of said application i s attached hereto as Exhibit "B". After 

hearings were held, the Commission on January 29, 1958, entered 

Order No. R-1092-A, a copy of which i s attached hereto as 

Exhibit "C" and made a part hereof. 

By the terms and provisions of Order No. R-1092-A, the 

Commission denied the application Insofar as i t sought the 

termination of prorationing i n the Jaimat Gas Pool In Lea County, 

New Mexico, but i t did change the proration formula i n said pool 

from the fomrula set f o r t h i n Order No. R-520 which was based 

100% upon acreage to a formula of 25%acreage and 75% acreage 

times d e l i v e r a b i l i t y . 

5. Petitioner timely f i l e d i t s application for rehearing 

before the Oil Conservation Commission of the State of New Mexico, 

a copy of which application i s attached hereto as Exhibit "D" and 

made a part hereof. The Oil Conservation Commission granted a 



rehearing in accordance with the provisions of Order No. R--1092-B, 

a copy of which i s attached hereto as Exhibit "E,!. After 

rehearing,the Oil Conservation Commission entered Order No. 

R-1092-C which found that the provisions of Order No. R-1092-A 

should remain in full force and effect. A copy of said Crder 

No. R-1092-C i s attached hereto as Exhibit "F n and made a part 

hereof. 

6. Petitioner alleges that Orders Nos. R-1G92-A and 

R-1092-C are unreasonable, unlawful, capricious and arbitrary 

and were beyGnd the power of the Commission to enter and are 

invalid upon the following grounds, to-wit : 

(a) The application of Texas-Pacific Coal and Oil 

Company in Case No. 1327 to the extent that i t sought the 

inclusion of a deliverability factor in the proration formula 

of the Jaimat Gas Pool, constituted a collateral attack upon 

Order No. R-520 in Case Ho. 673 of the Oil Conservation Commission 

and, therefore, should not have been entertained by the Commission 

and could not be the basis of a valid order in Case No. 1327 

insofar as such order changes the basis of allocation of 

production from the Jaimat Gas Pool from a 100% acreage basis to 

include a deliverability factor in the proration formula. 

(b) Order No. R-520 entered by the Oil Conservation 

Commission in Case No, 673 constituted a final decision that the 

proration formula for the Jaimat Gas Pool should be on a 100% 
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acreage basis. Ho appeal was taken from the final decision of 

the Commission so ordered, and the application in Case No. 1327 

did not allege and the record In said case does not show any 

change of conditions in the Jaimat Gas Pool or any waste which 

would result from retention of the 100% acreage allocation formula. 

On the basis of the application and the record, the Commission 

was without authority or jurisdiction to modify or change the 

proration formula set forth in Order No. R-520. 

(c) Texas-Pacific Coal and Oil Company, the applicant 

in Case No. 1327, was a participant in Case No. 673, and did 

not appeal from the final decision of the Commission entered in 

Order No. R-520, and said company was estopped to request a change 

in the proration formula for the Jaimat Gas Pool in the absence 

of evidence showing a change in conditions in the pool from the 

time of entry of Order No. R-520 or evidence showing that waste, 

would result from the retention of the 100% acreage formula. 

No such allegations were made and no such evidence was lit roduced, 

and therefore the Commission was without authority to revise, 

modify or change Order No. R-520 to provide that the proration 

formula for the Jaimat Gas Pool should include a deliverability 

factor. 

(d) The Oil Conservation Commission ln i t s Finding 

No. 5 in Order No. R-1092-A found a general correlationbetween 

the deliverabilities of the gas wells in the Jaimat Gas Pool and 
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recoverable gas In place under the tracts dedicated to the wells. 

This Finding was reaffirmed in Order No. R-1092-C, in the 

Commission's Finding No. 2 which wast 

"(2) That after considering al l the evidence presented 
at the original hearings and the rehearing in this case, 
the Commission reaffirms its finding that Texas Pacific 
Coal and Oil Company has proved by a preponderance of 
the evidence that there Is a general correlation between 
the deliverabilities of the gas wells in the Jaimat Gas 
Pool and the recoverable gas in place under the tracts 
dedicated to said wells, and that the Inclusion of a 
deliverability factor in the proration formula for the 
Jaimat Gas Pool would, therefore, result in a more 
equitable allocation of the gas production in said pool 
than under the present gas proration formula." 

Petitioner alleges that said finding of the Commission is 

contrary to and without support in the evidence introduced 

before the Commission and is invalid and void. 

(e) The Order of the Commission is invalid in that even 

though i t be assumed that i t was proved by a preponderance by 

the evidence: "that there is a general correlation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and the 

gas in place under the tracts dedicated to said wells", such a 

finding provides no basis authorized by the statutes of New 

Hexico for modification of the pre-existing acreage formula for 

allocation of gas produced from the Jaimat Gas Pool. 

(f) The Commission used as a basis for its decision to 

include deliverability in the proration formula of the Jaimat 

Gas Pool, certain factors which are not contemplated or permitted 

by the statutes of New Mexico in the determination of a proration 
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formula for a gas pool. Finding No. 6 of Order No. R-1092-A 

found, (1) that the inclusion of a deliverability factor in 

the Jaimat Proration Formula would result in the production 

of a greater percentage of the pool allowable, and (2) that i t 

would more nearly enable various gas purchasers in the Jaimat 

Gas Pool to meet the market demand for gas from said pool. 

Neither of said considerations provides any legal basis upon 

which the Commission could allocate production from the Jaimat 

Gas Pool under the statutes of New Mexico. The consideration 

of such factors rendered the decision of the Commission based 

thereon invalid and void. 

(g) The uncontradicted evidence before the Commission 

showed that inclusion of a deliverability factor in the proration 

formula would result In economic waste in that i t would require 

the expenditure of large sums of money by this Petitioner and 

other operators in the Jaimat Gas Pool in efforts to increase 

the deliverability of gas wells in the pool in order to protect: 

their correlative rights, although the ultimate recovery from the 

various tracts would not be appreciably increased thereby, i f at 

a l l , and although efforts to increase the deliverability of 

wells in the Jaimat Gas Pool could not prevent the violation 

of correlative rights which would result from the inclusion of 

a deliverability factor in the proration formula. 

(h) The uncontradicted evidence before the Commission 
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showed that the inclusion of a deliverability factor in the 

Jaimat Gas Pool proration formula would result in underground 

waste in that many of the wells in the Jaimat Gas Pool have been 

completed for ten to twenty years, and that their condition ls 

such that the action required of a prudent operator under a 

proration formula including a deliverability factor would 

necessarily result in the underground waste of natural gas, 

since efforts to increase the deliverability of older wells 

would result in the loss of some wells. 

(i) Hie uncontradicted evidence before the Conserva­

tion Commission showed that there would be greater drainage 

across adjoining lease lines if the proration formula were 

amended to include a deliverability factor than there would be 

under the straight acreage formula. The evidence introduced 

by the applicant was directed only to drainage from area to 

area in the pool, and did not contradict the evidence offered by 

the Petitioner and other companies that there would be greater 

drainage across lease lines if the proration formula should be 

changed to include a deliverability factor. 

(j) The evidence introduced before the Oil Conserva­

tion Commission showed that the inclusion of a deliverability 

factor in the proration formula as ordered by Order No. R-1092-A 

would result in irreparable injury to the correlative rights of 

Petitioner and would deprive Petitioner of its property without 
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due process of law In tha: i t would permit the production by 

offset operators of natural gas underlying tracts owned by 

Petitioner without affording compensating counter-drainage from 

other adjoining tracts, and srould prevent Petitioner from 

producting the recoverable gas in place in the Jaimat Gas Pool 

underlying the tracts upon which the wells of this Petitioner 

are located. 

7. All of the matters alleged hereinabove were set forth 

in Petitioner's Application for Rehearing before the Oil Con­

servation Commission, as shown by Exhibit nD" attached hereto. 

8. The Orders of the Commission, review of which Is here 

sought, are further unlawful, unreasonable, arbitrary and 

capricious and, therefore, are invalid and void for the reason 

that the Commission upon rehearing refused to permit this Petitioner 

and other petitioners opposing thc application In Case No. 1327 to 

present testimony with reference to property rights acquired 

during the existence cf Order No. R-520 hereinabove referred to. 

In particular, the Commission refused to permit this and other 

operators to present evidence as to purchases of producing 

properties and royalties and loans made upon producing properties 

and royalties based upon the proration formula existing under 

Order No. R-520, and likewise refused the opportunity to present 

proof of communitization of properties which had occurred under 

the acreage allocation formula and the irreparable injury which 
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would result from the inclusion of a deliverability factor in 

the proration formula of the Jaimat Gas Pool. 

9. The formula set forth in Order No. R-1092-A which 

introduces a deliverability factor into the proration formula 

is not a reasonable basis on which to allocate the production 

from the Jalmat Gas Pool among the gas wells in the pool in that 

i t f a i l s to recognize or protect the correlative rights of the 

owners and operators in the pool. The 100% acreage formula for 

the proration of gas better protects the correlative rights of 

the operators and owners in the pool. The inclusion of a 

deliverability factor in the proration formula would result in 

economic waste, underground waste, and would violate correlative 

rights including those of this petitioner. Petitioner will 

introduce evidence in support of the above allegations upon the 

t r i a l of this cause. 

10. Texas-Pacific Coal and Oil Company was the applicant 

in Case No. 1327, and El Paso Natural Gas Company, Permian 

Basin Pipeline Company, and Sou: hem Union Gas Company appeared 

in said case in support of the application, and the above 

companies together with the Oil Conservation Commission of New 

Mexico are named as respondents in this Petition in accordance 

with the statutes of New Mexico. 

WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 19(b) Chapter 168 of the Laws of the State 

4" > i 
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of New Mexico, 1949, Section 65-3-22(b), N.M.S.A. 1953, that: 

1. Notice of this Petition for Review be served upon 

respondents in t he manner provided for the service of summons 

in c i v i l proceedings upon the adverse parties. 

2. This Petition be set for t r i a l , and upon the hearing 

thereof that this Court review the action of the Oil Conservation 

Commission herein complained of. 

3. This Court try this action de novo and determine the 

issues of fact and law presented herein. 

4. This Court enter i t s order vacating Orders Nos. R-1092-A 

and &-1092-C of the Commission hereinabove referred to. 

5. This Court enter such other or further order in lieu of 

Orders Nos. &-1092-A and R-1092-C as the Court may determine to 

be proper. 

CHARLES B. ELLARD 
A. B. TANCO 
P. 0. Box 2819 
Dallas, Texas 

/s/ Howard Bratton 
HERVEY, DOW 6 HINKLE 
P. 0. Box 547 
Roswell, New Mexico 

Attorneys for Petitioner, The Atlantic 
Refining Company 
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E X H I B I T S 

OF 
THE ATLANTIC REFINING COMPANY 

PETITION FOR REVIEW 
CF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO 

See Page 
Exhibit Volume I 

A 

B 

C 

D* 

E 

-15-

-32. 

(*For Exhibit D 
see next page.) 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1327 
Order No. R-1092-A 

APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO, 

APPLICATION FOR REHEARING 

Comes now The Atlantic Refining Company and requests a 

rehearing In the above case with respect to the matters herein­

after referred to which were determined by wrder No. R-1092-A 

of the New Mexico Oil Conservation Commission i n connection 

with the above styled case, and i n support thereof respectfully 

shows: 

I . 

Applicant owns and operates o i l and gas leases and gas wells 

within the Jaimat Gas Pool i n Lea County, New Mexico. Applicant 

i s affected by Order No. R-1092-A, which was entered by the 

Commission under date of January 29, 1958. 

' 'T'T "i r l i n n 
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I I . 

Order No. R-1092-A contains two findings, Nos. 5 and 6, 

which are the basis upon which Finding No. 7 as to deliverability 

i s made, and upon which said wrder amends previous orders of the 

Commission to Include a deliverability factor in the proration 

formula. Paragraph 2 of Order No. R-1092-A amends a l l orders 

previously issued by the Conanission to provide for an "acreage 

factor" for allowable purposes. Paragraph 3 of Order No. R-1092-A 

provides that Order No. R-520 as amended by Order No. R-967 be 

revised effective July 1, 1958, to Include a deliverability 

factor in the gas proration formula of the Jaimat Gas Pool. 

Said paragraph provides for the deliverability factor and sets 

forth how i t shall be carried into effect. 

I I I . 

Applicant alleges that the Commission was without jurisdiction 

or authority, and was estopped in equity and justice to enter­

tain the application in regard to the above matters in Order 

No. R-1092-A, and that Texas Pacific Coal & Oil Company was 

estopped to apply for an amendment to the proration formula for 

the Jaimat Gas Pool, and that i f the Commission did have 

jurisdiction and there was no estoppel, the said order, In regard 

to the above matters, was discriminatory, erroneous, illegal and 

invalid, and a rehearing i s requested in respect to said matters. 

In support thereof, applicant states: 

(Exhibit "B") 
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1. The application of Texas Pacific Coal & Oil Company 

l n case No. 1327, to the extent that i t sought the inclusion of 

a d e l i v e r a b i l i t y factor i n the proration formula of the ^almat 

Gas Pool constituted a collateral attack upon Order No. 520 i n 

Case No. 674 of this Commission, entered on the 12th day of 

August 1954, and the Commission was without j u r i s d i c t i o n to 

entertain said application, and said application cannot be made 

the basis of a va l i d order i n Case No. 1327 Insofar as the 

changing of the basis for allocation of production from the 

Jaimat Gas Pool fron. a 100% acreage basis to include a deliver­

a b i l i t y factor i n the proration formula. 

2. Order Nc. R-520 entered by this Commission l n Case 

No. 673 constituted a f i n a l decision that the proration formula 

for the Jaimat Gas Pool should be on a 1007, acreage basis. No 

appeal was taken from the f i n a l decision of the Commission so 

ordered, and the Coirenission cannot now on the basis of the 

application and record i n this cause enter a valid order changing 

the basis for the allocation of production from the Jaimat Gas 

Pool. 

3. Texas Pacific Coal & Oil Company, the applicant i n Case 

No. 1327, was & participant i n Case No. 673, and i n said case 

supported the inclusion of d e l i v e r a b i l i t y i n the proration 

formula, which request was considered by the Commission and 

denied therein. No appeal was taken by Texas Pacfflc Coal & Oil 

(Exhibit "D") 
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Company from the final decision of the Commission so ordered and 

said company i s now estopped to request a change in the proration 

formula for the Jaimat Gas Pool. On the basis of the record in 

this case, the Commission i s without authority to revise, modify 

or change Order No. R-520 to now provide that the proration 

formula for the Jaimat Gas Pool shall include a deliverability 

factor. 

4. Order No. R-1G92-A i s invalid and discriminatory and 

deprives this applicant of i t s property without due process of 

law in violation of the 14th Amendment to the Constitution of 

the United States and in violation of Article I I , Section 18 of 

the Constitution, of the State of New Mexico in that this applicant 

has acted in reliance on Order No. R-520, and has performed 

drilling operations, recompletion operations, and has expended 

substantial sums of money on i t s properties In the Jaimat Gas 

Pool after the issuance of said Order, and i t has vested 

property rights therein, which property rights will be impaired 

by the inclusion of a deliverability factor in the proration 

formula for the Jaimat Gas Pool. 

5. As a result of the aforesaid expenditures and the other 

actions by this applicant in good faith in reliance upon the 

existing proration rules in Order No. R-520, the Commission i s , 

as a matter of equity and justice, estopped from amending said 

proration order to Include a deliverability factor, which amendment 

(Exhibit "Df> 
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would discriminate against this applicant. 

6. Finding No. 5 in Order No. R-1092-A i s : 

"That the Applicant has proved that there is a general 
correlation between the deliverabilities of the gas wells 
in the Jaimat Gas Fool and the gas in place under the 
tracts dedicated to said wells, and that the inclusion of 
a deliverability factor in the proration formula for the 
Jaimat Gas Fool would, therefore, result in more equitable 
allocation of the gas production in said pool than under 
the present gas proration formula." 

Applicant alleges that this finding is contrary to, and wholly 

without support in the evidence and is therefore erroneous and 

invalid. In further support in the evidence have alleged, there 

is attached hereto as Exhibit ?'/,r a vertical bar graph depicting 

the relationship between the recoverable gas In place under the 

58 tracts which were the subject of testimony and exhibits 

presented by this applicant and other operators before the 

Commission on December 9, 1957, and the deliverability of the 

58 gas wells located on said tracts. Said exhibit is based upon 

the testimony and the record in this case and clearly demonstrates 

the total absence of correlation between the deliverabilities 

of gas wells in the Jaimat Gas Fool and gas in place under the 

tracts dedicated to said wells. If afforded an opportunity to do 

so, applicant will present further evidence in this regard but 

asserts that on the evidence heard by the Commission i t is 

clearly shown that no such correlation exists, and that therefore 

the entire Finding No. 5 is erroneous and invalid. 

7. Even though i t ie assumed that i t has been proved as 

(Exhibit "D") 
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stated in Finding No. 5 that "there i s a general correlation 

between the deliverabilities of the gas wells in the Jaimat Gas 

Pool and the gas in place under the tracts dedicated to said 

wells", said Finding provides no basis authorized by the Statutes 

of New Mexico for modification of the formula prescribed by 

Order No. R-520 for the proration of gas produced from the 

Jaimat Gas Pool. 

8. The Commission has used as a basis for i t s decision to 

include deliverability in the proration formula certain factors 

which are not contemplated or permitted by the statutes of New 

Mexico in the determination of a proration formula for a gas pool. 

Finding No. 6 of said Order Ro. R-1092-A i s : 

"That the inclusion of a deliverability factor In the 
proration formula for the Jaimat Gas Pool will result 
In the production of a greater percentage of the pool 
allowable, and that i t will more nearly enable various 
gas purchasers in the Jaimat uas Pool to meet the market 
demand for gas from said pool." 

Neither of said considerations provides any legal basis for the 

alloc©tion of production among the gas wells In a gas pool. 

9. Order No. R-1092-A will result in underground waste since 

many wells In the Jaimat Gas Pool are old wells and the condition 

of many of such wells I s such that the action required of a prudent 

operator under Order No. R-1092-A will necessarily result in the 

underground waste of natural gas. 

10. Order No. R-1092-A will result ln economic waste ln that 

i t will require the expenditure of a large sum of money by this 

(Exhibit "D") 
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applicant tc increase the deliverability of i t s gas wells in an 

effort to protect i t s correlative rights, although the ultimate 

recovery from the tracts owned by this applicant will not be 

appreciably increased thereby, and although efforts of operators 

to increase the deliverability of wells In the Jaimat Gas Pool 

cannot prevent the violation of correlative rights which will 

result from the inclusion of a deliverability factor in the 

proration formula. 

11. Order No. R-1092-A i s invalid In that the burden of 

proof was upon the applicant in this case, by a preponderance of 

the evidence, to show a valid reason on a ground authorized by 

the statutes cf New Mexico for the inclusion of deliverability 

in the proration formula for the Jaimat Gas Pool, and the 

applicant did not sustain this burden of proof. 

12. Order No. R-1092-A results in irreparable injury to the 

property rights of applicant and to i t s correlative rights in 

that i t permits drainage from under tracts in the Jalmat Gas 

Pool owned by this applicant, which drainage i s not equalized by 

counter drainage. This deprives applicant of Its property without 

due process of law in violation of Amendment 14 to the Constitution 

of the United States and Article I I , Section 18 of the Constitution 

of the State of New Mexico. 

WHEREFORE, Applicant respectfully requests the Commission 

that a rehearing be granted in the above case as to those portions 

(Exhibit "D") 
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of Order No. R-1092-A which emend the previous orders of the 

Commission to provide for the inclusion of a de l i v e r a b i l i t y factor 

i n the allocation formula of the Jaimat Gas Pool subsequent to 

July 1, 1958, and that after rehearing the Commission rescind i t s 

order i n the above respects, and retain the proration formula 

established by Order No. R-520. 

THE ATLANTIC REFINING COMPANY 

A. B. TANCO 
P. 0, Box 2819 
Dallas, Texas 

/s/ Howard C. Bratton 
HERVEY, DOW & HINKLE 
P. 0. Box 547 
Roswell, New Mexico 
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AND, THEREAFTER, to-wit: On the 12th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,218, 

in words and figures as follow, to-wit; a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7 and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were invalid." 

3. I t denies the allegations of Paragraphs 6(a) through 

6( j ) , including a l l legal conclusions set forth therein. 

4. I t denies the allegations of Paragraph 8 that the 

Orders complained of are unlawful, unreasonable, arbitrary and 

capricious and, therefore, are invlaid and void. I t admits that 

the testimony referred to in Paragraph 8 was excluded, but ln this 

connection states that said testimony i s neither relevant nor 

material to the issues before the Commission In Case No. 1327. 

5. I t denies the allegations of Paragraph 9 and specifi­

cally denies that the Petitioner may, without limitation, 

intoduce evidence before the Court upon t r i a l of this cause. 
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WHEREFORE, Respondent prays the Court? 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-l092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such rder, or further Orders, as 

i t may determine to be proper. 

/s/ William J. Cooley 

/s/ Oliver E. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New 
Mexico 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 13th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,218, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and 

hereby adopts the Response herein filed on behalf of the Oil 

Conservation Commission of New Mexico as i t s Response In the 

same manner and to the same extent as though each paragraph 

thereof was herein fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /s/ Jack M. Campbell 
Campbell 6c Russell 
?. 0. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit.* On the 16th day of June 1S58, 

there was f i l e d i n the office of said Clerk, i n said Cause 

No. 16,218, i n words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

C i v i l Procedure, and hereby adopts the Response herein f i l e d 

on behalf of the respondent Oil Conservation Commission of New 

Mexico as i t s response, i n the sarae manner and to the same 

extent as though each paragraph thereof was herein f u l l y set out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt: Bui Ids ner, Dallas, Texas 

MANUEL A. SANCHEZ 
Santa Fe,,New Mexico 

By: /s/ Manuel A. Sanchez 

Attorneys tor the above named Respondent 

(Service of pleading 
c e r t i f i e d to.) 



AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was f i l e d i n the o f f i c e of said Clerk, i n said Cause No. 16,218, 

in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, El Paso Natural Gas Company, a 

Delaware corporation, and for i t s response to the Petition for 

Review herein, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7 and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were Invalid". 

3. I t denies the allegations of Paragraphs 6(a) through 

6 ( j ) , including a i l legal conclusions set forth therein. 

4. I t admits that certain testimony referred to i n 

Paragraph b was excluded by the Commission, but states that such 

testimony was properly excluded as i t was neither relative nor 

material i n Case No. 1327. 

5. I t denies the allegations of Paragraph 9 and specifically 

denies that the Petitioner may, without l i m i t a t i o n , Introduce 

evidence betore the Court upon t r i a l of this cause. 

WHEREFORE, REspondent prays the Court: 
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1. That the Petition for Review be dismissed. 

2. That Orders Nos. R-1G92-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 

HARDIE, GRAMBLING, SIKS & GALAT2AN 
P. Box 153 - El Paso, Texas 

Byi /s/ A. L. GramblinK 

CCiWN AND LEACH 
Hobbs, New Mexico 

5y; /&/ Ray C. Cowan 
Attorneys for Respondent, 
El Paso Natural Gas Company 

(Service of pleading 
c e r t i f i e d to.; 
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AND, THEREAFTER, to-wit! On the 16th day of June 1958, there 

was f i l e d i n the office of said Clerk, i n said Cause No. 16,218, 

i n words and figures as follow, to-wit: a 

RESPONSE 

Comes now Kespondent Pernsian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of C i v i l Procedure, hereby 

adopts the response herein f i l e d on behalf of the Oil Conservation 

Commission of &ew Mexico as i t s response i n the same manner and 

to the same extent as though each paragraph thereof was herein 

f u l l y set out. 

PERMIAN BASIN PIPELINE COMPANY 
Respondent 

By /s/ Robert U, Ward 
Attorney for Respondent 

dobert rf. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson .Roach 
Patrick J. McCarthy 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent! 

(Service of pleading 
c e r t i f i e d to.) 
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AND, THEREAFTER, to-wit; On the dates set forth below, 

there was f i l e d i n the office of said Clerk, i n said Cause 

No. 16,218, instruments,identical i n words and figures to 

those f i l e d i n Cause No. 16,213, as follow, to-wit: 

Instrument 

Motion for Pre-Triai Conference 

Minutes - I r e - T r i a l Conference 

Petitioners* Offer of Proof 

Statement of the Case 

Petitioners* Supplemental Offer 
of Proof 

Motion 

Order 

Stipulation 

Respondents* Offer of Proof 

Requested Findings of Fact and 
Conclusions of Law 

Motion 

Order 

Certificate 

Motion 

Order 

Certificate 

Date Filed 

July 3, 1958 

Sept. 9, 1958 

Sept. 15, 1958 

Sept. 23, 1958 

Sept. 23, 1958 

June 12, 1959 

June 12, 1959 

June 26, 1959 

June 26, 1959 

Aug. 21, 1959 

Aug. 27, 1959 

Aug. 27, 1959 

*uig. 28, 1959 

Au^, 31, 1.959 

Aug. 31, 1959 

Sept. 3, 1959 

Set Forth 
ln Vol. I 
Page 

48 

50 

65 

70 

80 

82 

83 

83 

86 

89 

94 

95 

96 

97 

98 

99 
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Set Forth 
i n Vol. I 

Instrument. Date Filed Page 

Requested Findings of Fact and 
Conclusions of law of Petitioners 
Continental Oil Company, et al Jan. 18, 1960 100 

Decision of the Court Feb. 17, 1960 115 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 121 

Order Allowing Appeal Kar. 14, 1960 122 

Notice of Appeal Mar. 14, 1960 123 

Certificate Mar. 14, 1960 124 

Proof of Service Mar. 22, 1960 125 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 126 

Order Granting Cross-Appeal Mar. 25, 1960 12? 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 128 

Stipulation Apr. 12, 1960 130 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, 1960 135 

Point Relied Upon by Cross-Appellant Apr. 21, I960 137 

** *** ** 
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AND, BE IT REMEMBERED, That on the 13th day of May 1S58, 

there was f i l e d i n the office of said Clerk of the D i s t r i c t Court 

of the F i f t h Judicial D i s t r i c t of the State of New Mexico, 

within and for the County of Lea, i n Cause No. 16,219 on the 

C i v i l Docket cf said Court, wherein STANDARD OIL COMPANY OF TEXAS 

is Petitioner (concerning the same Orders of and Case before the 

Oil Conservation Commission of the State of New Mexico as referred 

to i n Cause No. 16,213 hereinbefore set f o r t h ) , In words and 

figures as follow, to-wit: a 

PETITION FOR REVIEW 

Comes now h.tsndard Oil Company of Texas and for I t s p e t i t i o n 

for review of the action cf the Oil Conservation Commission of 

the State of Kew Mexico i n the above styled and numbered case 

and i n the above orders, alleges and states: 

1. Petitioner i s a corporation duly admitted to do business 

i n the State of New Mexico, and i s the owner of natural gas 

wells situate within the exterior bouncari.es of the Jal&at Gas 

tool located i n Le«& County, New Hexico, 

2. On tha 29th day uf January, 1958, the Oil Conservation 

Commission of New i* axico entered i t s Order No. R-1C92-A i n Case 

No. 1327, cn the docket cf said Commission, changing the gas 

proration formula applicable to wells i n the Jaimat Gas Pool, 

which formula had been promulgated by Order No. R-520 of the 



Oil Conservation CcmToission entered i n Case No. 673 on August 

12, 1954. Petitioner was a party to Cause No. 1327 and was 

affected by Order No. R-10*2-A entered therein. Petitioner duly 

f i l e d an Application for Rehearing directed to said Order No. 

R-1092-A and after rehearing the Oil Conservation Commission, 

on the 25th day of A p r i l , 1956, promulgated i t s Order Nc. 

R-1C92-C reaffirming and refusing to mcaify the provisions oi" 

Order No. R-1092-A. Petitioner was affected by and dissatisfied 

with the provisions of Order No. &-1092-C, and by this proceeding 

seeks review as provided by law of Orders Nos. R-1092-A and 

R-1092-C above referred to. 

3. The Jaimat Cas Pool is located i n Lea County, New Mexico. 

After extended hearings the New Mexico Cil Conservation Commission 

entered on August 12, 1954, i t s Order No. R-520 i n case No. 673, 

a copy of which said Order No. R-520 i s marked Exhibit !iA!t, i s 

f i l e d with the Clerk of the D i s t r i c t Court of Lea County 

simultaneously with the f i l i n g of this Petition for Review and 

by reference incorporated herein. Copies of said order are i n 

the possession of a l l of the parties tc this proceeding. Said 

Order instituted gas prorationing in the Jaimat Gas Pool effective 

January 1, 1955. The Order provided for the method of 

allocation of the allowable among the various wells i n the 

Jaimat Gas Pool, and provided that such allocation should be 

based 100% upon the acreage dedicated to the particular well. 



231 

Said case was regularly advertised and heard, and all owners or 

operators or per sons Interested were afforded an opportunity to 

present their views with respect to the institution of pro-

rationing and the allocation formula which was to be adopted 

for the distribution of production among the various wells 

in the Pool. No appeal was taken from Order No. R-520, which 

Order became effective and remained in lull and controlling 

force and effect until the action of the New Mexico oil Con­

servation Commission herein eoasplained ot. 

4. Case No. 1327 came on to be heard before the Oil 

Conservation Commission of New Mexico on uctober 18, 1957, upon 

the application of Texas-Pacific Coal and Oil Company. A copy 

of said application is attached hereto as Exhibit "B". After 

hearings were held, the Commission on January 29, 1958, entered 

Order No. R-1092-A, a copy of which Is attached hereto as 

Exhibit MC** and made a part hereot. 

By the tents and provisions of Order No. R-10y2-A, the 

Commission denied the application insofar as i t sought the 

termination of prorationing i a the Jaimat Gas Bool i n Lea County, 

New Mexico, but i t did change the proration foimu.a i n said Pool 

from the formula set forth i n Order No. R-52C which was based 

100% upon acreage to a ft>rr>sula of 25% acreage and 75% acreages 

times deliverabi Iifcy. 

5. Petitioner timely f i l e d i t s application for rehearing 
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before the Oil Conservation Commission of the State of New 

Mexico, acopy of which application i s attached hereto as Exhibit 

"D" and made a part hereof. The Oil Conservation Commission 

granted a rehearing i n accordance with the provisions of Order 

No. R-1C92-B, a copy of which i s attached hereto as Exhibit S,E". 

After rehearing,the Oil Conservation Commission entered Order 

No. R-1G92-C which found that the provisions of Order No. 

R-1092-A should remain i n l u l l force and effect, A copy of 

said Order No. R-1092-C i s attached hereto as Exhibit "F11 and 

made a part hereof. 

6. Petitioneralleges that Orders Nos. R-1092-A and R-1Q92-C 

are unreasonable, unlawful, capricious and arbitrary and were 

beyond the power of the Commission tc enter and are invalid 

upon the following grounds, to-wit: 

(a) The application of Texas-Pacific Coal and Oil 

Company in Case No. x3_7 to the extent that i t sought the i n ­

clusion of a de l i v e r a b i l i t y factor i n the proration formula of 

the Jaimat Gas Pool, constituted a collateral attack upon 

Order No. R-520 i n case No. 6 73 of the Oil Conservation 

Commission and, therefore, snouid not have been entertained by 

the Commission, and coulc not be the oasis ot a valid order i n 

Case No. 1327 insofar as the changing of the basis ot allocation 

of production froti the Jaiiuat Gas Pool from a 1007. acreage 

basis to Include a d e l i v e r a b i l i t y factor i n tne proration formula. 
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(b) Order No. B.-52C entered by the Oil Conservation 

Commission i n Case No. 673 constituted a f i n a l decision that the 

proration formula for the Jaiaat Gas Pool should be on a 1007. 

acreage basis. No appeal was taken from the f i n a l decision of 

the Commission so ordered, and the application i n Case No. 1327 

did not allege and the record In said case does not show any 

change of conditions i n the Jaimat Ges Pool or any waste which 

would result fron retention of the 100% acreage allocation 

fontaila. On the basis of the application and the record, the 

Commission was without authority or ju r i s d i c t i o n to modify or 

change the proration formula set forth In Order No. R-520. 

(c) Texas-Pacific Coal and Oil Company, the applicant 

i n Case No. 1327, was a participant In Case No. 673, and did not 

appeal from the fi n a 1 decision, of the Comitission entered i n 

Order No, R-520, and said company was estopped to request a 

change i n the proration formula for the Jaimat Gas Pool i n the 

absence of evidence showing a change in conditions i n the pool 

from the time of entry ot Order No. R-520 or evidence showing 

that waste would result from the retention of the 1007. acreage 

formula. No such allegations were r«ade and no such evidence 

was introduced, end therefore the Commission was without authority 

to revise, modify or change Order No. R-520 to provide that the 

proration formula tor the Jaimat Gas Pool should include a 

de l i v e r a b i l i t y factor. 
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(d) The C i l Conservation Commission in i t s Finding 

No. 5 In Order No, R-1092-A found a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool and 

recoverable gas In place under the tracts dedicated to the wells. 

This Finding was reaffirmed In Order No. R-1092-C, in the 

Commission's Finding No. 2 which was: 

"(2) That after considering a l l the evidence presented 
at the original hearings and the rehearing in this case, 
the Commission reaffirms i t s finding that Texas Pacific 
Coal and Oil Company has proved by a preponderance of 
the evidence that there i s a general correlation between 
the deliverabilities cf the gas wells in the Jaimat Gas 
Pool and the recoverable gas in place under the tracts 
dedicated to said wells, and that the inclusion of a 
deliverability factor in the proration formula for the 
Jaimat Gas Pool would, therefore, result In a more 
equitable allocation of the gas production in said pool 
than under the present gas proration formula," 

Petitioner alleges that said finding of the Commission is 

contrary to and without support in the evidence introduced 

before the Commission and i s invalid and void. 

(e) The Order of the Commission i s invalid in that 

even though i t beassumed that i t was proved by a preponderance 

by the evidence: "That there i s a general correlation between 

the deliverabilities of nhe gas wells in the Jaimat Gas Pool and 

the gas in place under the tracts dedicated to said wells", such 

a finding provides no basis authorized by the statutes of New 

Mexico for modification of the pre-existing acreage formula 

for allocation of gas produced from the Jaimat Gas Pool, 
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(f) The Commission used as a basis for i t s decision 

to include deliverability in the proration formula of the Jaimat 

Gas Pool, certain factors which are not contemplated or permitted 

by the statutes of New Mexico in the determination of a pro­

ration formula for a gas pool. Finding No. 6 of Order No. 

R-1092-A found, (1) that the inclusion of a deliverability factor 

in the Jaimat Proration Formula would result in the production 

of a greater percentage of pool allowable, and (2) that i t 

would more nearly enable various gas purchasers in the Jaimat 

Gas Pool tc meet the market demand for gas from said pool. 

Neither of said considerations provides any legal basis upon 

which the Commission could allocate production from the Jaimat 

Gas Pool under the statutes of New Mexico. The consideration of 

such factors rendered the decision of the Commission based 

thereon invalid and void. 

(g) The uncontradicted evidence before the Commission 

showed that inclusion of a deliverability factor in the proration 

formula would result, in economic waste in that i t would require 

the expenditure of large sums of money by this Petitioner and 

other operators in the Jaimat Gas Pool in efforts to increase 

the deliverability of gas wells in the pool in order to protect 

their correlative rights, although the ultimate recovery from 

the various tracts would not be appreciably increased thereby, 

and although efforts to increase the deliverability of wells 
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in the Jaimat Gas Pool could not prevent the violation of 

correlative rights which would result from the inclusion of a 

deliverability factor in the proration formula. 

(h) The uncontradicted evidence before the Commission 

showed that the inclusion of a deliverability factor in the 

Jaimat Gas Pool proration formula would result in underground 

waste in that many of the wells in the Jaimat Gas Pool have been 

completed for ten to twenty years, and that their condition i s 

such that the action required of a prudent operator under a 

proration formula including a deliverability factor would 

necessarily result in the underground waste of natural gas, 

since efforts to increase the deliverability of older wells 

would result ln the loss of some wells. 

(1) The uncontradicted evidence before the Conservation 

Commission showed that there would be greater drainage across 

adjoining lease lines i f the proration formula were amended to 

include a deliverability factor than there would be under the 

straight acreage formula. The evidence introduced by the 

applicant was directed only to drainage from area to area in the 

pool, and did not contradict the evidence offered by the 

Petitioner and other companies that there would be greater 

drainage across lease lines i f the proration formula should be 

changed to include a deliverability factor. 

( j ) The evidence introduced before the Oil Conservation 
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Commission showed that the inclusion of a deliverability factor 

in the proration formula as ordered by Order No. R-1092-A would 

result in irreparable injury to the correlative rights of 

Petitioner and would deprive Petit!jner of i t s property without 

due process of law in that I t would permit the production by 

offset operators of natural gas underlying tracts owned by 

Petitioner without affording compensating counter-drainage from 

other adjoining tracts, and would prevent Petitioner from 

producing the recoverable gas in place in the Jaimat Gas Pool 

underlying the tracts upon which the wells of this Petitioner 

are located. 

7. All of the matters alleged hereinabove were set forth 

in Petitioner's Application for Rehearing before the Oil 

Conservation Commission, as shown by Exhibit "D* attached hereto. 

8. The orders of the Commission, review of which i s here 

sought, are further unlawful, unreasonable, arbitrary and capri­

cious and, therefore, are invalid and void for the reason that 

the Commission upon rehearing refused to permit this Petitioner 

and other petitioners opposing the application in Case No. 1327 

to present testimony with reference to property rights acquired 

during the existence of Order No. R-520 hereinabove referred to. 

In particular, the Commission refused to permit this and other 

operators to present evidence as to purchases of producing 

properties and royalties and loans made upon producing properties 

and royalties based upon the proration formula existing under 
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Order No. R-520, and likewise refused the opportunity to present 

proof of communitization of properties which had occurred under 

the acreage allocation formula and the irreparable Injury which 

would result from the inclusion of a deliverability factor in 

the prorationformula of the Jaimat Gas Pool. 

9. The formula set forth in Order No. R-1092-A which 

introduces a deliverability factor into the proration formula 

is not a reasonable basis on which to allocate the production 

from the Jaimat Gas Pool among the gas wells in the pool in 

that i t fails to recognize or protect the correlative rights 

of the owners and operators in the pool. The 100% acreage 

formula for the proration of gas better protects the correlative 

rights of the operators and owners in the pool. The inclusion 

of a deliverability factor in the proration formula would result 

in economic waste, underground waste, and would violate correlative 

rights including those of this petitioner. Petitioner will 

introduce evidence in support of the above allegations upon the 

tr i a l of this cause. 

10. Texas-Pacific Coal and Oil Company was the applicant 

in case No. 1327, and £1 Paso Natural Gas Company, Permian Basin 

Pipeline Company, and Southern Union Gas Company appeared in 

said case in support of the application, and the above companies 

together with the Oil Conservation Commission of New Mexico are 

named as respondents in this Petition in accordance with the 

statutes of New Mexico. 
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WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 19(b) Chapter 168 of the Laws of the State 

of New Mexico, 1949, Section 65-3-22(b), N.M.S.A. 1953, that: 

1. Notice of this Petition for Review be served upon 

respondents in the manner provided for the service of summons 

in c i v i l proceedings upon the adverse parties. 

2. This Petition be set for t r i a l , and upon the hearing 

thereof that this Court review the action of the Oil Conservation 

Commission herein complained of. 

3. This Court try this action de novo and determine the 

issues of fact and law presented herein. 

4. This Court enter i t s order vacating Orders Nos. R-1092-A 

and R-1092-C of the Commission hereinabove referred to. 

5. This Court enter such other or further order ln lieu of 

Orders Nos. R-1092-A and R-1092-C as the Court may determine to 

be proper. 

C. W. PROCTOR 
P. 0. Box 1249 
Houston, Texas 

/s/ Howard Br at ton 
HERVEY, DOW & HINKLE 
P. 0. Box 547 
Roswell, New Mexico 

Attorneys for Petitioner, Standard 
Oil Company of Texas 
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E X H I B I T S 

TO 
STANDARD OIL COMPANY OF TEXAS 

PETITION FOR REVIEW 
OF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO 

See Page 
Exhibit Volume I 

A 15 

B 16 

C 21 

D* 

E 37 

F 39 

(*For Exhibit D 
see next page.) 



2&1 

BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1327 
Order No. R-1092-A 

APPLICATION GF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

APPLICATION FOR REHEARING 

Comes Now Standard Oil Company of Texas, a corporation, and 

states to the Commission: 

(1) This Applicant Is a corporation owning o i l and gas 

leases and gas wells within the l i m i t s of the Jaimat Gas Pool 

i n Lea County, New Mexico. 

(2) Applicant participated i n the hearings before the 

Commission on the Application of Texas Pacific Coal & Oil 

Company i n the above styled and numbered case and as an Operator 

In the Jaimat Gas Pool was affected by Order No. R-1092-A 

entered by the Commission under date of January 29, 1958. 

(3) Applicant believes and therefore alleges that Order 

No. R-1092-A aforesaid was erroneous, I l l e g a l and Is invalid and 

EXHIBIT »D" 
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by reason thereof a rehearing i s requested in respect to that 

portion of said Order which provides that effective July 1, 1958, 

a deliverability factor shall be included in the gas proration 

formula of the Jaimat Pool and the succeeding portions of said 

Order carrying into effect the decision of the Commission that 

deliverability shall be included in the proration formula 

subsequent to July 1, 1958, and as grounds therefor states: 

(a) The evidence introduced in this proceeding provides 

no basis upon which a valid order could be entered by the 

Commission changing the basis for the allocation of production 

from the Jaimat Gas Pool from a 100% acreage basis to the basis 

provided in Order No. R-1092-A for the reason that Order No. 

R-520 entered by this Commission in Case No. 673 constituted a 

final determination that deliverability should not be Included 

In the proration formula of the Jaimat Gas Pool. Texas Pacific 

Coal & Oil Company was a part to Case No. 673 and supported the 

inclusion of deliverability in the proration formula, which 

request was considered by the Commission, and Order No. 520 was 

entered denying the request of said Texas Pacific Coal fit Oil 

Company for the inclusion of deliverability in said formula. No 

appeal was taken by Texas Pacific Coal & Oil Company from the 

fianl decision of the Commission so ordered. On the basis of the 

record in this case, the Commission i s without authority to 

modify or change the decision so reached in Case No. 673. 

EXHIBIT "D" 
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(b) The Inclusion of deliverability in the Jaimat 

Gas proration formula as ordered by grder No. R-1092-A i s 

predicated on a finding by this Commission "that the applicant 

has proved that there i s a general correlation between the 

deliverabilities of the gas wells in the Jaimat Gas Pool and 

the gas In place under the tracts dedicated to said wells". 

Applicant respectfully alleges that this finding of the Commission 

is contrary to, and wholly without support in, the evidence and 

is therefore invalid and void. In further support of the grounds 

here alleged, Applicant attaches hereto as Exhibit "A" a vertical 

bar graph depicting the relationship between the recoverable gas 

In place under the 58 tracts which were the subject of testimony 

and exhibits presented by this applicant and other operators 

before the Commission on December 9, 1957, and the deliverability 

of the 58 gas wells located on said tracts. Said exhibit i s 

based upon the testimony ln the record In this case and clearly 

demonstrates the total absence of correlation between the de­

liverabilities of gas wells In the Jaimat Gas Pool and gas In 

place under the tracts dedicated to said wells. I f afforded 

an opportunity to do so, Applicant will present further evidence 

in this regard but asserts that on the evidence heard by the 

Commission i t i s clearly shown that no such correlation exists. 

(c) That the Consulssion has considered factors not 

permitted by the statutes of New Mexico in arriving at i t s 

(Exhibit "D?) 
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decision which was the basis of Order No. R-I092-A. I t i s 

apparent from said Order that i t was predicated i n part upon, 

(1) a finding that the inclusion of a d e l i v e r a b i l i t y factor i n 

the Jaimat proration formula would result i n the production of 

a greater percentage of the pool allowable, and (2) that i t would 

more nearly enable various gas purchasers tc meet the market 

demand for gas i n the Jaimat Gas Pool. Neither of said con­

siderations provides any legal basis for the allocation of 

production under the statutes of New Hexico. 

(d) The Application of Texas Pacific Coal & Oil 

Company i n Case No. 1327, to the extent that i t sought the 

inclusion of a d e l i v e r a b i l i t y factor i n the proration formula 

of the Jaimat Gas Pool, constituted a collateral attack upon 

Order No. 520 i n Case No. 6731 of this Commission entered on the 

12th day of August, 1954, and therefore should not have been 

entertained by the Commission and cannot be made the basis of a 

valid Order i n Case No. 1327 insofar as the inclusion of 

d e l i v e r a b i l i t y i n the proration formula i s concerned. 

(e) The order of the Commission i s invalid In that 

even though i t be assumed that as found by the Commission i t has 

been proved that "there i s a general correlation between the 

d e l i v e r a b i l i t i e s of the gas wells i n the Jaimat Gas Pool and 

the gas i n place under the tracts dedicated to said wells", said 

finding provides no basis authorized by the statutes of New Mexico 

(Exhibit "D") 
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for modification of the pre-existing acreage formula for proration 

of gas produced from said pool, 

(f) The order of the Commission results in economic 

waste in that i t will require the expenditure of an excess of 

One Hundred Thousand Dollars by this applicant to increase the 

deliverability of i t s gas wells in an effort to protect i t s 

correlative rights, although the ultimate recovery from such 

wells will not be appreciably increased thereby. 

(g) The Order of the Commission will result in under­

ground waste in that many of the wells in the Jaimat Gas Pool 

have beencompleted for some ten to twenty years and their 

condition i s such that the action required of a prudent operator 

under the Order of the Commission will necessarily result in the 

underground waste of natural gas and the abuse of correlative 

rights of the owners of many of said wells. 

(h) The Order of the Commission i s invalid in that 

the Commission would have authority to change i t s existing pro­

ration order for the Jaimat Gas Pool only upon the proof by the 

Applicant in this case, by a preponderance of the evidence, 

either that waste would be reduced or eliminated or that 

correlative rights of the owners in the Jaimat Pool would be 

protected to a greater degree by the inclusion of deliverability 

in said proration formula. The burden of proof so assumed by 

Texas Pacific Coal & Oil Company was not discharged by Applicant. 

(Exhibit nD»») 

•<!0 t 
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( i ) Order No. R-1092-A results In irreparable injury 

to the correlative rights of Applicant and deprives this Appli­

cant of Its property without due process of law in this, that, 

i t will permit production by offset operators of natural gas 

underlying the tracts woned by this Applicant without affording 

compensating counter-drainage from other adjoining tracts, and 

will prevent the Applicant from producing the recoverable gas 

in place in the Jaimat Pool underlying the tract upon which the 

wells of Applicant are located. 

( j ) Applicant has, since the entry of Order No. 520 

in Case No. 1327, completed wells and reworked wells in the 

Jaimat Field in reliance upon said order and because allowables 

were based on a 100% acreage favtor, no effort was made to 

obtain the greatest possible degree of deliverability. Applicant, 

therefore, alleges that Order No. R-1CS2-A i s Invalid because 

i t results In a gross inequity to this Applicant and that the 

Commission cannot in good conscience deprive this Applicant of 

its property by drastically changing the allowable basis after 

the expenditure of considerable sums of money in reliance on the 

basis set out tn Order No. 520. 

WHEREFORE, Applicant respectfully prays the Commission that 

a rehearing be granted in the above styled and numbered case as 

to that portion of the Order and Decision of the Commission 

providing for the inclusion of a deliverability factor in the 

(Exhibit "D") 
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allocation formula of the Jaimat Gas Pool subsequent to July 1, 

1958. 

STANDARD GIL COMPANY OF TEXAS 

By: /&/ L. U. Proctor 
C. W. Proctor 

A copy of this application 
has been served on Texas and 
Pacific Coal and Oil Company 
by registered mail. 



AND, THEREAFTER, to-wit: On the 12th day of June 1958, there 

was f i l e d i n the office of said Clerk, i n said Cause No. 16,219, 

ln words and figures as follow, to-wit: a 

RESPONSE TG PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Kexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7 and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders contained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were in v a l i d . " 

3. I t denies the allegations of Paragraphs 6(a) through 

<6(j), including a l l legal conclusions set fo r t h therein. 

4. I t denies the allegation i n Paragraph 8 that the Orders 

complained of are unlawful, unreasonable, arbitrary and capri­

cious and, therefore, are invalid and void. I t admits that the 

testimony referred to i i i Paragraph S was excluded, but i n this 

connection states that said testimony i s neither relevant nor 

material to the issues before the Commission i n Case No. 1327. 

5. I t denies che allegations of Paragraph 9 and specifically 

denies tliat the Petitioner may, without l i m i t a t i o n , Introduce 

evidence before the Court upon t r i a l of this cause. 
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WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court erter such Order, or further Orders, as 

i t may determine to be proper. 

/s/ William J. Cooley 

/.a/ Oliver E. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New Mexico 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 13th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,219, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules oi Civil Procedure, and 

hereby adopts the Response herein filed on behalf of the Oil 

Conservation Commission of New Mexico as i t s Response in the 

same manner and co the same extent as though each paragraph 

thereof was herein fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /a/ Jack M. Campbell 
Campbell & Russell 
P. O. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 



AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,219, 

in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

Civil Procedure, and hereby adopts the response herein filed on 

behalf of the respondent Oil Conservation Commission of New 

Mexico as Its response, in the same manner and to the same extent 

as though each paragraph thereof was herein fully set out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt Building, Dallas, Texas 

MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By (af Manuel A. Sanchez 

Attorneys for the above named respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER., to-witt On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,219, 

in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, E3 Paso Natural Gas Company, a 

Delaware corporation, and for i t s response to the Petition for 

Review herein, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

7 and 10. 

2. I t denies the general allegations of Paragraph 6 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and were beyond the power of the Commission to 

enter and were invalid". 

3. I t denies the allegations of Paragraphs 6(a) through 

6( j ) , including a l l legal conclusions set forth therein. 

4. I t admits that certain testimony referred to in 

Paragraph 8 was excluded by the Commission, but states that such 

testimony was properly excluded, as i t was neither relative nor 

material In Case No. 1327. 

5. I t denies the allegations of Paragraph 9 and specifically 

denies that the Petitioner may, without limitation, introduce 

evidence before the Court upon t r i a l of this cause. 

WHEREFORE, Respondent prays the Court: 
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1. That the Petition for Review be dismissed. 

2. That Orders Nos. R-1092-A and R-1092-C of the 

Commission be affirmed. 

3. That the Court enter such Order, or further Orders, 

as i t may determine Co be proper. 

HARDIE, GRAMBLING, SIMS & GALATZAN 
P. 0. Box 153 - El Paso, Texas 

BY: /s/ A. L. Grambllng 

COWAN 6c LEACH 
Hobbs, New Mexico 

BY: IsJ Rav C. Cowan 
Attorneys for Respondent, 
El Paso Natural Gas Company 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,219, 

in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby 

adopts the response herein filed on behalf of the Oil Conservation 

Commission of New Hexico as i t s response in the same manner and 

to the same extent as though each paragraph thereof was herein 

fully set out. 

PERMIAN BASIN PIPELINE COMPANY, 
REspondent 

By /s/ Robert W. Ward 
Attorney for Respondent 

Robert W. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson Roach 
Patrick J . McCarthy 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin Pipeline 
Company, Respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the dates set forth below, 

there was filed in the office of said Clerk, in said Cause 

No. 16,219, instruments idential in words and figures to those 

filed In Cause No. 16,213 as follow, to-wit: 

Instrument 

Motion for Pre-Trial Conference 

Minutes - Pre-Trial Conference 

Petitioners* Offer of Proof 

Statement of the Case 

Petitioners 1 Supplemental Offer 
of Proof 

Motion 

Order 

Stipulation 

Respondents' Offer of Proof 

Requested Findings of Fact and 
Conclusions of Law 

Motion 

Order 

Certificate 

Motion 

Order 

Certificate 

Date Filed 

July 3, 1958 

Sept. 9, 1958 

Sept. 15, 1958 

Sept. 23, 1958 

Sept. 23, 1958 

June 12, 1959 

June 12, 1959 

June 26, 1959 

June 26, 1959 

Aug. 21, 1959 

Aug. 27, 1959 

Aug. 27, 1959 

Aug. 28, 1959 

Aug. 31, 1959 

Aug. 31, 1959 

Sept. 3, 1959 

Set Forth 
In Vol. I 
Page 

48 

50 

65 

70 

60 

82 

83 

85 

86 

89 

94 

95 

96 

97 

98 

99 
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Set Forth 
i n Vol. I 

Instrument Date Filed Page 

Reouested Findings of Fact and 
Conclusions of Law of Petitioners 
Continental Oil Company, et al Jan. 18, 1960 100 

Decision of the Court Feb. 17, 1960 115 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 121 

Order Allowing Appeal Mar. 14, 1960 122 

Notice of Appeal Mar. 14, 1960 123 

Certificate Mar. 14, 1960 124 

Proof of Service Mar. 22, 1960 125 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 126 

Order Granting Cross-Appeal friar. 25, 1960 127 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 128 

Stipulation Apr. 12, I960 130 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, I960 135 

Point Relied Upon by Cross-Appellant Apr. 21, 1960 137 
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AND, BE IT REMEMBERED, That on the I3th day of May 1958, 

there was f i l e d tn the office of said Clerk of the D i s t r i c t Court 

of the F i f t h Judicial D i s t r i c t of the State of New Mexico, 

within and for the County of Lea, i n Cause No. 16,220 on the 

C i v i l Docket of said Court, wherein HUMBLE OIL & REFINING 

COMPANY i s Petitioner (concerning the same Orders of and Case 

before the Oil Conservation Commission of the State of New 

Mexico as referred to i n Cause No. 16,213 hereinbefore set f o r t h ) , 

i n words and figures as follow, to-wit: a 

PETITION FOR REVIEW 

Comes now Humble Oil & Refining Company and for i t s p e t i t i o n 

for review of the action of the Oil Conservation Commission of 

the State of New Mexico i n the above styled and numbered case 

and i n the above Orders, alleges and states: 

1. Petitioner i s a corporation duly admitted to do 

business i n the State of New Mexico, and Is the owner of natural 

gas wells situate within the exterior boundaries of the Jaimat 

Gas Pool located In Lea County, New Mexico. 

2. On the 29th day of January, 1958, the Oil Conservation 

Commission of New Mexico entered i t s Order No. R-1092-A i n Case 

No. 1327, on the docket of said Commission, changing the gas 

proration formula applicable to wells i n the Jaimat Gas Pool, 

which formula had been promulgated by Order No. R-520 of the 
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Oil Conservation Commission entered i n Case No. 673 on August 

12, 1954. Petitioner was a party to Cause No. 1327 and was 

affected by Order No. R-1092-A entered therein. Petitioner 

duly f i l e d an Application for Rehearing directed to said Order 

No. R.-1092-A and after rehearing the i l Conservation Commission, 

on the 25th day of A p r i l , 1958, promulgated i t s Order No. 

R-1092-C reaffirming and refusing to modify the provisions of 

Order No. R-1092-A. Petitioner was affected by and dissatisfied 

with the provisions of Order No. R-1092-C, and by this proceeding 

seeks review as provided by law of Orders Nos. E-1092-A and 

R-1092-C above referred to. 

3. The Jaimat Gas Pool i s located i n Lea County, New 

Mexico. After extended hearings, the New Mexico Oil Conservation 

Commission entered on August 12, 1954, i t s Order No, R-520 i n 

Case No. 673, a copy of which said Order No. R-520 i s marked 

Exhibit "A", i s f i l e d with the Clerk of the D i s t r i c t Court of 

Lea County simultaneously with the f i l i n g of this Petition for 

Review and by reference incorporated herein. Copes of said order 

are i n the possession of al.l of the parties to this proceeding. 

Said Order inst i t u t e d gas prorationing i n the Jaimat Gas Pool 

effective January 1, 1955. The Order provided for the method 

of allocation of the allowable among the various wells i n the 

Jaimat Gas Pool, and provided that such allocation should be 

based 1007. upon the acreage dedicated to the particular well. 



Saidcase was regularly advertised and heard, and a l l owners or 

operators or persons interested were afforded an opportunity to 

present their views with respect to the institution of prorationing 

and the allocation formula which was to be adopted for the 

distribution of production among the various wells in the Pool. 

No appeal was taken from Order No. R-520, which Order became 

effective and remained in f u l l and controlling force and effect 

until the action of the New Mexico Oil Conservation Commission 

herein complained of. 

4. Case No. 1327 came on to be heard before the Oil 

Conservation Commission of New Mexico on October 18, 1957, upon 

the application of Texas-Pacific Caol and Oil Company. A copy 

of said application i s attached hereto as Exhibit "B". After 

hearings were held, the Commission on January 29, 1958, entered 

Order No. R-1092-A, a copy of which Is attached hereto as 

Exhibit "Cn and made a part hereof. 

By the terms and provisions of Order No. R-1092-A, the 

Commission denied the application insofar as i t sought the 

termination of prorationing in the Jaimat Gas Pool In Lea County, 

New Mexico, but i t did change the proration formula In said Pool 

from the formula set forth in Order No. R-520 which was based 

100% upon acreage to a formula of 25% acreage and 75% acreage 

times deliverability. 

5. Petitioner timely filed I t s application for rehearing 

before the Oil Conservation Commission of the State of New Mexico, 
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a copy of which application i s attached hereto as Exhibit "DM 

and made a part hereof. The Oil Conservation Commission granted 

a rehearing in accordance with the provisions of order No. 

R-1092-B, a copy cf which i s attached hereto as Exhibit nE"• 

After rehearing, the Oil Conservation Commission entered Order 

No. R-1092-C which found that the provisions of Order No. 

R-1092-A should remain in f u l l force and effect. A copy of 

said Order No. R-1092-C is attached hereto as Exhibit "FS! and 

made a part hereof. 

6. The formula set forth in Order No. R-1092-A which 

introduces a deliverability factor into the proration formula 

i s not a reasonable basis on which to allocate the production 

from the Jaimat Gas Pool among the gas wells in the pool in 

that i t fails to recognize or protect the correlative rights of 

the owners and operators in the pool. The 1007. acreage formula 

for the proration of gas better protects the correlative rights 

of the operators and owners in the pool. The inclusion of a 

deliverability factor in the proration formula would result 

in economic waste and would violate correlative rights including 

those of this petitioner. Petitioner will introduce evidence 

in support of the above allegations upon the trial of this cause. 

7. Petitioner alleges that Orders Nos. R-1092-A and 

R-1092-C are unlawful and are contrary tothe preponderance of 

the evidence and were beyond the power of the Commission to 



enter and are invalid upon the following grounds, to-wit: 

(a) The Oil Conservation Commission in i t s Finding 

No. 5 in Order No. R-1092-A found a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool 

and recoverable gas In place under the tracts dedicated to the 

wells. This Finding was reaffirmed in Order No. R-1092-C, in 

the Commission's Finding No. 2 which was: 

"(2) That after considering a l l the evidence presented 
at the original hearings and the rehearing in this case, 
the Commission reaffirms i t s finding that Texas Pacific 
Coal and Oil Company has proved by a preponderance of 
the evidence that there i s a general correlation between 
the deliverabilities of the gas wells in the Jaimat Gas 
Pool and the recoverable gas in place under the tracts 
dedicated to said wells, and that the inclusion of a 
deliverability factor in the proration formula for the 
Jaimat Gas Pool would, therefore, result in a more 
equitable allocation of the gas production in said pool 
than under the present gas proration formula." 

Petitioner alleges that said finding of the Commission i s 

contrary to the preponderance of the evidence introduced before 

the Commission and i s invalid and void. 

(b) The Order of the Commission i s invalid in that 

even though i t be assumed that i t was proved by a preponderance 

by the evidence: "That there i s a general correlation between 

the deliverabilities of the gas wells in the Jaimat Gas Pool 

and the gas in place under the tracts dedicated to said wells", 

such a finding provides no basis authorized by the statutes of 

New Mexico for modification of the pre-existing acreage formula 

for allocation of gas produced from the Jaimat Gas Pool. 
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(c) The Commission used as a basis for i t s decision 

to Include deliverability in the proration formula of the Jaimat 

Gas Pool, certain factors which are not contemplated or permitted 

by the statutes of New Mexico in the determination of a proration 

formula for a gas pool. Finding No. 6 of Order No. R-1Q92-A 

found, (1) that the inclusion of a deliverability factor in the 

Jaimat Proration Formula would result in the production of a 

greater percentage of the pool allowable, and (2) that i t would 

more nearly enable various gas purchasers in the Jaimat Gas Pool 

to meet the market demand for gas from said pool. Neither of 

said considerations provides any legal basis upon which the 

Commission could allocate production from the Jaimat Gas Pool 

under the statutes of New Mexico. The consideration of such factors 

rendered the decision of the Commission based thereon invalid 

and void. 

(d) The uncontradicted evidence before the Commission 

showed that inclusion of a deliv erability factor in the 

proration formula would result in economic waste in that i t 

would require the expenditure of large sums of money by this 

Petitioner and other operators in the Jaimat Gas Pool in efforts 

to increase the deliverability of gas wells In the pool in order 

to protect their correlative rights, although the ultimate 

recovery from the various tracts would not be appreciably 

increased thereby, and although efforts to increase the 
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d e l i v e r a b i l i t y of wells In the Jaimat Gas Pool could not 

prevent the v i o l a t i o n of correlative rights which would result 

from the inclusion of & d e l i v e r a b i l i t y factor i n the proration 

formula. 

(e) The uncontradicted evidence before the Conservation 

Commission showed that there would be greater drainage across 

adjoining lease lines i f the proration formula were amended to 

include a d e l i v e r a b i l i t y factor than there would be under the 

straight acreage formula. The evidence introduced by the 

applicant was directed only to drainage from area to area i n 

the pool, and did not contradict the evidence offered by the 

Petitioner and other companies that there would be greater 

drainage across lease lines i f the proration formula should be 

changed to include a d e l i v e r a b i l i t y factor. 

( f ) The evidence introduced before the Oil 

Conservation Commission showed that the inclusion of a deliver­

a b i l i t y factor i n the proration formula as ordered by Order 

No. R-1092-A would result i n irreparable injury to the cor­

relative rights of Petitioner and would deprive Petitioner of 

i t s property without due process of law In that i t would permit 

the production by offset operators of natural gas underlying 

tracts owned by Petitioner without affording compensating 

counter-drainage from other adjoining tracts, and would prevent 

Petitioner from producing the recoverable gas i n place i n the 
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Jaimat Gas Pool underlying the tracts upon which the wells of 

this Petitioner are located. 

8. All of the matters alleged hereinabove were set forth 

in Petitioner*s Application for Rehearing before the Oil 

Conservation Commission, as shown by Exhibit "D" attached hereto. 

9. Texas-Pacific Coal and Oil Company was the applicant 

in Case No. 1327, and El Paso Natural Gas Company, Permian Basin 

Pipeline Company, and Southern Union Gas Company appeared in 

said case in support of the application, and the above companies 

together with the Oil Conservation Commission of New Mexico are 

named as respondents in this Petition in accordance with the 

statutes of New Mexico. 

WHEREFORE, Petitioner respectfully prays the Court as 

authorized by Section 19(b) Chapter 168 of the Laws of the State 

of New Mexico, 1949, Section 65-3-22(b), N.M.S.A. 1953, that: 

1. Notice of this Petition for Review be served upon 

respondents in the manner provided for the service of summons 

in c i v i l proceedings upon the adverse parties. 

2. This petition be set for t r i a l , and upon the hearing 

thereof that this Court review the action of the Oil Conservation 

Commission herein complained of. 

3. This Court try this action de novo and determine the 

issues of fact and law presented herein. 

4. This Court enter i t s order vacating Orders Nos. R-1092-A 
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and R-1092-C of the Commission hereinabove referred to. 

5. This Court enter such other or further order in lieu 

of Orders Nos, R-1092-A and R-1092-C as the Court may determine 

to be proper. 

NELSON JONES 
CHARLES E. SHAVER 
FRANK L. HEARD, JR. 
P. 0. Box 2180 
Houston, Texas 

/a/ Howard Bratton 
HERVEY, DOW & HINKLE 
P. 0. Box 547 
Roswell, New Mexico 

Attorneys for Petitioner, Humble Oil 
& Refining Company 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NC, 1327 
Order No. R-1092-A 

APPLICATION OF TEXAS PACIFIC COAL & 
OIL COMPANY FOR AN ORDER IMMEDIATELY 
TERMINATING GAS PRORATIONING IN THE 
JALMAT GAS POOL; OR IN THE ALTERNATIVE, 
REVISING THE SPECIAL RULES AND REGULATIONS 
FOR THE JALMAT GAS POOL IN LEA COUNTY, 
NEW MEXICO. 

APPLICATION FOR REHEARING 

Comes now Humble Oil & Refining Company and requests a 

rehearing i n the above case with respect to the matters herein­

after referred to which were determined by Order No. R-1092-A 

of the New Mexico Oil Conservation Commission i n connection 

with the above styled case, and i n support thereof respectfully 

shows: 

I . 

Applicant owns and operates o i l and gas leases and gas 

wells within the Jaimat Gas Pool i n Lea County, New Mexico. 

Applicant i s affected by Order No. R-1C92-A, which was entered 

by the Commission under date of January 29, 1958. 

EXHIBIT "D" 
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I I . 

Order No. R-1092-A contains two findings, Nos. 5 and 6, 

which are the basis upon which Finding No. 7 as to de l i v e r a b i l i t y 

i s made, and upon which said Order amends previous orders of the 

Commission to include a de l i v e r a b i l i t y factor i n the proration 

formula. Paragraph 2 of Order No. E-1092-A amends a l l orders 

previously issued by the Commission tc provide for an "acreage 

factor" for allowable purposes. Paragraph 3 of Order No. 

R-1092-A provides that Order No. R-520 as amended by Order 

No. R-967 be revised effective July 1, 1958, to include a 

del i v e r a b i l i t y factor i n the gas proration formula of the Jaimat 

Gas Pool. Said paragraph provides for the d e l i v e r a b i l i t y factor 

and sets forth how i t shall be carried into effect. 

I I I . 

Applicant alleges that the Commission Is without j u r i s d i c t i o n 

or authority, and is estopped i n equity and justice to entertain 

the application of Texas Pacific Coal & Oil Company i n regard 

to the above matters i n Order No. R-1092-A, and that Texas 

Pacific Coal & Oil Company was estopped to apply for an amendment 

to the proration formula for the Jaimat Gas Fool, and that I f 

the Commission does have j u r i s d i c t i o n and there was no estoppel, 

the said order, i n regard to the above matters, i s discrimina­

tory, erroneous, i l l e g a l aad inv a l i d , and a rehearing i s re­

quested i n respect to sale matters. In support thereof, 

(Exhibit "D?) 
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Applicant states: 

1. The application of Texas Pacific Coal & C i l Company 

i n case No. 1327, to the extent that I t sought the inclusion 

of a d e l i v e r a b i l i t y factor i n the proration formula of the 

Jaimat Gas Pool constituted e collateral attack upon Order 

No. 520 i n Case Nc. >73 of this Commission, entered on the 

12th day of August 1954, and the Conaaission was without 

j u r i s d i c t i o n to entertain said application, and said application 

cannot be made the basis of a valid order i n Case No. 1327 

insofar as the changing of the basis for allocation of production 

from the Jaimat Gas :'ool from a 100% acreage basis to include a 

del i v e r a b i l i t y factor i n the proration formula. 

2. Order No. Is,-520 entered by this Commission i n Case 

No.673 constituted a f i n a l decision th&t the proration formula 

for the Jaimat Gas Pool should be on a 100% acreage basis. No 

appeal was taken front the f i n a l decision of the Commission so 

ordered, and the Commission cannot now on the basis of the 

application and record i n this cause enter a valid order changing 

the basis for the allocation of production from the Jaimat Gas 

Pool. 

3. Texas Pacific Coal & Oil Company, the applicant i n 

Case No. 1327, was & participant i n Case No. 673, and in said 

case supported the inclusion of de l i v e r a b i l i t y i n the proration 

formula, which request was considered by the Commission and denied 

(Exhibit nD") 
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therein. No appeal was taken by Texas Pacific Coal & Oil 

Company from the final decision of the Commission so ordered 

and said company i s now estopped to request a change in the 

proration formula for the Jaimat Gas Pool. On the basis of the 

record in this case, the Commission is without authority to 

revise, modify or change Order No. R-520 to now provide that the 

proration formula for the Jaimat Gas Pool shall Include a 

deliverability factor. 

4. Order No. R-1G92-A i s invalid and discriminatory and 

deprives the owners of properties in the Jaimat Gas Pool of 

their property without due process of law in that the owners of 

interest in said gas pool have acted in reliance on Order No. 

R-520 and have expended substantial sums of money on their pro­

perties In the Jaimat Gas Pool after the issuance of said Order, 

and have vested property rights therein, which property rights 

will be impaired by the inclusion of a deliverability factor 

in the proration formula for the Jaimat Gas Pool. 

5. As a result of the aforesaid expenditures and other 

actions by the owners in the Jaimat Gas Pool in good faith in 

reliance upon the existing proration rules in Order No. R-520 

the Commission is as a matter of equity and justice estopped 

from amending said proration order to include a deliverability 

factor which amendment would discriminate against owners who 

have acted in reliance upon the existing proration formula. 

(Exhibit «D«) 
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6. *inding No. 5 In Order No, R-1092-A i s : 

"That the Applicant has proved that there i s a general 
correlation between the deliverabilities of the gas wells 
ln the Jaimat Gas Pool and the gas in place under the 
tracts dedicated to said wells, and that the inclusion of 
a deliverability factor in the proration formula for the 
Jaimat Gas Pool would, therefore, result In more equitable 
allocation of the gas production in said pool than under 
the present gas proration formula.*' 

Applicant alleges that this finding i s contrary to, and wholly 

without support in the evidence and i s therefore erroneous and 

invalid. In further support of the grounds here alleged, there 

is attached hereto as Exhibit WA" a vertical bar graph depicting 

the relationship between the recoverable gas in place under the 

58 tracts which were the subject of testimony and exhibits 

presented by this applicant and other operators before the 

Commission on December 9, 1957, and the deliverability of the 

58 gas wells located on said tracts. Said exhibit i s based 

upon the testimony and the record in this case and clearly 

demonstrates the total absence of correlation between the 

deliverabilities of gas wells in the Jaimat Gas Pool and gas in 

place under the tracts dedicated to said wells. I f afforded an 

opportunity to do so, applicant will present further evidence 

in this regard but asserts that on the evidence heard by the 

Commission i t i s clearly shown that no such correlation exists, 

and that therefore the entire Finding No, 5 i s erroneous and 

invalid. 

7. Even though i t i s assumed that i t has been proved as 

(Exhibit "D") 
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stated in Finding No. 5 that 'there i s a general correlation 

between the deliverabilities of the gas wells in the Jaimat 

Gas Fool and the gas in place under the tracts dedicated to said 

wells", said Finding provides no basis authorized by the statutes 

of New Hexico for modification of the formula prescribed by 

Order No. R-520 for the proration of gas produced from the 

Jaimat Gas Fool. 

8. The Commission has used as a basis for i t s decision to 

include deliverability in the proration formula certain factors 

which are not contemplated or permitted by the statutes of New 

Mexieo in the determination of a proration formula for a gas 

pool. Finding No. 6 of said Order No. R-1092-A i s : 

"That the inclusion of a deliverability factor in the 
proration formula for the Jaimat Gas Pool will result 
in the production of a greater percentage of the pool 
allowable, and that i t will more nearly enable various 
gas purchasers in the Jaimat Gas Pool to meet the market 
demand for gas from said pool." 

Neither of said considerations provides any legal basis for the 

allocation of production among the gas wells in a gas pool. 

9. Order No. R-1092-A will result in underground waste 

since many wells in the Jaimat Gas Pool are old wells and the 

condition of many of such wells i s such that the action required 

of a prudent operator under Order No. R-1G92-A will necessarily 

result in the underground waste of natural gas. 

10. Order No. R-1092-A will result in economic waste In 

that i t will require the expenditure of a large sum of money by 

(Exhibit "D") 
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this applicant to increase the deliverability of Its gas wells 

In an effort to protect i t s correlative rights, although the 

ultimate recovery from the tracts owned by this applicant will 

not be appreciably increased thereby, and although efforts of 

operators to increase the deliverability of wells In the Jaimat 

Gas Pool cannot prevent the violation of correlative rights 

which will result from the inclusion of a deliverability factor 

in the proration formula. 

11. Order No. R-1G92-A l s invalid in that the burden of 

proof was upon the applicant in this case, by a preponderance 

of the evidence, to show a valid reason on a ground authorized 

by the statutes of New Mexico for the inclusion of deliverability 

in the proration formula for the Jaimat Gas Pool, and the 

applicant did not sustain this burden of proof. 

12. Order No. R-1092-A results in irreparable injury to 

the property rights of applicant and to i t s correlative rights 

In that tt permits drainage from under tracts in the Jaimat 

Gas Pool owned by this applicant, which drainage i s not equalized 

by counter drainage. This deprives applicant of i t s property 

without due process of law In violation of Amendment 14 of the 

Constitution of the United States and Article I I , Section 18 of 

the Constitution of the State of New Mexico. 

WHEREFORE, Applicant respectfully requests the Commission 

that a rehearing be granted in the above case as to those portions 

(Exhibit ,fDn) 
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of Order No. R-1092-A wliich amend the previous orders of the 

Commission to provide for the inclusion of a deliverability 

factor in the allocation formula of the Jaimat Gas Pool subsequent 

to July 1, 1958, and that after rehearing the Commission rescind 

i t s order in the above respects, and retain the proration 

formula established by Order No. R-520. 

HUMBLE OIL & REFINING COMPANY 

By /s/ Howard C. Bratton 
Hervey, Dow & Hinkle 
P. 0. Box 547 
Roswell, New Mexico 
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AND, THERE AFTER, to-witi On the 12th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,220, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now Respondent, Oil Conservation Commission of New 

Mexico, and for i t s response to the Petition for Review, states: 

1. I t admits the allegations of Paragraphs I , 2, 3, 4, 5, 

8 and 9. 

2. I t denies the allegations of Paragraph 6 and i t further 

denies that the Petitioner iaay, without limitation, Introduce 

evidence before the Court. 

3. I t denies the general allegations of Paragraph 7 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are contrary to the evidence, and were beyond 

the power of the Commission to enter and were invalid." 

4. I t denies the allegations of Paragraphs 7(a) through 

7(f), including a l l legal concluaions set forth therein. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders No. R-1092-A and R-1092-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 

i t may determine to be proper. 
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/s/ William J . Cooley 

/s/ Oliver E. Payne 

Attorneys for Respondent, Oil 
Conservation Commission of New 
Mexico. 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 13th day of June 1958, there 

was filed in the office of said Clerk, in said Cause No. 16,220, 

ln words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent, Texas Pacific Coal and Oil Company, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, and 

hereby adopts the Response herein filed on behalf of the Oil 

Conservation Commission of New Mexico as i t s Response in the 

same manner and to the same extent as though each paragraph 

thereof was herein fully set out. 

TEXAS PACIFIC COAL AND OIL COMPANY 

By: /s/ Jack M. Campbell 
Campbell & Russell 
?. 0. Box 721 
Roswell, New Mexico 

Attorneys for Respondent 

(Service of pleading 
certified to.) 



AND, THEREAFTER, to-wit: On the I6th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,220, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Comes now the respondent Southern Union Gas Company, a 

foreign corporation, pursuant to Rule 10(c) of the Rules of 

Civil Procedure, and hereby adopts the Response herein filed on 

behalf of the respondent Oil Conservation Commission of New 

Mexico as i t s response, in the same manner and to the same extent 

as though each paragraph thereof was herein fully set out. 

WILLIS L. LEA, JR., and A. S. GRENIER 
Burt *uilding, Dallas, Texas 

MANUEL A. SANCHEZ 
Santa Fe, New Mexico 

By /s/ Manuel A. Sanchez 

Attorneys for the above named respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,220, in words and figures as follow, to-wit: a 

RESPONSE TO PETITION FOR REVIEW 

Conies now Respondent, El Paso Natural Gas Company, a 

Delaware corporation, and for i t s response to the Petition for 

Review herein, states: 

1. I t admits the allegations of Paragraphs 1, 2, 3, 4, 5, 

8 and 9. 

2. I t denies the allegations of Paragraph 6 and i t further 

denies that the Petitioner may, without limitation, introduce 

evidence before the Court. 

3. I t denies the general allegations of Paragraph 7 that 

the Orders complained of are "unreasonable, unlawful, capricious 

and arbitrary and are contrary to the evidence, and were beyond 

the power of the Commission to enter and were invalid." 

4. I t denies the allegations of raragraphs 7(a) through 

7(f), including a l l legal conclusions set forth therein. 

WHEREFORE, Respondent prays the Court: 

1. That the Petition for Review be dismissed. 

2. That Orders Nos. R-1092-A and R-1G92-C of the Commission 

be affirmed. 

3. That the Court enter such Order, or further Orders, as 
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i t may determine to be proper. 

HARDIE, GRABBLING, SIMS & GALATZAR 
P. 0. Box 153 - El Paso, Texas 

BY: /s/ A. L. Grambllng 

COWAN AND LEACH 
Hobbs, New Mexico 

BY: /s/ Ray C. Cowan 
Attorneys for Respondent, 
El Paso Natural Gas Company 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the 16th day of June 1958, 

there was filed in the office of said Clerk, in said Cause 

No. 16,220, in words and figures as follow, to-wit: a 

RESPONSE 

Comes now Respondent Permian Basin Pipeline Company, and, 

pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby 

adopts the response herein filed on behalf of the Oil Conserva­

tion Commission of New Mexico as its response in the same 

manner and to the same extent as though each paragraph thereof 

was herein fully set out. 

PERMIAN BASIN PIPELINE COMPANY 
Respondent 

By /s/ Robert W. Ward 

Robe -t W. Ward 
201 North Love 
Lovington, New Mexico 

Lawrence I . Shaw 
F. Vinson Roach 
Patrick J . McCarthy 
2223 Dodge Street 
Omaha 1, Nebraska 

Attorneys for Permian Basin 
Pipeline Company, Respondent 

(Service of pleading 
certified to.) 
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AND, THEREAFTER, to-wit: On the dates set forth below, 

there was fil e d i n the office of said Clerk, i n said Cause 

No. 16,220, instruments identical in words and figures to those 

f i l e d i n Cause No. 16,213 as follow, to-wit: 

Set *orth 
i n Vol. I 

Instrument Date Filed Page 

Motion for Pre-Trial Conference July 3, 1938 48 

Minutes - Pre-Trial Conference Sept. 9, 1958 50 

Petitioners 1 Offer of Proof Sept. 15 , 1958 65 

Statement of the Case Sept. 23 , 1958 70 

Petitioners* Supplemental Offer 
of Proof Sept. 23 , 1958 80 

Motion June 12, 1959 82 

Order June 12, 1959 83 

Stipulation June 26, 1959 85 

Respondents* Offer of Proof June 26, 1959 86 

Requested Findings of Fact and 
Conclusions of Law Aug. 21, 1959 89 

Motion Aug. 27, 1959 94 

Order Aug. 27, 1959 95 

Certificate Aug. 28, 1959 96 

Motion Aug. 31, 1959 97 

Order Aug. 31, 1959 98 

Certificate Sept, 3, 1959 99 
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Set Forth 
irt Vol. I 

Instrument Date Filed Page 

Requested Findings of Fact and 
Conclusions of Law of Petitioners 

Continental Oil Company, et al Jan. 18, 1960 ioo 

Decision of the Court Feb. 17, 1960 xi5 

Judgment Feb. 17, 1960 120 

Motion for Allowance of Appeal Mar. 14, 1960 ^21 

Order Allowing Appeal Mar. 14, 1960 122 

Notice of Appeal Mar. 14, 1960 x23 

Certificate Mar. 14, 1960 I 24 

Proof of Service Mar. 22, 1960 1 25 

Motion for Allowance of Cross-Appeal Mar. 25, 1960 £26 

Order Granting Cross-Appeal Mar. 25, 1960 i 27 

Notice of Allowance of Cross-Appeal Mar. 28, 1960 1 28 

Stipulation Apr. 12, 1960 1 3 Q 

Order Apr. 12, 1960 133 

Praecipe Apr. 12, 1960 135 

Point Relied Upon by Cross-Appellant Apr. 21, 1960 137 
irk "kirk * * 
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vaaa «ay fc* aftta*** at aay tij&a wiffjvo ratwru tfaea **ia» f»?aaaa£a4 

by U>* «ttar»*¥* gar tlaa IHttitiaawr*-
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