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BE IT 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 Pistrict of the State of New Mexico, within
and for the County of Lea, in Caguse 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 ROS,
R-1UYZ-A AND R~1092-C ENTERED BY THE OIL CONSERVATION COMMISSION
OF THE STATE OF KEW MEXICO IN CASE NO. 1327, CONTINENTAL OIL
COMPARY, A Corporation, is Petiticner, and OIL CONSERVATION
COMMISSION OF NEW MEXICO, Composed of Edwin L. Mechem, Member and
Chatirman, Murray E. Morgan, Member, and A. L. Porter, Member and
Secretary; TEXAS PACIFIC COAL & OIL COMPANY, A Corporation;

EL PASO RATURAL GAS COMPANY, a Corporation; SOUTHERN UNION GAS
COMPANY, A Corporation; and PERMIAN BASIN PIPELINE COMPANY, A
Corporation, are EHespondentg, in words and figures as follow,

to~wit: a

PETITION FOR REVIEW OF ACTIOR OF
THE OIL CONSERVATIOR COMMISSION OF NEW MEXICO

Comes now Continental Oil Company, hereinafter called peti-~
tioner, and petitions the Court for review of the action of the
011 Congervation Commission cf the State of Kew Mexico in Case
No. 1327 on the Commission's docket, and Orders No. R-1092-A gnd

No. R-109%2~C entered therein, and states:



1. Petitioner is a corporation organigzed under the laws of
the State of Delaware duly gdmitted to do business in the State
of New Mexico, and 1s the owner and operator of natural gas wells
situate within the extedor boundaries of the Jalmat Gas Pool,
located in Lea County, New Mexico; respondent 8il 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 matters relating to the conservation
of oil and gas in the State of New Mexico, the prevention of
waste, and the eniorecement of the Congervation Act of the State
of New Mexico, being Chapter 65, Article 3, New Mexico Statutes
Annotated, 1953 Compllation, as amended; respondent Texas Pacific
Coal & 0Oil Company 18 a foreign corporation admitted to do business
in the State of New Mexico; respondent El Paso Natural Gas Company
1s a foreign corporation admitted to do business in the State of
New Mexico; respondent Southern Union Gas Company 1s 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, 1l%58, the 011'Conscrvatian
Commissaion of New Mexico entered its Order No. R~1092-A in
Case No. 1327 on the docket of said Commission, changing the exist-

ing gas proration formula spplicable to wells in the Jalmat Gas



Pool, which existing formula had been promilgated by Crder
No. R=520 of the 01l Conservation Commission, entered in Case
No. 673 on August 12, 1Y54.

3. Petitioner was a party to Case No. 1327 and was aifected
by Order Ko. R-1092-A entered therein. Petitioner duly filed
an application for rehearing directed to sald Order No. R-1092-A,
and after rehearing the Uil Conservation Commission, on the 2Zith
day of April, 1958, entered its order No. R-1UY2-C, re-affirming
and refusing to modify the provisions of Order No. R-10Y2-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«1092-C entered therein.

4, The nature of the proceeding before the Cil Consgervation
Commission of New Mexico is briefly as follows:

(a) The Jalmat Gas Pool is a pool defined and delineated
by the 01l Conservation Commigsion, 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 Jalmat Gas Pool, said Order MNo. R-520
having been entered in Case No. 673 on the Commission's docket.
Said order provided for allocation of the allowable gas production
emong the various wells in the pool on the basis of 100 per cent

of the acreage dedicated to each individugl well. All owners and
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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 complaeined
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. Cories of sald order are in
the possession of, or avallable to, all parties to this proceeding.
(b) In the year 1957 Texas Pacific Coal & Oil Company
filed its application with the Comxission seeking an order
immediately terminating gas prorationing in the Jalmat Gas Pool,
or in the slternative, for an crder cancelling all accumulated
underproduction with redistribution of allowables, and establisgh~
ing a new proration formula containing deliverability as a factor
in sald proration formmla. A copy of said application is attached
hereto, marked Exhibit B, and made a part hereof.
(c) The gpplication of Texas Pacific Coal and 0il
Company was heard as tommissiou Cagse 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 herecf. By terms of gaid Order No. R-~1092-A,
the Commission denied the application of Texas Pacific Coal & O1il
Company insofar as it sought the termination of prorationing in the

Jalmat Gas Pool, and Cancellation and redigtribution of allowgbles



in said pool, but it 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 735 per cent acreage times deliverabilit;

(d) On February 17, 1958, aend within the time allowed
by law, petitioner filed its application for rehearing on Oxder
No. R-1092-A, a copy of which application 1s attached hereto,
marked Exhibit D, and made a part hereof. The Commission granted
rehearing in accordence with its Order No. R~1092-B, copy of which
is attached heretc, 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-
vigions of VYrder 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 0il Conservation Commission of New Mexico in Case No. 1327
were Texas Pacific Coal & Oil Company, E1 Paso Natural Gas Company,
Permian Bagin 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 Ko,
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 0il Conservation Commission of New Mexico:

iy



(a) Thesgplication of Texas Pacific Coal & Oil écmpany
in Case No. 1327, to the extent that it sought the inclusion of
a deliveragbility factor in the proration formula of the Jalmat
Gas Pool, constituted a collateral attack upon Order No. R-SZG'
entered in Case No. 673 before the Commigsion, and therefore should
not have been entertained by the Commission, and could not be
the basis of a valid order in Case No. 1327 ingofar as changing
of the basis of allocation of allowable production from the
Jalmat Gas Pool from 100 per cent acreage to include a deliver-
ability factor in the proration formula is concerned.

(b) Order No. R-520, entered in Case No. 673 on the
Commigsion's docket constituted a final determination that the
allocation of the allowable production from the Jalmat Gas Pool
should be made on a 100 per cent acreage basis. Ko agppeal was
taken from the final decision of the Commigsion in Case No. 673,
and the application im Case No. 1327 did not allege, and the
record in said case does not show any change of conditions in
the Jalmat Cas Pool, or that sny waste would result from retention
of the 100 per cent acreage allocation formula. On the basis
of the agpplication and therecord, the Commission was without
authority or jurisdiction to modify or change the proration formula
ordered in Case No. 673 by its Order Ro. R-520.

(¢c) Texas Pacific Coal & 011 Company, the spplicant
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 sald company was estopped to request a
change in the proration formula for the Jalmat Gas Pocol 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 per cent
acreage formula. No such allegations were made and no such
evidence was introduced, and therefore the Commission was without
authority tc revise, modify or change Order No. R-520 to provide
that the proration formula for the Jalmat Gas Pool should contain
a deliverability factor.

(d) The 0il Congervation Commission in its Finding
No. 5 in Order No. R-1092-A, Exhibit C attached hereto, and in
its Order No. R-10Y2-C, Exhibit F attached hereto, found there is
a general correlation between the deliveragbilities of the gas
wells in the Jalmat Gas Fool and the recoverable gas in place
under the tracts dedicated toc said wells. Such findings by the
Lommission 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) Commigsion's Orders No. R-1092-A and No. R~1092-C
are invliaid in that eventhough it be assumed that it was proved
by a preponderance of the evidence: "That there is a general
correlation between the delivergbilities of the gas wells in the
Jalmat Gas Pool and the gas in place under the tracts dedicated

to said wells,” as found by the Commigsion, such a finding provides



no basis asuthoriged by the statutes of New Mexico for modification
of the pre-existing acreage formula for allocation of allowable
production of gas from the Jalmat Gas Pool.

(£) The Commission used as a basis for its decision
in Case No. 1327 tc include deliverability in the proration
formula of the Jalmat Gas Pool, 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
Commigsion's order No. R-10YZ-A found, (1) that the inclusion of
a deliverability factor in the Jalmat 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 in the Jalmat Gas Pool to meet the market demand
for gas from said pool. Neither of sald considerations provides
any legal basis upon which the Commigsion could allocgte production
from the falmat Gas Pool under the statutes of New Mexico. The
congideration of such factors rendered the decision of the
Commigsion based thereon invalid and void.

(g) The uncontradicted evidence before the Commission
showed that inclugion of a deliverability factor in the proration
formula would result in economic waste in that it would require
the expenditure of large sums of money by this petitioner and
other operators in the Jalmat Gas Pool in eforts to increase the
deliverability of gas wells in the pool in order to protect their

correlative rights, although the ultimate recovery from the



vericus tracts would not b appreciably incressed thereby, and
although efforts tc incresse the deliverability of wells in the
Jalmat Cee Fool could not prevent the violationm of correlative
vights which would result from the inclusion of g deliverghility
factoy in the provetion formula, and Orders Ko, Rel0Y2e-i and

Ko, R=1092-C are therefvre in viclation of and contrary to the
Commiggion's statutory duty to prevent waste and protect correlative
rights, and are therefore fovelid snd void.

(h) The uncentradicted svidencs before the Conmigsion
showed that the inclusion of a deliverebility factor in the Jalmat
Gas Tool proration formula would result in underground waste in
that many of the wells in the Jalmet Gas Pool have been corplated
for ten to twenty years, and that theiyr condition fs such thet
the action required of a prudent operator under & provation
foraula coutaining a deliversbility factor would necessarily
vesult in the underground waste of nmatursl gas, since efforts to
increase the deliveradbility of older wells would result in the
legs of sowe wells, and Crders No. R-lU%2-A and No. R=1092-C
are in viclation of the Cosmission's statutory duty to preveat
waste and protect correlative rights, and are thersfors invalid
and vold.

(1) The unumtradicted evidence before the 0Ll Cone
sexvation Comeigsion showed that there wuuld be greater drainape
across agdioining lesse lines 1f the proration formils wers
sanded to include & deliverability factor than there would be
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under the straight acreage formuls. Evidence introduced by the
applicant was directed only to drainege from area to area in the
poel, and did not contradict the evidence offered by the petitioner
and other companles that there would be greater drainage acrcss
lease lines if the proration formula should be changed to

include a deliverability factor.

(j) The evidence shows that the inclusion of a
deliverability factor in the prorsation formula as ordered by Order
No. R~1092-A would result in irreparsble injury to the correlative
rights of petitioner and would deprive petitioner of its property
without due process of law in that it 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
Jalmat Gas Pool underlying the tracts upon which the wells of
this petitioner are located.

(k) Orders Ro. R-1092-A and No. R-1UY2~C are unreason-
able, arbitrary and discriminatory and the effect of sald orders
is to confiscate and deprive petitioner of its 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 1I, Section 18 of the Constitution of the State cf
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 Jalmat Gas Poo}, which rights will be impaired by said
orders No. R-1092-A and R~109%2-C,

(1) Order No. R-10U%2-A and as it was reaffirmed by
Order No. R-1092-C, inscfar as it purports to revise and change
the existing allocation formula for the Jalmat Gas Pool is 8o
vague, indefinite and uncertain as to leave this petitionmer without
knowledge or information as tc the meaning thereof, and renders
sald Order No. R~10Y92*A invalid and void, particularly as to
paragraph (3) of said order insofar as it purports to revise,
effective July 1, 1958, Rule & of the Special Rules and Regulations
for the Jalmat Gas Pool.

(m) The orders of the Commission, review of which is
here sought, are unlawful, unreasonable, arbitrary and capriciocus
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 Urder No. R-52U hereinabor e 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 lcens made upon producing properties and royalties
based upon the proration formula existing under Order No. R-3520,
and likewise refused the cpportunity to present proof of commmi-

tization of properties which had occurred under the acreaze
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allocation tormula with reterence to which this petitioner and
other parties in compargble positions sustain irreparable injury
as the result of the inclusion of a deliverability factor in the
proration formula of the Jalmat Gas Pool.

7. Thig petitioner is the owner of oil and gas leases and
gas wells, and is the operator of gas leases and gas wells
producing within the limits of the Jalmat Gas Pool in Lea County,
New Mexico, and is affected by the orders of the Commission review
of which are here sought, and is dissatisfied with the disposition
of the application for rehearing, and thig 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 is not a reasonable basis upon
which to prorate and allocate the allcwable gas production from
the Jalmat Gas Pool in that it fails tc recognize or protect
correlative rights, and will result in waste, and is 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 &
deliverability factor in the proration formula will result in
economic waste, underground waste, and will viclate correlative
rights of operators, including those of petitioner. Petitioner
stands ready to introduce evidence in support of these allegations

upon the trial 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 Mexico, 1949, Section 65-3-22, New Mexico Statutes Annotated,
1853 compilation, that:

1. Notice of this Petition for Review be served in the
marmer provided for the service of summons in civil proceedings
upon the 0il Conservation Commigsion of New Mexico by service
upon the members thereof, upon Texas Pacific Coal & Cil Company,
and upon the parties who entered appearances in Case No. 1327
in support of the application of Texas Pacific Coal & Oil Company,
being E1 Pasc Natural Gae Company, Permian Basin Pipe Line
Company and Southern Unicn Gas Company.

2. This Petition be set for trial in the manner provided
by law, and that this Court review the action ¢f the 0Oil
Conservation Commigsion herein complained of.

3., This Court try this action denovo, as provided by law,
and determine the issues of fact and law pregented herein.

4, This Court enter its order vacating and setting aside
Orders No, R~-1092-A and No, R-1082-C of the Commigsion hereinabove
referred to, and enter in lieu therecf its order affirming and
making permanent Commigsion's Order No., R~320 of the 0Oil
Conservation Conmission.

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

modifying or in lieu of Orders Nos. R-1092-4 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

F, 0. Box 1713

54% East San Francisco
Santa Fe, New Mexico

By /s/ Jason W. Kellghin
Jason W. Kellahin

Attorneys for Fetitioner, Continental
0141 Company.



BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPCSE OF CONSIDERING:
CASE NO. 673
ORDER NO. R=520

THE APPLICATION OF THE OIL CONSERVATION
CCIMISSION UPON ITS OWN MOTION FOR AN
CRDER AMENDING, REVISING OR ABROGATING
EXISTING RULES AND REGULATIONS OF THE
CIL CONSERVATION COMMISSION, AND/OR
FROIULGATING RULES AND REGULATIONS,
RELATING TO GAS POOL DELINEATION, GAS
PRONRATION, AND OTHER RELATED MATTERS,
AFFECTING OR CONCERNING THE JALCO,
LANGMAT, EULMDNT, AND ARROW GAS POOLS,
LEA COUNTY, NEW MEXICO. :

ORDER OF THE COMMISSION
BY THE COUMISSION:

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 0il 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
criating 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 dug 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 "Jalmat Gas Pool"” and delineated as set forth in this order.



-l
Order No. R~520

(5) That the produqing capacity of the gas wells in the Jalmat, Eumont and Arrow
Gas Pools 1s greater than the market demand for gas from each of such pools.

16) That for the prevention of waste it is necessary to allocate and prorate the
gas production among the gas wells in the Jalmat, Eumont and Arrow Gas Pools in accord-
ance with provisions of this order.

(7) That thle 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 Jalmat, Eumont and Arrow gas pools be prorated in accordance
with the terms and provisions of this order.

(8) That the Rules and Begulations 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 Jalmat, Eumont and Arrow gas pools upon a Teason-
able basis and give appropriate recognition to correlative rights.

(9) That one gas well in the Jalmat, 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:s Cooper-~Jal Oil Pool,
Langlie~Mattix Oil Pool, South Eunice 0il Pool, Penrose~Skelly Oil Pool, Leonard 0il Pool,

South Leonard 0il Pool, Hardy 0il Pool, Rhodes 0il Pool, Jalmat 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 0Oil Pool, Hardy Oil Pool, Penrose-
Skelly Oil Pool, Leonard Oil Pool, South Leonard 0il Pool, should be redefined as provid-
ed hereinafter in this order so that the vertical limits of the said oll 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 0il 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 Jalmat, 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 THEREFCRE ORDERED:

(1) That the Jalmat Gas Pool be and the same hereby is created. The vertical limits
of the Jalmat 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 Jalmat Gas Pool shall be the area as described
in Exhibit "A" atteched hereto and made a part hsreof.

(2) That the verticsl limits of *he Eumont Gas Pool, héretofore created, shall ex-
tend from the top of the Yates formation to the base of the Queen formation, thereby in-
cluding all of the Yates, Seven Rivers and Queen formations. The horizontal limite of the

Eumont Gas Pool shall be the sres as described in Exhibit *B" 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 o) attachod horeto 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 ghall be the area as described in Exhibit "D" asttached here~
to and made a part hereof.

(5) That the vertical limits of the Arrowhead 0il Pool shall include all of the
Grayburg formation.

(6) That the vertical limits of the following oil pools, h.rotéfore created, define
ed and described shall extend from a point 100 feet above the bsse of the Seven Rivers
formation to the base of the Queen formation.

Cooper=Jal Gil Pool
South Eunice 011 Pool
Langlie-Mattix QL] Pool

(7) That the horizontal limits of the Cooper~Jal Oil Pool shall be the area as
described in Bxhibit "B" attached hereto and made a part hereof.

- (8) That the horizontal limits of the Langliee-Mattix Oil Pool shall be the area as
described in Exhibit "F" attached hereto and made a part hereof.

(9) That the horizontal limits qf the South Eunice 011 Pool shall be the area as
described in Exhibit "G" attached hereto and made a part hereof.

(10) Thet no gas, either dry gas or casinghead gas, shall be flared or vented in

the following pools unless specifically suthorized by order of the Commission after
notice and ‘hearing:

Bunice~Monument 011 Pool
South Eunice 01l Pool
Hardy Oil Pool
Penrose~Skelly Oll Pool
Cooper=Jal 0il Pool
Arrowhesd Qil Pool
Langlie~Mattix 01l Pool
Rhodes 01l Pool

Leonard Gil Pool

South Leonhard 0il Pool
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Eaves Gil Pool
Arrow Gas Pool
Eumont Gas Fool
Jalmat Gas Pool

This rule shall become effective November. 1l,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 iisted above.
Within 15 days after completion of any o0il or gas well within the boundaries of the above
listed pools, the operator shall file Form C~110 designating the disposition of gls 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-flare" provisions
of this rule, provided however, that the restriction may be 1lifted 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
im excess of the normsl unit allowable as ordered by the Commission under the provisions
of Rule 5053 Cooper-Jal Oil Pool, Langlie~Mattix Oil Pool, South Eunice 0il Pool, Penrose-
Skelly Oil Pool, Leonard Oil Pool, South Leonard Oil Pool, Hardy Oil Pool and Rhodes 0il
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 Jalmat Gas Pool.

(13) That that portion of the Rhodes Storage Area lying within the defined iimits
of the Jalmat Gas Pool shall be exempted from the applicable provisions of the Jalmat
Gas Pool Rules- The Rhodes Storage Area shell include the following described area:

TOWNSHIP 26 South, RANGE 37 East, NMPM
Sec. 41 W/2 NW/4, SE/4 SE/4, W/2 SE/4, SW/43
Sec. 5: All

Sec. 63 NE/4 NW/4, NE/4, SE/4 SE/4, N/2 SE/4
Sec. 71 §5/4 NE/4

Sec. 8t N/2, N/2 §/2, SE/4 sW/4, §/2 sr-:/4
Sec. 93 All

Sec. 103 W/2 NW/4, SE/4 NW/4, S/2

Secso 15 & 163 All

Sec. 17¢ E/2 NW/4, E/2

Sec. 20: E/2

Secs. 21 & 221 All

Sec. 231 SW/4 Nw/4, Sw/4

SecCsa 26, 27, & 28: All

Sec. 29: E/2 NE/4

That special pool rules applicable to the Jalmat Gas Pcol be, and the same hereby
are promulgated as follows:
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SPECIAL RULES AND REGULATIONS FOR
THE JALMAT GAS PCOL

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
Jalmat Gas Pool shall be classified as a wildcat well. Any well drilled less than one
mile outside the boundary of the Jalmst Gas Pool shall be spaced, drilled, operated and
prorated in accordance with the regulations in effect in the Jalmat Gas Pool.

- RULE 2. Each well drilled or recompleted within the Jalmat 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 Jalmat 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 xule. v

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

Applicantg shall furnish all operators within a 1980-foot radius of the subject well
a copy of ‘the application to the Commigsion, 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 spproving 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, Paragrsph (k), shall not apply to the
Jalmat 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
Jalmat Gas Pool, a standard proration unit shall consist of between 632 and 648 contiguous
surface acres substantially in the form of a pquare which ghall 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 nonestandard §é8 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-gtandard proration unit expressed in acres to 640 acres.

Any gas proration unit containing batween 632 and 648 acres shall be considered to contain
640 acres for the purpose of computing allowabless
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In establishing s 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 m»y be assigned to the well for the purposes of gas proration; provided, however,

" thst any well drilled to and producing from the Jalmat Gas Pool, as defined herein, prior

to the effective date of this order st & location conforming with the spacing requirements
gffective at the time said well was drilled shall be granted a tolerance not exceeding 330
feet with respect to the regquired 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

' ’
(bg 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 exiet and the following provisions are complied withj

l. The non-gtandard 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 ba
productive of gas.

4. The length or width of the non-gtandard 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-gtandard
gas proration unit is situated and which acreage is not included in said non-standard gas
proration unit, and (k) all operators owning interests within 1500 feet of the well to
which such gas proration unit is proposed to be allocated. -

6. In lleu of paragraph 5 of this rule, the applicant may furnish proof of the
fact that said offset operators were notified by registered mzil 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-gtandard gas proration unit.

RULE 6. (a) The Commission after notice and hearing, shall consider the nominations

of gas purchasers from the Jalmat Gas Pool and other relevant data and shall fix the allow-
able production of the Jalmat Gas Pool.

(b) The allowable assigned to any well capable of producing ite normal gas allow=
able in the Jalmat 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
all gas proration units assigned to non-marginal wells in the Jalmat Gas Pool.

RUIE 7. At least 30 days prior to the beginning of each gas proration period the
Commigsion ghall 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 falth actually desires to purchase within the ensuing proration )
period, by months, from the Jalmat Gas Pool. The Gommission shall consider the "Prelimine
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ary Nominations" of purchasers, actual production, and such other factors as may be deemw
ed appliicable in determining the amount of gas that may be produced without waste within
the cnsuing 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 falth desires to purchase during the
ensuing proration month from the Jalmat 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 overe
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 shall be
assigned an acreage factor of 4.00; a proration upit 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 Jalmat
Gas Pool delivering to a gas transportation facility, or lease gathering system, and
shall include in the proration schedule of the Jalmat Gas Pool any well which it 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 ine
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.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 chall 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 therecf is not made up within the first succeeding
proration period shall be cancelled.

If 1t appears that such continued underproduction has resulted from inability of the
well to produce its allowable, it may be classified as a marginal well and its allowable
reduced to the well's ability to produce. :
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If at the end of a proration period a marginal well has produced more than the tota.
allowsble &ssigned a nonemarginal unit of corresponding size, the marginal well shall be
reclassified 88 a non-marginal well and its allowable adjusted accordingly.

. If during & prorstion pericd a marginal well is reworked or recompleted in such a
mennor that its productive capacity is increased to the extent that it should be reclass-
ified as & nonemarginal well, the reclagsification shall be effective on the first day
of the proration month following the date of recompletion. :

The Proration Menager may roclassify a well st any time if production data or deliver.
ability tests reflect the need for such a reclassification. .

RULE 10+ Overproductions A well which has produced a grester amount of gas than
was sllowed during a given proration period shall have {1ts 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 prorstion period. If, at ghe end
of the first succeeding proration period, the well is still overproduced, and has not been
in balancé since the end of the preceding prorstion periocd, then it shall be shut in and
its current monthly sllowable charged against said overproduction until the well is in
balance. If, at any time, & well is overproduced an amount equaling six times its curretit
monthly sllowable, it shsll be ehut in until it is in balange,

The Commission may sllow overproduction to be made up st & lesser rate than would be
the case' if the well were completely shut in upon & showing at public hearing after due
notice that complete shut in of the well would result in meterial damage to the well.

GRANTING OF ALLOWABLES

RULE l1. No gae well gshall be given an allowable until Form C~104 and Form C-110
have been filed together with a plat showing screage attributed to said well and the
locations of-all wells on the lease. : ’

RULE 12, Allowsbles to newly completed gas wells shall commence on the date of con-

"~ nection to a gas transportation facility, as determined from an affidavit furniched to

the Commission (Box 2045, Hobbs, New Mexico) by the purchaser, or the daste of filing of
Form C~104 and Form C«l110 and the plat described above, whichever date is the later.

REPORTING OF PRODUCTION

RULE 13. The monthly gas production from esch well shall be metered separately and
the gas production thexrefrom 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 un such report what disposition has
been made of the gas produced.

Each purchaser or taker of gas in the Jalmat Gas Pool ghall submit & report to the
Commission so as to reach the Commission on or before the 20th day of the month next
succeedipg the month in which the ges was purchased or taken.

Such report shall be filed on elther Form Celll or Form C-l14 (whichever is applica~

ble) with the wells being listed in approximately the seme order es they are listed on
the proration schedule. SN v

S
/
/

Forms C-111 and Cm114 referred to horein shall be submitted in duplicate, the orige .
inal being sent to the Commicsion at Box 871, Santa Fe, Now Mexico, the other copy being
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eent to Box 2045, Hobbs, New Mexico.

Fc"m 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 diszposition 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.

LORIMTIONS

DM 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.

_RUIE 150 A well producing from the Jalmat Gas Pool and not classified as a gas well
@3 dofinzd in Rule 14 shall be classified as an oil well.

BULE 160 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. 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 Jalmat Gas Pool
shall be flared or vented unless specifically authorized by order of the Commission after
notice and hearing.

RULE 18. 0Gil wells producing from the Jalmat 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

FCOVINGD FURTHER, After the effective date of this order no well shall be completed
or recoinleted in such a manner that the producing zone of the overlying gas pool and the
producing zone of the underlying oil 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 Commigsion's Rules
and Regulationso.

Any well presently completed in such a manner that the well bore is open to both the
overlyirg gas pool and the underlying oil pool shall be assigned to either the gas pool
or the oil pool by the Commission staff. Any operator of any well completed in such a
manner chall submit to the Commission office at Hobbs, Now Mexico, all pertinent well
corpletion data on Form C=105, together with electric logs, sample logs, drill stem test
records, etco All data shall bs submitted in duplicate on or bafore September 15, 1954,
Failure of any operator to submit the required data will result in cancellation of Forr
C~110 and subsequent cancellation of allowables-

If the operator is not ¢

atisfied uith the well’s assignmont he may apply for a heoire
ing on the miiter in accezdonce

with Commission Rule 1203,

DOTYITTED FURTHER S GaszeQil Ratlo Teasta shall bo token in aczovdsinse with the provie
sions oi Lule 301 o the Commiszien's Dules and Re azlationse
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Gaawfil Ratio Testz zhall ba faken 1o all oil or gas p
attashed schedule, (Exhibit H)e Thiz g:
gehedle p:eviouely izived only whare spp

A lg in nzrordence with ghn
ple supersedes the anmual Gaze0il Ratio test

The opexator of any oil oz gzs m911 who hag stbmitted Form C=l116 to the Commission
during 1954 in compliance with the 193¢ Annual Gas-0il Ratio test gchedule previously
adopted i3 exempted from the hqu‘rement of taking another Gaz-01l Ratio test during 19%4.
If the test previously submitted is not complete the Proxation Manager shall so advise
the opurator and the operator shall submit the required test in conformiance with the Gag=
gil RaLio test schedule a5 outlined in Exhihkit "H" attached hersto and made a part hereof.

PR'WIEED FURTHER, That for gas allocation purposes and assignment of allowables the

conbitiation of the . Jalco and Langmat gas pools to the Jalmat Gas Pool shall be effective
uLptme:r 1, 1954,

It is recognized that a great many wells will be recla351fied and reassigned as a
result of the provisions of this order and that the time involved in the reclassification
may couse cortaln inequities; therefore, the Provation Mapager is hereby directed to take
such action ag he deems advisable to prevent incguitabl: withdrawalse

"“‘VT“”W  FURTH®R, That in filing Form C- IU& "intiee of Intention to Drill or Ree

( omplote® all operators shall strictly couwply with the provisions of Rule 104, paragraph
0)

CTOVIDED FURTHER, That failure to comply with the provisions of this order or the
rules coniained herein shall result in the cancellation of allowable assigned to the
affoctod welle No furfher allowable shall be assigned to the affected well until all
rules and regulations are complied witho The Proration Manager shall notify the operator
of the well and the purchaser in writing of the date of allowable cancellation and the
reason therofor.

RIVIDED FURTHER, That special pool rules applicable te the Eumont Gas Fool be,
and the same hereby are promulgated ag followss

SFECIAL RULES AND REGULATIGNS
FOR THE BUNONT GAS FOOL

Well Spacing and Acreage Requirements foxr Drilling Tracts.

RULE 1. Any well drilled a distance of one mile or more outside the boundary of the
Eumont Gas Pool shall be classified as a wildcat well. Any well drilled legs than one
mile outside the boundary of the Eumont Gas Fool shall be spaced, drilled; operatcd and
pxorated in accordance with the regulations in effect in the Eumont Gas Pool.

_RIE 2. Each well drilled or recompleted within the Eumont Gas Pool cn a standard
pAorxtxon y unit after the offective date of this rule shall be drilled rot closer than
1980 feet to any koundary line of the tract nor closcr thap 330 feot o a qvﬂtﬁﬁquuadha:
soction line or subdivieion inner boundary line. Any well drilled %o and producing from
the Eumont Gas Pool prior to the sffective date of this crder at 3 lozstion conforming to
the spacing requirements effective at the time sald well vz deilled ¢hall ko considsved
to be located in conformance with this xule.

at exzeption to
baen filed
1o topequaphical cone

RULE 3. The Secrctazy of the Copmd
the requirenments of Rule 2 withoul noui

B

in due form and the nacessity fov the wkost

ezion shall ha
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ditions or is occasioned by the recompletion of a well previously drilled to another
horizon.

Applicants shall furnish all operatozrs within a 1980 foot radius of the subject well
a copy of the aspplication to the Commission, and applicant shall include with his appli~
cation g 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 Socretary 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 Commigsion shall 'consider the matter only after proper notice and hearing.

‘BULE 4. The provision of Statewide Rule 104, Paragraph (k), shall not apply to the
Eumont Gas Pool located in Lea County, Now Mexico.

GAS PH“QATION

RULE 8. (a) The scroago allocsted to a gas well. for proration purposes shall be
knotn as the gas proration 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 et least 1980 feet from
the nearest property lines; provided, however, that a non~standard gas proration unit may
be formed after notice and hesring by the Commission, or under the provisions of Paragraph

- (b) of this Rule.

. The allowable production from any non-gtandard gas proration unit as compared with
the allowable production therefrom if such tract were a standard unit shall be in the
ratio of the ares 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 nonestandard gss proration unit the locltion of the well with
respect to the two nearest boundery lines thereof shall govern the meximum emount of
acreage that may be assigned to the well for the purposes of gas prorationy 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 at a locatien oonforming 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 acresge which shall be assigned with respect to the well's location
shall be as followss .

Location Maximum Acreage
660' = 660" ‘ 160 acres
660' = 1980 320 acres

(bg The Secretary of the Commission ghall have authority to gxﬂnt 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 nonestandard gas proration unit consists of contlguous quarter-quarter
sections and/or lots.

2. The non-standard gas proration unit lies wholly within a single govexnmehtal
section.
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' 3: The entire nonestandard gas proration unit mey reasonably be presumed to
be preductive of gas. '

- &4s ‘The length or width of the non-standard gas prorstion unit does not exceed
5280 feet. : '

v = o Bs The spplicsnt presents written consent in the form of waivers from (a) all
operstors owning interests in the qusrter sections in which sny part of the non-standard
gas proration unit is situated snd which acresge is not included in sald non-standard gas
proration unit, and (b) all opezators owning interests within 1800 feet of the well to
which such gas proration unit is proposed to be allocated.

6. In lieu of parsgraph 5 of this rule; the spplicsnt may furnish proof of the
fact that said offeet operators were notified by registered meil of his intent to form
such nonestandard ges proration unit. The Secretary of the Commission may approve the
application if, after & period 6f 30 days following the malling of sald notice, no operat=
or has made objection to formation of such non-standard gas prorstion unit.

RULE 6. (a) The Commission after notice and hearing, shall consider the nominations
of gas purchasers from the Bumont Gas Pool and other velevant dats and shall fix the allow-
eble production of the Bument Gas Pool. ’

(b) The allowable assigned to any well capable ¢f producing its normal gas
allowable in the Eumont Gas Pool shall be the same proportion of the total remaining allow-
able allocated to said pool after deducting aliowables of marginal wells that the number
of acres contained in the gas provation unit for that well bears to the acreage contained -
in all gas proration units assigned to non~marginel wells in the Eumont Gas Pool. ;

- RULE 7. At least 30 days prior to the beginning of esch gas proration period the
Commission shall hold s hearing efter due notice has been given. The Commission shall
cause to be submitted by each gas purchaser its "Preiiminary Nominstions" of the amount
of gas which each in good faith sctually desires to purchase within the ensuing proration
period, by months from the Bumont Gas Pools The Commigsion shall consider the "Preliminary
Nominations" of purshasers, actusl production; and such other factors as may be deemed
" applicable in determining the amount of gas that may be produced without waste within

the ensuing proration periocd: "Preliminary Nominations" shall be submitted onh 3 form
prescribed by the Commissisn. :

RULE 8. 1In the event a ges purchsser’s market shall have increased or decreaged,
he may file with the Commission prior to the 10th day of the month a "supplemental”
nomination, showing the amount of gas he sotually in good falth desires to purchase during
the ensuing proration month from the Eumont Gas Pools The Commission shall hold a public
hearing between the 156th and 20th days of each month to detexrmine the reasonable market
demand for gas for the ensulng proxetion month, snd shall Lssue a proretion schedule

setting out the amourit 6f gas which easch 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 thﬁx month showing nominatione, and sdjustments made for underage or over=
age applied from a previcus month (b) a tabulation ef the net allowable, and production
for the second preceding month together with a cumulative overage or underage computation,
(¢) a tabulation of the current and net allowablss for the preceding month, (d) a tabula=~__
tlon of current monthly allowables for the ensuing proration month, and (e¢) a tabulation
of the acreage assigned each well together with & 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; & proration unit of 160 acres a factor of 1.00, etc.
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"Supplemental Nominations" shall'be submitted on a formtprescribedaby the Commission.

The Commission shall include in the proration schedule the gas wells in the Eumont
Geos Pocl delivering to a gas transportation:facility, or lease gathering system, and shall
include in the proration schedulle of the Eumont Gas Pool any well which it finds is being
unreasonably discriminated against throughﬂdenial of access to a gas transportation facile
. ity, which is reasonably capable of’ hhndling the type of gas produced by such well.. The
total -allowable to be allocated t&a“the~pool each month shall be equal to the sum of the
preliminary or supplemental nominatiofie (wWhichever is applicable) together with any ad-
Justment which the Commission deems advisable. |

If during a proration month th#~asreage assigned a well is increased the operator
shall notify the Proration Manager th'writing (Box 2045, Hobbs, New Mexico) of such ine
crease. The increased allowable sesibnedithe gas prorstion unit for the well shall be
effective on the firgt day of the menth fbllowing receipt of the- notificetion by the
Proration Manager.

BALANCING OF PRODUCTION

RULE 9. Underproductions: The détes 7:00 a.m. , January l, and: 7:00 asm., July 1,
ghall be known as balancing dates and/tlie periods of time bounded by these dates shall
be known as gas proration periods. The ameunt of current gas allowable remaining une-
"produced at the end of each proratibn peridd shall be carried forward to and may be proe
duced during the next succeeding proration period in addition to the normsl gas allowable
for such succeeding period; but whatever amount thereof is not made up within: the first
succeeding proration period shall be cancelled.

~1f 1t appears that such continued underproduction has resulted from inabllity of the
well to produce 1ts allowable, it 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 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 rewgrked or recomplated in such a
manner that its productive capacity is increased to the extent that iis. should be reclass=
ified as a non-marginal well, the reclassification shall be effective on the first day
of tho proration month following the date of recompletion. i

; Tho Proreation: Manager may reclassiim siwell at any. time if produotion data or de-
liverabdlity tests reflect the needi for gusl. & reclassification.

RULE 10.. Overproductiont: A well whiiohi has produced a greater amount of gas than
was allowed during: a- gi'ven proration peniled: shall have its allowable for the first
succeeding proration period: reduced by tte, amount of such. overproduction, and such over=-
production stiall be made up within the fimst succeeding proretion pexiodr If, at the
end of the first succeeding proratiiom pemiiod, the well iis. still overproduckd, and has not
been in balance since the end of the preceding proration period, then it shall be shut in
and its current monthly allowable charged against sald overproduction until the well is
in balance. If, at any time, a well is overproduced an amount equaling six times its
current monthly allowable, it shall be shut in until it is in balance.

The Commission may allow overproduction to be made up at a lésser rate than would
be the case if the well were completely shut in upon a showing at public hearing after .-
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due notice that complete shut in of the well would result in materisl ddmage to the well.
GRANTING OF ALLOWABLES.

- "RULE 11. No gas well shall be given an allowable until Form C=104 snd Form C=110
have been filed together with a plat showing acreage atiributed to sald well and the lo-
cations of sll wells on the Ieasa.b | . :

RULE 12. Allowables to newly completed gus wells shall commence on the date of cone
nection to & gas transportation facility, as cetermined from an sffidavit furnighed 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 desoribed above, whichever date is the later.

LI N T

REPOGRTING 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 ths Commiesion on Form C=11% 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. '

Bach purchaser or taker of gas in the Eumont Gas Pool shall submit a report to the
Commiselon s0 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 Forh\c-lll or Form C-114 (whichever is epplice |
able) with the wells being listed in approximately the same ozrder as they are listed on
the prorstion schedule. o

- Forms C-111 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~11% shall be submitted in accordance with Rule 1114 of the Commission's Rules
and Regulations. ‘ B ,

The full production of gas from each well echall be charged against the well's allow=
able regardless of what disposition hag been made of the gas; provided, however, that gas
used on-the lease for consumption in lease houses, treaters, compressors, combustion ene
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 produgibg with a gas-oil ratio in excess of
100,000 cublc feet of gas per barrel of oil.

et

- -RULE 1?- 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 elther 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. B
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RUL% 17. No gas, either dry gas or casinghead gas, produced from tha Eumon* Gas Pool
chall be flared or vented unless specifically authorized by order of the Commission after
notice and hearing.

VUL" 18, ©il wells producing from the Eumont Gas Pool shall be allowed to produce
a volume of gas each day not exceooding the daily normal unit oil sllowable multiplied by
10,0003 provided, however, that such well shall not be allowed to produce oll in excess
of the normal unit allowable as ordered by the Commission under the provisions of Rule 505.

ENoVIETSD FURTHER, That special pool rules applicable to the Arrow Gas Pool be, and the
samo heroby are promulgated as followss

SPECIAL RULES AND REGULATICNS
FOR THE ARRDW GAg_PODL

n1l Snreing_and AcreaQe Requiremants for - Drilling Tracts.

RULE l. Any wall 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 regulatitns in effect in the Arrow Gas Pool.

RULS 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
fect to any boundary line of the tract nor closer than 330 feet to a quarter=quarter sece
tion line or gsubdivision 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 the
spacing requiroments effective at the time said well was drilled shall be considered to
be located in conformanco with this rule.

nurt 3. The Secretary of the Commission shall have authority to grant exception to
the rgquirumﬂnts of Rule 2 without notice and hearing where application has been filed in
due form and the nocessity for the unorthodox location is based on topographical conditions
or is occasioned by the recompletion of a well previcusly 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 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 the matter only after proper potice and hearing.

MIT™ 4. The proviciong of Ctatowido Rule 104, Paragreph (k), shsll not epply to the
Arrol Goo vool locatod 4n Loa County, Now Mexico.

GLn AT

ptitn 5, (a) The acreage allocated to a gas woll for proration purposes shall be
knovin as tho gas proration unit for that wolle Fer tho purpose of gas allocation in the
Arro.u Gas Fool, @ standard proration unit chall consist of batwoon 632 and 648 contigquous
gurfaco acroc cubstantially in tho form of a cquore which chall be 8 legal subdivieion
(ccetion) of tho Ue S Public Land Survoys with a woll located at loast 1980 foot from
tho noscroest proporty linesjy providoed, houiver, that a nonsstandard proration unit may bo
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formed after notice and hearing by the Commigsion, or under the provisiones of Paragraph

(b) of this Rule. _

The allowable production from any non-standard gas proration unit as compared with
the wiiowable 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

In establishing a non-standard gas proration unit the location of the well with re=
spect to the two nearest boundsry lines thereof shall govern the maximum amount of acreage
that may be assigned to the well for the purposes of gas prorationj 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 shedl 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 te 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 cemplied withj

l. The non—standardbgas proration unit conslsts of contigueus quarter-
quarter sections and/or lots.

2. The non~standard gas proration unit lies wholly within a single governw
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-gtandard 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 gag 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 nonestandard gas proration unit.

RULE 6. (a) The Commission aftem notice and hearing, shall consider the ncminations™—’
of gas purchasers from the Arrow Gas Pool and other relavant data and shall fix the allowe
able production of the Arrow Gas Pool.
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(b} The allowable aszigned to any well capable of producing its normal
gas allowable in the Arrow Gas Pool shall be the same proportion of the total remaining
allowable allocated to sald pool after deduzting allowsdles of marginal wells that the
number of acres contained in the gas prorstion unit for that well bears to the acreage
contaircd in all gas prozetion unitz assigned *o non-marginal wells in the Arrow Gas Pool.

RULE 7. At least 30 days prior to the beginning of each gas proration period the
Corzaission shall hold a hez.ing after due notice has besen given. The Commission shall
cause to be submitted by each gas purchaser its "Preliminary Nominations" of the amount
of g25 which each in good faith actually desires to purchase within the ensuing proration
pcriod, by months from the Arrow Gas Pool. The Commission shall consider the "Preliminary
Nominations™ of purchasers, actual production, and such other factors as may be decmed
applicable in determining the amount of gas that may be produced without waste within
the cinsuing proration periode. "Preliminary Nominations® shall be submitted on a form pre-
scrib>d 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 Arrow Gas Pool. The Commission ghall hold 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 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 opplied from a provious month, (b) a tabulation of the net allowable, and production
for the seccond preceding month together with a cumulative overpge or underage computation,
(c) a tabulation of tho currcnt 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 acrcage assigned cach well together with a tabulation of the acreage facter assigne
ed each well. For the purpose of allocation a proration unit of 640 acres shall be assign=
ed an acrcage factor of 4,003 a proration unit of 160 acres a factor of 1.00, etce .

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

The Commlcsion shall include in the proration schodule tho gas wells in the Arrow
Gas Pool delivering to a gas transportation facility, or lease gathoring system, and shall
include in the proroation schodule of the Arrow Gas Pool any well which it finds it being
unreasonably diseriminated against through denial of access to a gas transportation face
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
prelininary or supplemental nominations (whichever is epplicable) together.with any ade
Justment which tho Commission deems advisable.

1f during a proration month the acreage asssigned a well is increascd the operator
shall notify the Proration Manager in writing (Box 2045, Hobbz, New Mexico) of such ine
creaseo  The increased allowable assigned the gas proration unit for the well ehall be
effective on the first day of the month following reccipt of the notification by the
Proration Managere

PALANGING OF PromIGTION

RUTT 9. Underproduction: The dites 7300 aemo, January 1, and 7300 aeme., July 1,
shall b2 knovm as balancing datos and the poriods of time boundod by those 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 dute
ing the next succeeding proration period in addition to the normal gas allowable for such
succeeding pericd; but whatever amount therecf is not made up within the first succeeding
proration period shall be cancelleds :

If 1t appears that such continued underproduction has resulted from inability if the
well to produce its allowable, it may be classified as a marginal well and its allowable
reduced to the well's ability to produce. , ‘ _ A

If at the end of a proration period a marginal well has producod more than the total
sllowable assigned a non-marginal unit of corresponding size, the marginal well shall be
reclagssified as a non-marginal well and its allowable adjusted accordinglye. '

If during a proration period a marginal well is rewerked or recompleted in such a
manner that its productive capacity is increased to the extent that it chould be reclass=-
ified as a nonemarginal 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 preduction data or de~
liverability tests reflect the need for such a reclassification.

_ RULE 10. Overproduction: A well which has produced a greater amount of gss than

was allowed during a given proration pexriod shall have its allowable fer the first
succeeding prerstion period reduced by ‘" e amount of such overpreduction and suth over- -
production shall be made up within the firat succeeding proratien peried. If, at the end .
of the first succeeding proration period, the well is still overpreduced, and has not
been in balande since the end of the preceding proration period, then it shall be shut
in and its current monthly allowable charged against said overpreduction until the well
1s in balance. If, at any time, a well is overproduced an ameunt equaling six times its
current monthly sllewabls, 1t chall be shut in until it is in balance.

The Commission may allow overproduction te be made up at a lesser rate than would
be the case 1f 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 material damage to the well.

GRANTING OF ALLOWABLES.

RULE %lo No gas well shall be given an allowable until Form C=104 and Form C=110
have been flled together with a plat showing acreage attributed to said well and the
locations 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
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 ghall be reported to the Commission on Form C=11%5 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=111 or Form C-114 (whichever is appli=
catlc) with the wells being listed in approximately the same order as they are listed on
the proration schedule.

Forms C=111 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 gas; provided, however, that
gas used on the lease for consumption in lease houses, treaters, compressors, combustion
engines and other similar lease equipment shall not be charged against the well's allow-
ablec

DEFINITIONS

BULE 14. A gas well shall mean a well producing with a gas-oil ratio in excess of
100,000 cublc 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 1n 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. 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
notlce and hearing. -

RULE 18. 01l 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 .
10,0003 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 Jalmat Gas Pool

Tovnship 21 South, Range 36 East

All of Section 31
SW/4 of Section 32
All of Secs. 33 and 34

Township 22 South, Rénqe 35 East
E/2 Section 13
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Tovnshin 22 South, RZanace 36 East

411 of Secs. 3 through 10, inclusive.
W/2 Sec. 1l

W/2 Section 14

All of Secs. 15 through 18, inclusive
NE/4 Sec. 19

All of Secs. 20 through 23, inclusive
/2 Sec. 24

All of Secs. 2% through 29, inclusive
All of Secs. 32 through 36, inclusive

Tormship 22 So uthz Range 37 East
§W/a Sec. 31

»TOhnehip 23 South, Range 36 East
A1l of Secse 1 tﬁ%ougn 4, Inclusive

N/2 and SE/4 Sec. 5
E/2 Sec. 8
All Secg. 9 through 16, inclusive

“NE/4 Bec. 17

All Secs. 21 through 27, inclusive
E/2 Sec. 28

E/2 Sec. 33

All Secs. 34, 35 and 36

Townghip 23 South; Range 37 East
All Secs. 6, 7, Sf2 Sec. 8

All Secs. 17 through 21, inclusive
All Secs. 28 through 33, inclusive

Tovnshin 24 South, Renge 36 East
All of yecss 1, 2, and 3

E/2 Sec. 4

NE/4 Sec. 9

N/2, SE/4 Sec. 10

All of Secs. 11 through 14, incliusive
E/2 Sec. 15

All Secs. 22 through 26, inclusive
E/2 Sec. 27

E/2 Sec. 34

All Secs. 35 and 36

Tounshin 24 South, Range 37 East
All of Sccse B 6, 7 and 8
W/Z Sec. 9

- W/2 Secs 16

All of Secs. 17 through 23, inclusive
All of Secs. 26 through 3%, inclusive

Township 25 South, Range 36 East
Al of Sece 1

N/2 Sece 2

All of Secs. 12, 13, 24 and 25
NE/4 Sec. 36

Tovnshin 25 South, Range 37 Eas
Ril1"wecs 2 through™ =3, inclus 1ve
Vi/2 Sec. 34
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Township 26 South, Renge 37 East
beC- \

All Secs. 4 through 9, inclusive

W/2 Sec. 10

All of Secs. 15 through 22, inclusive
All Secs. 27, 28 and 29

N/2, SE/4 Sec. 30

E/2 Sec. 31

All of Secss 32, 33 and 34"

EXHIBIT "B"
Horizontal limits of the Eumont Gas Pool

Township 19 South, Range 36 Eagt

All of Secs. 12, 13, 14, 23, 24, 25, 26
E/2 Sec. 27

E/2 Sec. 34

All of Secs. 35 and 36

Township 19 South, Range 37 East
W72 Sec. 4

E/2 Sec. B
All of Secs. 7, 8, 17, 18, 19, 20
- W/2 Sec. 9
W/2 Sec. 21
W/2 Sec. 27
All of Secs. 28, 29, 30, 31, 33 and 34

Township 20 South, Range 36 East
All of Secs. 1, 2

E/2 Sece 3

E/2 Sec. 10

All of Secs. 11, 12, 13 and 14
§5/4 Sec, 15

N/2 and SE/4 Sec. 23

All of Secs. 24 and 25

E/2 Sec. 26

E/2 Sec. 35

All Sec. 36

Township 20 South, Range 37 East

W/2 Sec. 2

All of Secs. 3 through 10, inclusive
W/2 Sec. 11

All of Secs. 15 through 22, Inclusive
§/2 Sec. 23

All of Secs. 26 through 35, inclusive
W/2 Sec. 36

~Township 21 South, Range 35 East
- All of Secs 1
SE/4 Sec. 2
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Township 21 South, Range 35 East (cont'd)
E/4 Sec. 1l

All of Sec. 12

All of Secs. 13 and 24

Township 21 South, Range 36 East

All of Secs. 1 through 21, inclusive
N/2 and SW/4 Sec. 22

W/2 Sec. 27

All of Secs. 28, 29 and 30

N/2 and SE/4 Sec. 32

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

EXHIBIT "C*

Township 21 South, Range 36 East
SE74 Sec. 24 :

All Sec. 25
‘E/2 Sec. 26
NE/4 and 8/2 Sec. 35
All Secs 36

Township 22 South, Range 36 East
A11 of Secs. 1 and 2

NE/4 Sec. 11

All of Sec. 12

N/2 and ss/4 Sec. 13

Township 22 South, Range 37 East
W?i’ Sec. 7

All Sec. 18
N/2 Sec. 19

EXHIBIT "D"

‘ Horizontal limits of the Eunice=Monument Gil Pool »

Township 19 South, Range 36 East
E/2 Bec. 12

All of Sec. 13
All Secs. 23 through 27, inclusive
All Secs. 34, 35 and 36

Townshig 19 Southz Range 37 East
SW/4 Secs 3

§/2 Sec. 4

All of Secs. 7 and 8 .

W/2 Secs 9

/2 Sec. 16

All Secs. 17 through 21, inclusive
S/2 Sec. 27

All Secs. 28 through 34, inclusive
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Horizontal limits of the

To- 1'hig 70 Couth, Pange 36 Eost
All Socse 1, 2 and 3

All Secse 10 through 14, inclusive
E/2 Sece 15

All Sccse 23 through 26, inclusive
E/2 Sece 27

All Secs. 35 and 36

To>-archin 20 South, Range 37 East
Al1 gocss 3 throug 10, inclusive
All Sets. 15 through 21, 1nc1usive
W/2 Sece 22 \

All Secs. 29 through 33, inclusive

Tovnship 21 South Ran e 35 Eagt
All Secs. 1, 12, 13. 24

E/2 Secs 25

Tormship 21 South, Range 36 East
8§1i/4 Secs 1

All of Secs. 2 through 11, inclusive
W/2 Sece 12
All Sec. 14 through 22, inclusive
/4 Sece. 23
W/2 Sece 27
All Secss. 28, 29 and 30
N/2 and SE/4 Sec. 32 -
All Sec. 33
W/2 Sec. 34

EXHIBIT "E"
Cooper=Jal 0il Pool
Tounship 23 South, Range 36 East
All of Secs. 4, 5, 8, S, ’ 17,

20, 21, 22, 27, 28, 33 and 34

-Toumship 24 South, Range 36 East
-W/2 Secs 2

All of Secs. 3 and 4

N/2 Sec. 9

All Sec. 10

W/2 Sec. 11

SW/4 Sec. 13

All Secs. 14 and 1%

All Secs. 22, 2

NW/4 and W/2 SW/4 Sec. 24

W/2 Sece 2B

All Secs. 26, 27, 34 and 35
W/2 Sec. 36

Township 25 South, Range 36 East

All Secs. 1, 2, 3, 11, 12, 13, 14, 23,
24, 25, 26 and 36



=24
Order No. R=520
Exhibit "E" (cont'd)

Township 25 South, Ran e“374East
€W/4 Sec.
W/2 Sec. 7

W/2 Sec. 18

Horizontal limits of the

W/2 and W/2 E/2 Sec. 19
W/2 Secs 30

All Sec. 31

SW/4 Sec. 32

EXHIBIT “E“

Langlie-Mattix O11 Pool

Township 23 sbuth,-Ranie 36 East

A of Secs. 1, 2, 3, s 11, 12’ 13,
14, 23, 24, 25, 26, 35 and 36
Township 23 Sou _Range 37 East

wW/2 Sec.

All of Secs. 7, 18, 19

W/2 W/2 8ece 26
All Sec. 27

.§/2 Sec. 28

All Becs. 29 through 35, inclusive

Townshig'24 South, Range 36 East
All Sec..l v

E/2 Sec. 2

E/2 Sec. 11

All Sec. 12

N/2 and SE/4 Sec. 13
E/2 and £/2 SW/4 Sec. 24
E/2 Sec. 25

E/a.SGOO 36

Towmship 24;§outh ‘Ehd e 37 East
All of Secs. 2 htrouEE TT, {inclugive

All of Secs. 14 through 23, inclusive

-8W/4 Sec. 25

All Secs. 26 through 35, inclusive
W/2 Sec. 36

Township 25 South, Range 37 East
A1l of Secss 2 Eﬁgougﬁ 5, inclusive
N/2 and 55/4 Sec. 6

E/2 Sece 7

All of Secs. 8 through 11, inclusive
W/2 Sec. 13

“All Secs. 14 through 17, inclusive

£/2 Sec. 18

E/2 E/2 Sec. 19

All Secs. 20 through 23, inclusive
W/2 Sec. 24

All Sec. 25
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Township 25 South, Range 37 East (Cont'd)
All Secs. 26 through 29, inclusive
E/2 Sec. 30
N/2, SE/4 Sec. 32

All Secs. 33, 34 and 35
W/2 Secs 36

Township 26 South Range 37 East
NN74 8eCe 1 _
NE/4 Sec. 2

EXHIBIT “G"

Horizontal limits of the South Eunice 0il Pool

Township 21 South, Range 35 Eagt
E/2 Sece 3

Township 21 South, Range 36 East
. All Sec. 31

SW/4 Sec. 32

Township 22 South, Range 35 East
E/2 Sec. 1

Tounship_ 22 South, Range 36 East
W/2 §ec. 3

All Secs. 4 through 10, inclusive
-8ll/4 Sec. 11

W/2 Sec. 14

All Secs. 15 through 23, inclusive
All Secs. 25 through 29, inclusive
E/2 Sec« 30

NE/4 Sece 31 :

All Secs. 32 through 36, inclusive
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DCNE at Santa Fe, New Msxico,

SEAL
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EXHIBIT "H"
GAS=OIL RATIO TEST SCHEDULE
GOR ' 'DEADLINE
NAL'Z GF POOL LIMIT TEST PERICD FOR FILING FCRM
- . C=116

0il Pools ’

Arrovhead 3500 Nov. Dec. Jan. 1%, 195%

Cooper=Jal 10000 Sept. October 15, 1954

Eunice 6000 Qcte - Novvi— Dec+ January 1%, 195§

Monument 3000 July Augy Sept. October 15, 19

South Eunice 10000 - Septe 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. Cct. November 19, 1954

GAS FOLS

Arrow 10000 Oct. Nov. December 15, 1954

Eumont 10000 Oct. Nov. Dec. January 15, 1955

Jalmat 10000 Sept. Oct. Nove December 15, 1954

on the day and year hereinabove designated.

STATE OF NEW MEXICO

OIL CONSERVATION OOMMISSIGN

EDWIN L. MECHEM, Chairman

E. S. WALKER, Member

W. B. MACEY, Member and Secretary
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BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATICN 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-
PRODUCTION3 REQUIRING PURCHASERS TO CASE NO.
INCREASE NOMINATIONS COMMENSURATE WITH
ACTUAL TAKES; ESTABLISHING DELIVER~
ABILITY AS A FACTOR IN THE PRORATION
FORMULA; ESTABLISHING MAXIMUM TAKES AS
TO WELLS IN THE POOLj; AND SUCH OTHER
ORDERS AS WILL IMMEDIATELY BRING THE
POOL INTOC BALANCE AND MAINTAIN SUCH
BALARCE WITHOUT WASTE AND WITHOUT ABUSE
OF CORRELATIVE RIGHTS.

APPLICATION

Comes now applicant, Texas Pacific Coal & 0Oil 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 Jalmat GCas
Pool, Lea County, New Mexico. All of gaid units involve leases
from the State of New Mexico.

2. There are 389,13 gas units in the Jalmat Gas Pool and
El Pasc Natural Gas Company is cormected 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 Janusry 1, 1954, the 0il Conservation Commisgsion of
New Mexico ingtituted gas prorationing in the then-defined limits
of the pool, and for a period of 2% years, until the last six
rmonths of 1956, allowables and production within the pool were
maintained in reasonable baglance. During the last six months of
1956, E1 Paso Naturel Gas Company took from Applicant's wells
amounts of gas considerably in excess of its nominations and
failed to file supplemental nominations to adjust its nominations
to its actual takes, resulting in excessive over-production carry
over into the first proration period of 1857,

4. The 01l 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 Jalmat Pool.

5. Many of the gas wells in the Jalmat Gas FPool have been
and are now unable to produce the allowable assigned to them and
there is now accumulated under-production in sagid pool which
cannot be made up before the end of the current proration pericd.

6. During the year 1957, El Paso Natural Gas Company, by
reason of over-production gccumulated to wells on which it failed
to supplement its nominations and due to the failure to balance
production at the end of 1956 and at the end of the first six
months of 1957, has drastically reduced its takes from some non-

marginagl wells of applicant with the result that marginal wells

(Exhibit "B")
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in the Jalmat 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. If the El Pago Natural Gas Company 18 required by reason
of present rules governing gas prorationing in the Jalmat Cas
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 its properties.

8. Certain of applicant’'s wells, even if shut-in during the
balance of 1957, will enter the next proration period with over-
production, and if these wells, together with other over-
produced wells in the pocl are shut-in, the result will be a
negstive allowable for the entire pool during & 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 pocl 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 falled 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 agbuse of its
correlative rights, and will render impossible the reascnable
marketing of dry gas from this pool even though E1 Pasoc Natural
Gas Company desires to purchase and run such gas to supply its
market. The present rules, as applied by the Commission, are
impractical and unreasonable and will result in econcmic loss to
applicant and the State of New Mexico as royalty owner.

WHEREFORE, applicant requests the Commission to enter its
order immedigtely terminating gas prorationing in the Jalmat
Gas Fool.

In the alternative, applicant requests the Commission to
enter its order immediately cancelling all accumulated under-
production and redistributing such under-production to over-
produced wells in the Jalmat Gas Pool; and requiring gas purchasers
to nominate a sufficient amount of gas from the pool to permit
wells from which purchasers are able tc take gas to have an
allowable equal to their actual production, and upon this basis
to thereafter balance the pool production gt 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")



ain such balance without waste and without abhuse

correlative rights.

plicant's OF others'
ully submitted,

of ap
Respectf

CAMPBELL & RUSSELL
Jack M. Campbell

JMC:bb

(Exhibit "R )

Ty



21

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
MEXICC FOR THE PURPOSE OF
CONSIDERING:

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

APPLICATION OF TEXAS PACIFIC COAL &

OIL COMPANY FOR AN ORDER IMMEDIATELY
TERMINATING GAS PRORATIONING IR THE
JALMAT GAS POCL; OR IN THE ALTERNATIVE,
REVISING THE SPECIAL RULES AND REGULATIOKS
FOR THE JALMAT GAS POOUL IN LEA COUNTY,
NEW MEXICO.

CRDER UF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at ¢ o'eclock a.m. on October
18, 1457, at 9 o'clock a.m. on November 14, 1%57, and again at
9 o'clock a.m. on December 9, 1957, at Santa Fe, New Mexico,
before the 0il Conservation Commission of New Mexico, hereinafter
referred to g8 the "Commission".

NOW, on this 29th day of January, 1958, the Commission, g
quorum being present, having considered the gpplication, 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 & 0il Company,
seeks an order in the subject case for the immediate termination
of gas prorationing in the Jalmat Gas Fool, Lea County, New
Mexico, or in the alternative, an order for the immedi{gte cancella-
tion of all underproduction accumulated to wells in the Jalmat
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 Jalmat Gas Pocl 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 Jalmat Gas Pool during e specified period
of time.

(3) That it is necessary to continue the proration of gas
production from the Jalmat Gas Pool in order to prevent waste and
protect correlative rights.

(4) That all underage which accrued to wells in the Jalmast
Gas Pool p;ior to July 1, 1857, 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

(Exhibit ™C*#)
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for the Jalmat 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 is a general
correlation between the deliverabilities of the gas wells in the
Jalmat 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 Jalmat 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
it will more nearly enable the various gas purchasers in the Jalmat
Gas Pool to meet the market demand for gas from said pool.

(7) That the allowable gas production in the Jalmat Cas
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 thegplicant has failed to prove the necessity for
establishing a limitation on the smount of gas which may be taken
from wells in the Jalmat Gas Pool in addition to the limitations
presently imposed by the Spedal Rules and Regulations for the
Jalmat Gas Pool.

(Exhibit mCn)
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($) That the application of Texas Pacific Coal & 0il “ompany
in the subject case should be denied in all respects except that
the Special Rules and Regulations for the Jalmat 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 0Oil
Company in Case No. 1327 be and the same is hereby denied in all
regpects except that portion of the application concerning the
inclusion of a deliverability factor in the gas proration formula
for the Jalmat Gas Pool.

(2) That all orders heretofore issued by the Commission
creating non-standard gas proration units in the Jalmat Gas Pool,
which orders provide in substance that the unit well be granted
an allowsble in the proportion that the acreage dedicated to the
well bears to a standard gae proration unit in the Jalmat Gas
Fool, 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 Jalmat Gas Pool as set forth in
Order No. R-520 and as amended by Order No. R-Y67, be and the same

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

(Exhibit »Cn)
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SPECIAL RULES AND REGULATIONS FOR THE
JALMAT GAS FOCL

RULE 5. (a) (first paragraph ) No change
(second paragraph) Revise to read as follows:

A non-gstandard gas proration unit shall be assigned an
"Acreage Factor® for proration purposes to be determined by divid-
ing the acreagge 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, aiter notice and hearing, shall
consider the nominations of the gas purchasers from the Jalmat
Gas Pocl and other relevant data in fixing the allowable pro-
duction for the pool.

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

A marginal well shall be assigned an allowable equal to its
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 the total "Acreage Factor™
for all non-marginal wells in the pool.

(2) Seventy-five percent (75%) of
the remaining pcol allowable shall

{Exhibit »Cn)
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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 all 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 "AD Factor® shall be determined by multiplying the
well's "Acreage Factor" by its M"Calculated Deliverability"”
(expressed in MCF per day). The "AD Factor'" shall be computed
to the nearest whole unit. In those instances where there is
more than ~ne well on a proration unit the "Calculated Deliver-
ability" for the unit shall be determined by averaging the
"Calculated Deliverabilities" of all the wells on the unit.

(¢) Annual deliverability tests shall be taken on
all gas wells in the Jalmat Gas Pcol in a mamer 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 Jalmat Gas Pool until Juiy 1, 195%. 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 ghall have
authority to exenpt marginsl wells from the requirement of taking
an annual deliverability test in those instances where the
deliverability of the well is of such low volume as to have no
significance in the determination of the well's sgllowable.

(£) 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
Deliveragbility" resulting therefrom shall become effective:

(1) On the date of reconnection sfter
workover, such date to be determined
from Form C~104 gs filed by the operator; or

(2) A date 45 days prior to the date upon
which a well's delivergbility and shut-in
pressure test is reported to the Commissicn
on Form C-122-C; or

(Exhibit »C")
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RULE 12.

commence:

(3) A date 45 days prior to the receipt
and approval of Form C~104 by the Com-
missionts office (Box 2045, Hobbs, New
Mexico);

(Form C-104 shall specify the exact nature

of the workover or remedial work; if the
nature of the work cannot be explained on
Form C-104, in that event, Form C-103 shall
alsc be filed in accordsnce with Rule 1106

of the Commisgion's Statewide Rules and
Regulations. Form C-128 (Well Location and
Acreage Dedication Plat) shall be submitted
by the operator at any time there is a change
in the acreage dedicated to said well);

Allowables to newly completed gas wells shall

(a) On the date of connection tc a gas transportation

facility, such date to be determined from an affidavit furnished
to the Commission (Box 2045, Hobbs, New Mexico) by the purchaser;

C=-128; or

(b) the latest filing date of Form C-1U4, C-110 or

a date 45 days prior to the date upon which the

well's deliverability and shut-in pressure test is reported to
the Commiggion on Form C~122-C;

whichever date is later.

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

degignated.

SEAL

ir/

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L, KECHEM, Chairman
MURRAY E. MORGAN, Member
A. L. PORTER, JR., Member & Secretary

- (Exhibit "C®)
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BEFGRE 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
MEXICC FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 1327
Order Nc. R-1092-4A

APPLICATION OF TEXAS PACIFIC COAL

& OIL COMPANY FOR AN ORDER IMMEDI-
ATELY TERMINATING GAS PRORATIONING
IN THE JAIMAT GAS POOL; OR IN THE
ALTERNATIVE, REVISING THE SPECIAL
RULES AND REGULATIONS FOR THE JALMAT
GAS POOL IN LEA COUNTY, NEW MEXICO.

APFLICATION 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 of New Mexico,
hereinafter sometimes referred to as "applicant”, and applies
for a rehearing in the above entitled and numbered case and in
support therect would respectfully show unto the New Mexico Oil
Congervation 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 Jalmat Cas Pool in Lea County,

New Mexico.
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2. This @ plicant participated in and presented testimony
to the Commission in the hearing on the application of Texas
Pacific Coal & 0Oil Company in the above styled and numbered case
and as an operator in the Jalmat Gas Pool was affected by COrder
No. R~1U92-A entered by the Commission under date of January 29,
1958.

3. This applicant believes and therefore alleges that Order
No. R-1U92-A aforesaid was erronecus, illegsl and is invalid and
by reason thereof a rehearing is requested in respect tc that
portion ot said Urder No. R-1UY2-A which provides that eftective
July 1, 1958, a deliverability factor shall be included in the gas
proration formula of the Jalmat Gas Fool and the succeeding
portions ot said Urder carrying into effect the decision of the
Commission that deliverability shall be included in the proration
formula subsequent to July 1, 1Y53, and as grounds therefor states:

(a) That the application of Texas Pacific Coal & Gil
Company in Case No. 1327, to the extent that it socught the inclu-
sion of a deliverabiiity factor in the proration formula of the
Jalmat Gas Pool, constituted a coliateral attack upon Order No.
R-520 in Case No. 673 of this Commission entered on the 12th day
of 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 tormula is 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
Commigsion changing the basis for the allocation of production
from the Jalmat Gas Pcol trom a 1lUU% acreage basis to the basis
provided in Order No. K-1UY2-A for the reason that VYrder 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 Jalmat Gas Pool. Texas Pacitic
Coal & Cil Company was a party to and actively participated in
the hearing in Case No. 673 in which the inclusion of deliv erability
as a tactor in the proration formila was vigorously advocated
and considered by the Commission, and Urder No. R-520 was entered
denying the request tor the inciusion of deliverability in said
tormula. No appeal was taken by Texas Pacitic Coal & 01l
Company from the final decision of the Commission so ordered in
sald Case No. 673. On the basis of the record in this case,
the Commission is without authority to modity or change the
decision as reached in Case No. 673.

(c) That the inclusion of deliverability as a factor
in the Jalmat Gas Pool proration formula as ordered bythe
Commission in Order No. R-1052-A is predicated on a finding by
this Commission "that the applicant has proved that there is a
general correlation between the delivergbilities of thegas wells

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

(Exhibit "Dv*)
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dedicated to said wells". This applicant respectfully alleges
that this finding of the Commigsion is contrary to and wholly
without support in the evidence and is therefore invalid and
void. 1In further support of the grounds here alleged there is
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 is 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
Jalmat Gas POcl and gas in place under the tracts dedicated to
sald wells. If 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 it is clearly shown that no such correlation
exists.

(d) That Order No. R-1092-4 is invalid in that even
thought it be assumed, as found by the Commission, it has been
proved ™there is a general correlation between the deliverabilities
of the gas wells in the Jalmat Gas Pocl and the gas in place
under the tracts dedicated to said wells", said finding provides

no basis authorized by the statutes of New Mexko for modification

(Exhibit "D¥)
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of the pre-existing acreage formula for proration of gas
produced from sald pool.

(e) That the Commission has considered factors not
permitted by the statutes of New Mexico in arriving at 1its
decigion which was the basis of Urder No. R-1092-A. It is apparent
from said Order that it was predicated in part upon (1) a finding
that the inclusion of a deliverability factor in the Jalmat
Gas Pool proration ormula 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
Jalmat Gas Pool. Neither of said considerations provides any
legal basis for the allocation of production under the statutes
of New Mexico.

(£) That Order No. R-1092-A results in econcmic waste
in that it will require the experd iture of an excess c¢f Four
Hundred Thousand Dollars ($400,000.00) by this applicant to
increase the deliverability of the gas wells operated by it in
this pool 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) That Order No. R-1092-A will result in underground
waste in that many of the wells in the Jalmat Gas Pool have

been completed for some ten to twenty years and their condition

(Exhibit D)



3

is such that the action required of a prudent operator under
Order No. k-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 Urder No. R-1092-A is invalid in that the
Commission would have guthority to change its existing proration
order for the Jalmat Gas Fool only upon procf 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
Jalmat Gas Pool would be protected to a greater degree by the
inclusion of deliverability as a factor in saild proration
formula. The burden of proof so assumed by Texas Pacific Coal
& 011 “Yompany as such applicant was not discharged by it.

(1) That Order No. R-1092-A results in irreparable
injury to the correlative rights of this spplicant and deprives
this applicant of its property without due process of law in that
it 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 Jalmat Gas Fool 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-1092-s is unreasonable, arbitrary
and discriminatory and the effect of said order is to confiscate
and deprive this applicant of its 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 II,
Section 18 of the Constitution of the State of New Mexico. 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 its properties in the Jalmat CGas Pool, acquiring vested
prcperty rights therein prior to the issuance of Urder No.
R-10%2-A.

(k) That 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. K-520, as amended, the Commission is as & matter
of equity and justice, estopped from amending said Order No.
R-520, as amended, to include g delivergbility factor in the
allocation formula, which amendment would digcriminate 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 Jalmat Gas Pool as set forth
and provided for in Urder No. R-520 as amended by Urder 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~1092-B

APPLICATICON 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 REGULATIORS
FOR THE JALMAT GaS POOL IN LEA COUNRTY,
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~10Y2-A, dated January 29, 1958, upon
the petition of Skelly 01l Company, Cities Service Cil Company,
The Texas Company, Sun (il Company, Humble 011 & Refining Company,
The Atlantic Refining Company, Continental 0il Company, Samedan
011 Corporation, Shell Cil Company, Sinclair 0il & Gas Company,
Amerada Petroleum Corporation, Standard (il Company of Texas,
Tidewater 011 Company, and Pan-American Petroleum Corporation.

NOW, on this 19th, day of February, 1958, the Commisgion, a
quorum being present, having considered the petitions for rehearing,

HEREBY ORDERS:

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

EXHIBIT "E"
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at Y 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 gnd year hereinabove
designated.
STATE OF NEW MEXICO
OIL CUNSERVATION COMMISSION
Signed by: Edwin L. Mechem, Chairman; Murray E. Morgan, Member;
A. L. Porter, Jr., Member & Secretary.

ir/

(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
COMMISSICN OF THE STATE OF NEW
MEXICO FOR THE PURPGSE OF
CONSIDERING:

CASE NO, 1327
Order No. R-1092-C

APPLICATION OF TEXAS PACIFIC COAL

& OIL COMPANY FOR AN ORDER IMMEDIATELY
TERMINATING GAS PRORATIONING IN THE
JALMAT GAS POOL; OR IN THE ALTERKATIVE
REVISING THE SPECIAL RULES AND REGULATIONS
FOR THE JALMAT GAS POOL IN LEA COUNTY,
NEW MEXICO.

ORDER OF THE COUMMISSION

BY THE COMMISSION:

This cause came on for hearing at % ofclock s.m. on October
18, 1957, November 14, 1957, and again on December 9, 1957, at
Santa Fe, New Mexico, before the Uil Conservation Commigsion of
New Mexico, hereinatter referred to as the "Commigsion”, and this
cause came on for rehearing before the Commisgion, upon the
petition of Skelly 01l Company et al., 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 testimohy and evidence adduced
at the original hearings and the subsequent rehearing, and being

tully advised in the premises,

EXHIBIT "F"
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FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the
sub ject matter thereot.

(2) That after considering all the evidence presented at
the original hearings and the rehearing in this case, the Commisgsion
reatfirms 1its finding that Texas Pacific Coal and 0Oil Company
has proved by a preponderance of the evidence that there 1s a
general correlation between the deliverabilities of the gas wells
in the Jalmat 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 formila for the Jalmat
Gas Pool would, therefore, result in a more equitable allocation
of the gas producticn in said pool than under the present gas
proration formula.

(3) That the provisions of Order No. R-1092~A should remain
in full force and effect.

IT IS THEREFORE ORDERED:

That the provisions of Order No. R-1UY2-A shall remain in
full torce and effect.

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

designated.
STATE OF NEW MEXI1CO
OIL CONSERVATION COMMISSION
Edwin L. Mechem, Chairman
Murray E. Morgan, Member
(SEAL ) A. L. Porter, Jr., Member & Secretary

s (Exhibit "F")
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AND, THEREAFTER, to-wit: On the 12th day of June 195k,
there was filed in the cffice of said Clerk, in said Cause

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

RESPONSE TC PETITICN FOR REVIEW

Comes now Respondent, (il Conservation Commigsion of New
Mexico, and for its response tc the Petition for Review, states:

1. It admits the sllegations of Paragraphs 1, 2, 3, 4(a),
4(b), 4(c), 4(d), 5 and 7.

2. 1t denies the general allegations ot Paragraph 6 that
the Orders compiained 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 ot 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 befcore the Commigsion in Case No. 1327,

4. It denies the gallegations of Faragraph 8 and it further
denies that the Petitioner may, without limitation, introduce
evidence before the Court upon trial of this cause.

WHEREFORE, Respondent prays the Court:

gy ¥
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1. That the Petition for Review be digmiassed.
2. That Orders No. R-10%2-4 and R-1092<C of the Commission

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

it may determine to be proper.

/s/ Willigm J. Cooley

/s/ Oliver E., Payne

Attorneys for Respondent, Oil
Consgervation 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 sald Cause No. 16,213,

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

RESPONSE

Comes Now Respondent, Texas Pacific Coal and 0il Company,
pursuant to Rule 10(c) of the Rules of Civil Procedure, and hereby
adopts the Response herein filed on behalf of the 0il Conservation
Commisgion 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.

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.)
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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 Pasc Natural Gas Company, a
Delaware corporation, and for its response to the Petition for
Review herein, 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 of 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(m),
together with all legal conclusions stated therein.

4. 1t denies the allegations of Paragraph & and it further
denies that the Petitioner may, without limitation, introduce
evidence before the Court upon trial of this cause.

WHEREFORE, Respondent prays the Court:

1. That the Petition for Review be dismigsed.

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

‘it may determine to be proper.
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HARDIE, GRAMBLING, SIMS & GALATZAN
F. O. Box 153 - El1 Paso, Texas

BY: _/s/ A. L, Grambling

COWAN AND LEACH
Hobbs, New Mexico

BY: __ /s/ Ray C. Cowan

Attorneye for Respondent
El Paso Natural Gas Company

(Service of pleading
certified to.)
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AND, THEREAFTER, to-wit: On the l6th 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 (il 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 1é6th day of June 1958, there
was filed in the cffice of said Clerk, in said Cause No. 16,213,

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

RESPONSE

Comes now Regpondent Permian Basin Fipeline Company, and,
pursuant to Rule 10(c) of the Rules of Civil Procedure, hereby
adopts the response herein filed on behalf of the Oll Conservation
Commigsion of New Mexico as its response in the same mammer and
to the same extent as though each paragraph thereof was herein
fully set out.

PEEMIAN BASIN PIPELINE COMPANY
Respondent

By _ /s/ Robert W. Ward
Attorney for Respondent

Robert W. Ward
201 North Love
Lovington, New Mexico

Lawrence 1. 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 Cguse No. 16,213,

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

MOTION FOR PRE-TRIAL CONFERENCE

Comes now Respondent, Cil Conservation Commission of New
Mexico, and moves the Court, pursuant tc Rule 16 of the Rules of
Civil Procedure, to order a pre~trial conference in this cause
for the following purposes:

1. Consclidation cf this Cause with Cause Nos. 16214, 16215,
16216, 16217, 1&218, 16215, 16220, for the purposes of trial.

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

3. The consideration of legal matters ralsed 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 its part in'the Review proceedings.

5. The necessity or deslrability of amendments to the
pleadings.

6. The possibility of cobtaining Admisgsions of Fact and
documents, which will avoid unnecessary proof.

7. 5Such other matters as may aid in the disposition of this

action.



011 Conservation Commigsion of New Mexico
Respondent

Oliver E, Payne

By:__Willlam J. Cooley
Attorneys for Respondent

(Service of pleading
certified to.)
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AND, THEREAFTER, to-wit: On the Yth 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 CORFERENCE

BE IT REMEMBERED, That on the 4th day of Auéust, 1958, in
the District Court, at Lovington, New Mexico, a pre~-trial
conferenc: in matters consolidated under the above-stated number
by order of the Court herein, the Honorable John R. Brand, Judge
of the Fifth Judiciagl District, in and for Lea County, State of

New Mexico, at which time there appeared the following:

JASON KELLAHIN - Continental 011 Company
Kellahin & Fox and

Box 1713, Santa Fe, N.M. Amergda Petroleum Corp.
0, E. SMITH - Humble 011 & Refining Co,

HARRY G. DIPPEL
1710 Fair Building

Fort Worth, Texas - Continental 0il Company
H. D, BUSHNELL

Tulsa, Oklahoma - Amerada Petroleum Corp.
REED ELLIOTT -~ Standard 0il Co. of Texas

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

JACK M. CAMPBELL
3ox 721, Roswell, N.M. - Texas Pacific Coagl & 0il Co.

KIRK NEWMAN
Box 867, Boswell, N.M. - Pan American Petroleum Corp.
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A, T. ADAIR ,
Fort Worth, Texas - Texas Facific Coal & 01l Co.

OLIVER PAYNE
Box 871, Santg Fe, N.M. - New Mexico 0il Conservation
Commigsion

JUDGE MORRIS GALATZAN
El Paso, Texas

T. McCARTHY
Omaha, Nebraska

RAY C. COWAR

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?

FR. KELLAHIN: GSince this is on motion filed by Mr. Campbell and
members of the 0il Conservation Commission staff, we assume
they will proceed in the matter.

MR. CAMPBELL: 1£ it please the Court, the 0Oil Conservation
Commission has filed the original motion for pre-trial
conference in this case. Briefly, the matter 1is brought
before this Court from an Crder of the New Mexico Cil
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 0il Conservation Commisgsion, which

is one respondent, and I repreaént Texas Pacific Coal & 011
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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 is 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 modiflied to some extent by a letter directly to
the Court from Mr. Malone and then by a letter responding
to that from the 0il Conservation Commigsion, and, as we
understand it, at the present time the matters that the
Court will consider at the pre~trial conference are: the
matter of the consclidation 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 asppeal from
the Order of the New Mexico 01l Conservation Commission. The
legal matters that are raised in the petition, we understand,
are not to be heard st this time but we will define them if
we can as between the parties so that at the time of the

hearing of the case they can be heard.

YoF
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If 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 is the nature
and extent of a review of an order from the 0il Conservation
Commisgion. 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 fit with what order the Court wants
to take these matters up and how he wants to hear argument
in connection with the legal question.

COURT: Have you agreed as to the propriety of consclidation?

CAMPBELL: We certainly have.

KELLAHIN: We certainly are, your Honor.

COURT: Sometimes we consolidate matters and find out that
it would have been simpler and better for everybody concerned
if it had been tried separately, but I take it this i{s not
one of those sort of things.

KELLAHIN: I think there is a matter raised in one question
that is not raised in the others, but I think substantially
they are the same. |

COURT: Very well. 1 see no reason then to do other than
order this consclidation, 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 it at

this time.
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(WHEREUPON, V¥r. Campbell makes argument.)

MR. CAMPBELL: I wonder if the suit can be given one number so
that in the future we may proceed in that manner?

THE COURT: Yes. It will be given the number of the first matter
filed.

(Mr. Ward makes obgervation, snd
Mr. Campbell and Mr. Bratton make
argument. }

THE COURT: It may be, Mr. Bratton, that Mr. Campbell knows more
about how I teel about this matter than you do. A matter
was presented here once -- it was a suit for declaratory
judgment filed by Phillips Petroleum, wasn't it, Mr. Campbell
-~ gomething similar to this I suppose. It was, 1 believe,
a case in which the Cil Conservation Commission had made
their first allocation, had not changed a previous order,
isn't that right? In other words, we had a gae producing
field where the owners had gone in fifteen or twenty years
earlier and had acquived oil and gas leases, property rights
which they had purchased, money which they had spent for
developing gas property, and, as I recall it, the Oil
Conservaticon Commisgion, without notice to a1l of the
persons interested in it and concerned, had put up an order
to the etfect that & unit of 16C 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 aftected by waste, had specified
that the Conservation Commisgion 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 it affected
their various property rights. |

It was my feeling at that time, and I expressed myself
on it, tc the effect that, if prior even toc the creation of
the 011 Congervation Commission, if I had gone to the owner
of a plece 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 markeﬁed, and that under
the law existing at the time I toock the lease, and during
all the intermediate years my rights were not affected or
hanpered by proration schedules and orders accompanying them
which said that I had to treat my leage as 160 acres, even
though it comprised only 40 acres, any act of the Legislature
that purported to give the Oil Consgervation Commission the
right to take from me any portion of my property, without
notice and without opportunity to be heard, was uncongtitutional

as taking my property without due process.

it
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Now that was an cff-hand remark made and that appearing
in the nature of a pre~trial conference. The Cil Conservation
Commission was not a party to the action. It asked per-
migsion to join as a party and it entered its appearance,
and for reasons which I do not know and have no reason to
inquire intc nothing more was ever heard of that proceeding.

But I still 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 tc the present matter
~- first, I don't believe it was mentioned, but it is my
idea that the use of the Latin term "de novo" would imply
in a trial de novo that the simple "preponderance" rule ought
to obtain rather than the rule weil knowm to apply to
appellate‘procedure which specifies that the substantial
evidence rule ought to apply. In my mind, de novo means
simply that, even if I be restricted to the testimony taken
before the Commisgsion, that, if it 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

A
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it be necegsary for the full information of the Court to
determine whether or not the Commission has acted within

its powers and within constitutional limitations, I would
listen to new testimony. No new testimony would be accepted
or heard which 1s merely cumulative, which was available to

the parties at the time of the hearing before the Commission,
but {f you,; Mr. Bratton, tell this Court, that we wish to

urge upon you that this Commission acted without constitutional
authority, or that it acted -~ in other words, saying that
they acted within their gpparent authority, we assert the
authority given by the Legislature was beyond the Legislature's
power because it 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 fail to see how this
Court can shut its eyes tc those considerations. It would
otherwise have to send the matter back to the 0il Conservation
Cormission, and I know of no way in which I can instruct

it as to what additional evidence to take.

It would be my idea that I could listen properly to
testimony which was not offered or considered by the
Commigsion, probably to testimony which was urnavailable to
it. I think if you gentlemen came into court and persﬁaded
me that a change of conditions had occurred which makes the

order of the Commission absurd under present conditions,

o ey
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even though proper under the conditions then obtaining,

that I should remand the matter to the Commission, set aside
its order, remand it to take such additional testimony in
view of the changed conditions as it sees fit. 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 it is their duty to find.

I agree with Mr. Campbell that I have no guthority teo
modify the order of the Commission, giving the word ™modify"
the sense that I say, "You have told thesé people that 160
acres 1s the proration unit, and I have decided that it
ought to be 200 or 320." That is & modification. Certainly,
if it become apparent as s 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 --
thig Court could modify an order based upon that sort of an
assumption, the same as a court might correet a clerical error.
And as I also stated that, if I thought, as against one
of the respondents, the Commission's order was capricious,
irrational or otherwise untengble, 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 certd nly
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expect all parties, in the event they desire to introduce
additional testimony, toc set out the gist of what testimony
they propcse to offer and the reason for doing sc. And, I,
of course, am not called upon to rule whether or not I will
ligten 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 tc present because it was
not before the Conservation Comrission] we want to use it
because of some reason ~- either it was not then available,
conditions have changed -- it 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, Darden. I don't remember what

the Supreme Court sald gbout that but I did tske 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 withcut due

process, that raises a constitutional question, and, if the
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Court cannot understand what is involved without the taking
of additional testimony, it will be permitted.
Anything further?

MR. CAMPBELL: If the Court please, may I request a little bit
wore information about the last portion of your conclusions?
As I understand Mr. Bratton's argument, it is his present
position that the very essence of this matter, as they view
it, is 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 CGURT: I think that is all you are complaining about, isn't
it, Mr. Bratton?

MR. BRATTON: First and foremost, thkat's our complaint.

MR. CAMPEBELL: W®hat I'm inquiring is this: Is it the Court's
conclusion that, if he can be convinced from the transcript
of the testimony already available to the Commission that
the Commission had evidence =-- that, if there is evidence in
there that would ensble the Court to make a determination
independently, that he will not hear evidence? As I view
it personally, we could conceivably start from scratch on
that position, and I'd like to be clear as to what is meant.

THE COURT: That's a matter of the mechanics of it. I am no one

to do any more work than my position compels me to do. 1
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would first expect counsel to advise me what evidence he
wishes to present. Then I would read the transcript, and,

if I concluded that I was sufficiently informed by the
transcript, I would refuse to hear more testimony. But

1f it appeared to me that the transcript is deficient in
facts which were to help me to a determination, which means
in effect that I conclude that the Commission should have
heagrd additional testimony, sﬁould have called for additional
testimony =-- but certainly I intend to permit no new testimony
which is merely cumulative or argumentative, or, which by
reasonable intelligence and reasonable presumption can
afford the Court an cpportunity to decide the issue without
taking additional testimony =--

MR. BRATTON: If the Court please, within that framework 1
believe there is 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 is in effect
now. The 0il Conservation Commission put it into effect
July the lst.

THE COURT: V£ this year?

MR. BRATTON: Of this year, yes, sir. That means that wells
which previocusly produced and were permitted te produce
ten million cubic feet of gas, are now being permitted to

produce two million, and vice versa. We know now what is
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actually going on under the order. At the time this matter
was presented and srgued before the Commission, of course,
there was conjecture as to just exactly what the allowable
might meanmd what might go on, but now we know. We have
that information and we can now come before the Court and
show to the Commission exagctly what is going on in the field
and where we think that gas is being taken from us and given
to somebody else. Now that is one of our basic questions
which we will propose to present.

THE COURT: That is 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 is whether it was reasonable in the sight of
the various parties. 1 thought I ought to mention that.

I don't think it is a separate and distinct problem.

THE COURT: In regard to the Phillips matter. I still regard
it entirely possible that the Court might hold that any
act which purports to give toc the Oil Conservation Commigsion
such broad powers as they apparently were given in this Act
is unconstitutional. I 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. It is entirely possible
that on receipt of thet information, the 01l Conservation
Commission might ask that thisg order be remanded for
rehearing by them. I'm sure that if the 01l Conservation
Commigsion is convinced that the practical application of
their order resulted in something they did not intend and
in something which should not be persisted inm, that it would
make an order more nearly to what it thinks should be done.

MR. CAMPBELL: If 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 f£iling
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 it would be proper to
do so 1f it 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. Bratton knows that
if he disagrees with the position of the appellant here
that he can dismiss and start over with the Oil Conservation
Commission.

MR. BRATION: That is one of the legal questions that we are

going to present to the Court at @ later date, the question
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of ccllateral attack upon the order of the Conservation
Commisgion 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 if we are going to have a second
pre-trial. I don't know that they are very essential st
thig 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
gecond conference if the Court would rather have it 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.

Fedke dedric *¥k
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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:

PETITIONERS' OFFER OF PROOF

Pursuant to the pre-trial Order ofifhe 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 tc use in the above matter, the nature of their
testimony, and the reason such testimony is offered.

1. Petiticners propose to offer testimony and evidence by
Mr, Robert M. Leibrock, Ccnsulting‘Petroleum Engineer, Midland,
Texas.

At the time of the hearing before the 0il Conservation
Commigsion the opinions of all experts were based upon then
available information. A gregt 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 variocus wells if the proposed formula including a deliverability
factor was put into effect. Since the date of the Commigsion's
Order complained of in this cause, new deliverability tests
have been taken on all the wells in the field and the Commission
Order has been put intc effect as of July 1, 1958, and allowables
have been assigned to the wells in the pool based upon saild

formula for each month since that date.
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On the basis of the information now available, a study has
been made by enginmers from all of the Petitioner companies,
which study has been supervised by Mr. Leibrock, and based upon
this study Mr. 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 utilized 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
Regpondent companies' method of analysis, deliverability does
not result in s more equitable allocation but rather in a less
equitable allocation than under the pre-existing formula.

(b) Utilizing the same method of analysis, it will be shown
that the Petitioners will suffer over Four and One Half Million
Dollars more drainage over the life of the fleld under the
deliverability formula then 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 tests made on all
of the wells since the Commigsion Order was entered, it will be

gshown 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 Commigsion
insofar as they purport tc change the allocation formula to
include a deliverabllity 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, Petitionmers propose to offer
testimony and evidence by Mr. Leibrock fcr the purpose of showing
that the term deliverability is meaningless unless defined as to
how such deliverability is to be determined, and for the further
purpcse of showing that it is virtually impossible to obtain
accurate deliverability tests under the conditions prescribed
by the Commigsion.

In further support of this contention Petitioners propose
to call Elvis Utz, Gas Engineer for the Oil Conservation
Commigsion 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 gt 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.



3. Mr. Leibrock will testify that since the Commigsion 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 i{is now availsgble due
to the fact that deliverability tests have been taken on all
the wells since the Commission Order was entered gnd the allowables
under a deliverability formula are now available. Petitioners
will offer this evid ence in gupport of the allegations in their
Petitions that the Commission finding that there 1s a general
correlation between delivergbilities and recoverable gas in place
under the tracts dedicated to the well is a conclusion which can
be gshown 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. Petiticners 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.

€. 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 is knowm.

Respectfully submitted,

ATWOOD & MALONE
Roswell, New Mexico

KELLAHIN & FOX
Santa Fe, New Mexico

HERVEY, DOW & HINKLE

By__/s/ Howard C. Bratton

Attormeys for Petitioners

(Service cf 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 Cguse

Ro. 16,213, in words and figures as follow, to-wit!:

STATEMENT OF THE CASE

This case invclves the question of proration of gas production
from the Jalmat Gas Pool, which lies generally in Townships
21 South, Range 35 East, through 23 South, 35 Eagst; 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 formatioms.
Proration of gas production is govermed by the provisions
of Sections 65-3-13 and 65-3-14, New Mexico Statutes, 1953, and
rules adopted by the 0il Conservation Commission of New Mexico.
Gas prorationing was first instituted in the Jalmat Gas
Pool and a number of other pools In southeastern New Mexico in
1954, after a series of hearings extending over approximately
four years, dufing the course of which it 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 01l Conservation Commission
adopted without reference to deliverability a proration formula
based solely upon the acreage allccated to the individual well.

Although the proration order required that wells be brought
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into balance every six months, by regtricting or shutting in
thoge 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 sllowable, 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 & 0il Company scught an order from the Commission
"inmedigtely terminating gas prorationing in the Jalmat Gas
Pool, Lea County, New Mexico, or, in the alternative, for an
order immediately cancelling all accumulated under production;
requiring purchasers tc increase nominations commensurate with
actual takes; establishing deliverabiliﬁy ags a factor in the
proration formula; establishing maximm takes as to wells in
the pocl; 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 %, 1957.

Under date of January 29, 1958, the Commission entered its

order No. R-~1092-A denying the application of Texas Pacific Coal
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& 011 Company in all respects except that the existing allocation
formula bgsed 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 corder Ne. 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 in
this court seeking review of the Commission's action under the
provisions of Section 65-3-22, New Mexico Std& utes, 1953, by:
Continental 01l Company, Shell 01l Company, Cities Service 0il
Company, Pan-American Petroleum Corporation, Humble Oil and
Refining Company, Amerada Petroleum Corpcration, Standard Oil

Company of Texas, and The Atlantic Refining Company.

The Petitions For Review

Ags a result of the Commigsion's action in its Cause Ko. 1327,
this Court now has before it 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 same; however, it 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 it 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 is no logical argument against consocli-
dating the cases for hearing in this Court, and they have been so

congolidated.

Statutory Provisions For Review

Probably the first question to be resolved is raised by the
provisions of the statute governing review by the court of actions
taken by the 0il Conservation Commission.

Section 65-3-22, after first 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 is
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 gppeal
shall be served upon the adverse party or parties and the
commigsion 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 legsl
objections to evidence, in the same manner as if such evi-
dence was originally offered in the district court. The com~-
miggsion action complained of shall be prima facle 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 commisgsion, 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, it shall enter such order in lieu thereof . as it
may determine to be proper. Appeals ng 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 cf 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, immediagtely ralse
questions both as tc the natu 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 combission, 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 sald

orders by the court.

Questions Raised In The Fetitions

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 & 0il “ompany,
insofar as it sought inclusion of deliverability as a factor in
the proration formula is concermed, constituted a collateral
attack upon the previous proration order of the commission.

2. That sbsent a showing of a change of conditions, or that
waste would occur, the Commission was without jurisdiction to
change the previcusly-established proration formula.

3. That Texas Pacific Coal & 0il 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 Iin the absence of a showing that waste
was occuring or would occur, or that there had been achange of
conditions subsequent tc 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 therecoverable 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.

v e
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5. That even if such a correlation exists, it forms no
basis authorized by law for modification cf the pre-existing
proration order.

6. That the decision of the Commission is not based upon
any factor authorized by law for the determination of a pro-
ration formula, but is based upon factoxrs not contemplated nor
permitted by the statutes of Kew Mexicoc.

7. That the orders will result in waste and will violate
correlative rights, contrary to law.

8. ?hat the orders will result in underground waste, con-
trary to law.

S. That the orders will result in greater drainage across
lease lines than would cccur under the previously existing
proration orders.,

10. That vested property rights have accrued which will be
disturbed and violated as a result of the Commigsion'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 cffset cperators 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 toc law.

o L
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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 tc admit testi-
money as to property rights acquired under the pre-existing
proration order.

l4. That the formula for prorating allowable production
which includes a delivergbility factor is not a reasonsble 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
previocus corder.

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 Commigsionts
application of the provisions of the New Mexico Statutes to the
facts before it in this case. Such questions can be resclved
only by reference tc the record, which 1s 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.



Other Matters

In addition to the matters raised in the petitions for
review, the prayer for relief raises additional questions which
are authorigzed by the statute, in that petitiomers 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 authorigzed by Sec. 65-3-22 of the
statutes. It 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 authori zed
to prevent waste, and to protect ccrrelative rights.

Petitioners contend here that there is no question of waste
prevention before the Commission in this case when it considered
a change in the proration formula. The sole question was one of
reallocating the allowable gas production in the pool, resulting
in the restriction of production from some wellsa 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
Sants Fe, New Mexico

HERVEY, DOW & HINKLE

By /s/ _Jason W. Kellahin

Attorneys for Fetitioners
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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:

PETITIONERS ' SUPPLEMENTAL COFFER 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! 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 011 Company for the purpose
of showing that it is impossible to determine the deliverability
of gas wells with any degree of accuracy under the conditions
prescribed by the 0il Congervation Commission, that the results
of deliverability tests are frequently based upon arbitrary
assunptions, and the results of such tests vary with the conditions
under which the wells are tested.

This testimony and evidence is 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 availgble
to counsel.

The testimony and evidence 1s offered in support of

Petitioners contention in this case that the order of the

L
T
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Commission is vague, indefinite and uncertain; for the purpose
of supporting Petitioners contention that the formula for pro-
rating allowable production of gas which includes a deliveragbility
factor is not a reasonable basis upon which to prorate and
allocate the allowabie production of gas from the Jalmat Gas
Fool; and for the further purpcse of supporting Petitioner's
contention that inclusion of a deliverablility factor in the
proration formula will result in irreparable injury to the
correlative rights of Petitioners and will prevent Petitioners
from producing the recovereble gas in place underlying the tracts
on which their wells are located.

Regpectfully submitted,

ATWOOD & MALONE
Roswell, New Mexico

HERVEY, DOW & HINKLE
Roswell, New Mexico

KELLAHIN & FOX
Santa Fe, New Mexico

By _/s/ Jaeon W. Kellghin

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: =

MOTION

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 its proceedings,
including the transcript of all testimony, all original exhibits,
admitted or offered at the hearing before the 0il Conservatiocn
Commigsion of New Mexico, and all orders entered by the Commission
pertaining to the case under Case No. 1327 on the docket of said
Commission, all of which are necessary for use in reviewing the

action of said Commigsion in this cause as provided by law.

KELLAHIN AND FOX

By __/8/ Jason W. Kellahin
Attorneys for Petitioners

(Service of Pleading
certified to.)
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AND, THEREAFTER, to-wit: On the 12th dgy of June 1959, there
was filed in the office of sald Clerk, in said Cause No. 16,213,

in words and figures as follows, to-wit: an

O RDER

This matter coming regularly before the Court upon the motion
of petitioners for an order directing the respondent 0il
Conservation Commission of New Mexico and its individual members
to forthwith prepare and certify to this Court the entire record
of its proceedings, including the transcript of all testimony,
all original exhibits admitted or offered at the hearing before
the 01l Conservation Commission, and all orders entered by the
Commission pertalning to the case under Case No. 1327 on the
docket of gaid Commission, and

The Court befing fully advised in the premises and good cause
appearing therefor,

It is, therefore, ORDERED that the respondent 0il Congervation
Commisgsion of New Mexico, and the individual members thereof,
forthwith prepare and certify to this Court the entire record of
its proceedings, including the transcript of all testimony, all
original exhibits admitted or offered at the hearing before the
011 Comservation Commission of New Mexico, and all orders entered
by the Commission pertaining to the case under Case No. 1327 on

the docket of sgid Commisgsion.
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It 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,

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

STIPULATION

It is hereby stipulated and agreed by the parties hereto
that JOHN BURROUGHS, Governor of the State of New Mexico, is
successgor in orfice to Edwin L. Mechem, and as such is8 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 all purposes.

KELLAHIN AND FOX

By _[s/ Jason W. Rellghin
Attorneys for Petitioners

/8/ Oliver E. Payne
OLIVER PAYNE, Attorney for 0Oil
Conservation Commission of New
Mexico

[s/ Robert W. Ward /s/ A, S. Grenier
ROBERT W. WARD, Attorney for Attorney for Southern Union Gas
Permian Basin Pipeline “ompany Company

HARDIE, GRAMBLING, SIMS & CAMPBELL & RUSSELL
GALATZAN and RAY C. COWAN
By__/s/ Jack M. Campbell

By _/s/ Ray C. Cowan Attorneys for Respondent Texas
Attorneys for k1 Paso Pacific Coal & 011 Company

Natural Gas Company
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AND, THEREAFTER, to-wit: On the 26th day of June 1959, there
was filed in the office of sald Clerk, in said Caguse No. 16,213,

in words and figures as foliow, tec-wit:?

RESPONDENTS' OFFER OF PROOF

Regpondents make this offer of proof without prejudice to
their contention, heretofore presented to the Court, that the
Court may not lawfully receive or consider agny testimony or other
evidence in addition to the record made before the Oil Conservation
Commigsion 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 toc the requirement of
the Court upon pre-trial conference, Respondents set forth herein
the names of witnesses they propose to use agnd the general nature
of their testimony. This offer of procf 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. ?éibrock upon the matter of the use ofs
pressure decline study to determine recoverable gas in place and
upon the equities involved in the gas proration formula adopted
by the Commission as opposed to the "straight acreage" formula

advocated by Petitioners.
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2. Elvis Utz, Gas Engineer for the 01l Conservation
“Yommission 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 Jalmat
Gas Pool. Mr. Utz will glso testify as tc the practical use of
deliverability and testing procedures thereunder.

3. Randall lMontgomery, Proration Manager for the 01l
Conservation Commission, will testify as to the re-working of
wells since the adopticn of the present proration formula in the
Jalmat 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 Coalland 011 “ompany, will
present an analysis of allowable production in the Jalmat Cas
Pool since the present formula became effective including an
analysis of re-work operations and increased deliverability
resulting therefrom, particularly with respect to Continental
0il Company, one of the Petitioners herein,

5. Norman Woodruff, El Pasc Natural Gas Company, will present
evidence tc show that allocation of gas under the present formula
provides a more equitable distribution of production than did
the "straight acreage" forrula.

Respondents will offer such other or further evidence as
may appear advisable in rebuttal to any testimony or evidence

cffered by Petitioners. The nature of this testimony or evidence
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cammot be determined until

Petitioners have offered evidence

and the nature thereof is known.

RN
il el

Regpectfully submitted,

OIL CONSERVATION COMMISSION OF NEW MEXICO
Santa Fe, New Mexico

CAMPRELL AND RUSSELL
Roswell, New Mexico

COWAN AND LEACH
Hobbs, New Mexice

HARDIE, GRAMBLING, SIMS AND GALATZAN
El Paso, Texas

ROBERT W. WARD
Lovimg ton, New Mexico

By [s/ Oliver E., Payne
Oliver E. Payne
Attorney for the
0il Conservation Commission
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AND, THEREAFTER, to-wit: On the 21st day of August 1959,
there was filed in the office of saild Clerk, in said Cause

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

REQUESTED FINDINGS OF FACT AND CONCLUSIONS OF LAW

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 theretc.

2., 01l Congervation Commigsion Orders No. R-1092-A and
R-1092-C are not unreasonable, unlawful, arbitrary, or capricious.
3. 0il Conservation Commission Orders No. R-1092-A and

R-1092-C are not vague, indefinite, or uncertain.

4, Petitioners had knowledge and informagtion as to the
megning of 011 Consgservation Commiseion 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 0il Conservation Commission Orders No. R-368-A and
R~369-A and not by Order No. R-520.

6. 01l Conservation Commission Orders No. R-368~A and

R-369=-A contained findings as follows:
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"(6) That pending further stwdy and orders, the
allocation of gas in the Jalco (Langmat) Gas Pool
should be calculated on the basis of 100 per cent
acwage * - [ ] L

"(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 fairmess and feasibility of an allocation factor
for the pool which employes the factors of deliver-
ability, pressure, or any other factor relatiag to
gas well productivity."

7. There is a general co-relation between the deliverability
of gas wells In the Jalmat Gas Pool and the recoverable gas in
place under the tracts dedicated to said wells, and the inclusicn
of a deliverability factor in the proration formula for the pool
will therefore result in a more equitable gllocation 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 its Orders No. R-1092-4 and R-1092-C allocates the allowable
production among the gas wells in the Jalmat Gas Pool delivering
to a gas transportation facility upon a reascnable basis, and
recognizes correlative rights, and insofar as it is practicable,
said Order prevents drainage between producing tracts in the said
pool which is not equalized by counter-drainage.

9. In its final determination in this matter the 0il
Conservation Commission did not congider any improper factors.

10. 011l Conservation Commission Orders No. R~-1092-A and

R-1092~C have not resulted and will not in the f uture result in
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any economic waste.

11. 01l 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 Jalmat Gas Pool than did the 100%

acreage formula.

Conclusions of Lew

1., The application of Texas Pacific Coal and 011 “ompany
in Case No. 1327 before the 0il Conmservatiom Commission did not
constitute a collateral attack upon any prior order of the Cil
Conservation Commission.

2. Neither Orders No. R-368-A, R-369-A, or R-520 entered by
the Cil Conservation Commission constituted a final determinsation
that the allocation of the gllowable production f£from the Jalmat
Gas Pool should be made on a 1007 acreage basis, and the 0il
Congervation Commission had authority and jurisdiction to modify
or change the proration formula established by ite previous orders.

3. Neither Texas Pacific Coal and 0il Company nor the 0il
Consgervation ;Tommission was estopped from requesting a change or

making a change in the prorationing formula for the Jalmat Gas



91

Pocl, and the Uil Conservation Commission had authority to revise,
modify, or change its Orders No. R-368~A, R-36%-A, or R-520,

4. The finding of the 0il Consgervation gommissicn in its
Order R-1092-C Y"that there 1s a general co-relation between the
deliverabilities of the gas wells in the Jalmat 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 Jalmat Gas Pool.

5. 01l Comservation Commiggion Orders No. R-1092-A and
R-1092-C are not unlawful, unreasonable, arbitrary, or capricious,

6. The Oil Conservation Commlssion in Case No. 1327 did not
err by refusing to permit the introduction of testimony with
reference to property rights allegedly acquired by petiticners
while No. R-520 was in effect, nor did it err in refusing to permit
petitioners to present testimony or proof of communitigzation of
properties which had occurred while said Order was in effect.

7. 01l Conservation Commission Orders No. R-1092-A and
R-1092-C protect ceorrelative rights of owners of properties in
the Jalmat Gas Focl and tend to prevent waste.

§. 0il Congervation Commission Yrders No. R-1092-A and
R-1092-C are not vague, indefinite or uncertain.

9. 0il Conservation Commission Orders No. R-1092-A and

R-1092-C are not confiscatory; do not deprive petitioners of their
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property without due process of lawj and do not impair vested
rights.
10. 01l Conservation Commission Orders No. R-1092-A and
R-1092-C are not unreasonable, unlawful, arbitrary or capricious.
11. Petitioners failed to sustain thelr 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,
CAMPRELL & RUSSELL

By [s/ Jack M, Campbell
Jack M. Campbell

Attorneys for Respondent _

Texas Pacific Coal and 0il Company
but submitted on behalf of all
Respondents

(Service of Pleading
certified to.)

e n*
.3
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4ND, THEREAFTER, to~-wit: On the 27th day of August 1¢59,
there was filed in the office of sald Clerk, in sald Cause

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

MOTION

Come now the Petitioners and move the court for an order
enlarging the time in which to submit thelr requested findings
of fact and conclusions of law, now due on August 26, 1959,
granting them an additional ten days in which to file such requested
findings of fact and conciusions 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 avalilable 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 conscldiated 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 & FOX
Santa Fe, New Mexico

HERVEY, DOW & HINKLE
Roswell, New Mexico

By__fs/ Clarence E. Hinkle
Attorneys for Petitioners

wakzy®
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AND, THEREAFTER, te=wit: OUn the 25th day of August 1959
in open court, and on the 27th day of August 1959 there wasz filed
in the office of sald Clerk, in said Cause No. 16,213, in words

and figures as follow, to-wit: an

R DER

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, 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 is extended to September 8, 19Y59.

/s/ Geo. T. Harris
District Judge
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AND, THEREAFTER, to-wit: On the Z28th 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, 1Y5Y9, was maliled to opposing counsel of

record this 26th day of August, 1Y3%.

KELLAHIN & FOX

By__/s/ Jason W, Kellghin

Attorneys for Petitioners
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AND, THEREAFTER, to-wit: On the 3lst day of August 1959,
there was filed in the office of aaid Clerk, in said Csuse

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

MOTI ON

Come now the petiticners and move the Court for an Order
enlarging the time in which to submit thelr requested findings
of fact and conclusions of law, now due on August 26, 1959,
granting them an additional 20 days in which to file such
requested findings of tfact 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 coungel have not been avallable to participate fully in
the preparation of such requested findings and conclusions.

2. That due to the large number of parties invclved 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 W. 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

CRDER

This matter coming regularly before the Court upon the
motion of petitioners for an order enlarging the time in which
to submit requested tindings 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 18 extended to September 26, 195Y.

[s/ Jobn R. Brand
Digtrict Judge

R
£555
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AND, THEREAFTER, to-wit: ©On the 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

CERTIFICAIE

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 ot fact and conclusions of law herein to
September 26, 1959, was malled to opposing counsel of record

this lst day of September, 1959Y.

KELLAHIN & FOX

By J[/s/ Jason W. Kellahin
Attorneys for Petitioners
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AND, THEREAFTER, to-wit: On the 1l8th day of January 1960,
there was filed in the office of said Clerk, in gaid Cause

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

REQUESTED FINDINGS CF FACT AND CONCLUSIONS OF LAW
OF PETITIONERS CONTINENTAL OIL COMPANY, ET AL

COME NOW Petitioners in the gbove styled and numbered cause

and respectfuliy request the Court to adopt the following:

Findings of Fact

1. The above styled gnd numbered cause is a consclidation
of eight appeals from Orders No. R-1U92-A and R-1092-C of the
011 Conservation Commissgion of New Mexico, entered respectively
on January 29, 1958, and April 25, 1958, fhe Petitioners who
individually appealed from the Urders and whose appeals were
consoldiated by order of the Court im this case are: Continental
Oil Company, Amerada Fetroleum Corporation, Pan-American Petroleum
Corporation, Cities Service (0il Company, Shell 0il Company,
The Atlantic Refining Company, Standard 0il Company of Texas,
and Humble Oil and Refining Company. The Respondents in all
appeals are the 011 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
0411 “ompany, a foreign corpamtion; El Paso Natural Gas Company, a

foreign corporation; Permian Basin Pipeline Company, a foreign

iy
e
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corporation, and Southern Union Gas Company, a foreign corpcration.
By stipulation John Burroughs was substituted for Edwin L. Mechem
as member and chairman of the Oil Conservation Commission and
Respondent in the cases.

2. Each of the Petitioners is a foreign corporation duly
admitted to do business in the State of New Mexico and is the
owner of oil and gas properties and gas wells situated within
the exterior boundaries of the Jalmat 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 0Oil Conservation Commission of
New Mexico, and all 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 01l Conservation Commission as required by statute. Timely
appeals were taken by each of Fetitioners from Orders No. R-1092-A
and R-1092-C, and service of notice of sald appeals as required
by law was duly made upon Respondents.

4, The Jalmat 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, AL the time of the filing

of the Petition in the proceeding before the 0il Conservation
Commigsion from which this appeal is taken, there were gpproxi-
mately 389,13 gas units within the Jalmat Gas Pool, each of which
was producing natural gas through one or more gas wells.

5. The 0Oil Conservation Commission of New Mexico did not
limit the production of natural gas from the wells located in
what is now the Jalmat Gas Fool 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
0il Conservation Commission, by order effective January 1, 1954,
inagugurated prorationing in what is now the Jalmat Gas Pool.

On August 12, 1954, following further hearings, the Commission
isgued its Order No, R-520 in Case No. 673 which created the
Jalmat Gas Pool and provided the method for allocating gas
allowable as between the wells in said pool. Said Order provided
for the allocation of all allowable production between natural
gas wellg solely on the basis of the acreage attributed to each
well. This was the basis on which all natural gas allowables
have been allocated as between the wells in the ngtural gas pools
of southeastern New Mexico, and likewise the basis on which all
oil allowables have been and are allccated as between oil wells
in the State of New Mexico. The production of natural gas fronm

the Jalmat pool as provided in Order No. R-520 continued to be

oy

kX
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allocated on a 100% ecreage basis until the entry by the
Commiggion of Order No., R-1092-A, from which this appeal is
taken.

6. Case No. 1327 before the 01l Congervation Commission,
in which Orders No. R-1092-A and R-1092-C were entered, was
initiated by the gpplication of Respondent Texas Pacific Coal
and 011 Company praying, in the alternative:

(1) an Order immediately terminating gas prorationing
in the Jalmat Gas Fool, or

(2) an Order immediately cancelling all accumulated
under-production and redistributing such under-
production to over-produced wells in the Jalmat 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 amoun! of gas which may be
taken from any well in the pocl during any specified
period of time.

7. After hearings, the Uil Conservation Commission, on
Jamuary 29, 1958, entered Order No. R-1092-A, including deliver-
ability as a factor in the proration formula for the Jalmat Gas
Fool. The Commission thereby terminated the allocation of
allowable in the Jalmat pool on the 100% acreage basis which
had existed since the inauguration of proration on January 1, 1954,
and substituted a formuls 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.

A
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8. Fetitioners applied for rehearing, and after rehearing
the Commission entered its Order No. R-1092-C directing that
Order No. R-1092-A remain in full force and effect.

%. During the course of pre-trial conferences on August 4,
1958, and September 23, 1958, it was stated by counsel for one
or more of the parties, without dissent from ccunsel for any of
the parties, that the issues pregented 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 bgsis that there was no public interest involved, the
Court made its trial ruling that the 0il Ccnservation Commission
was not properly an adversary party, at which time counsel for
the Commission denied it had agreed that no question of waste
was involved.

10. Order Nec. R-1092-A; as reaffirmed by Order No. R-1092-C,
is based upon a finding by the Commission that "Texas Pacific
Coal and Cil Company has proved by a preponderance of the
evidence that there is a general correlgtion between the deliver-
abilities of the gas wells in the Jalmat Gas Pool and the
recoverable gas in place under the tracts dedicated toc said
wells." Said finding is not supported by substantial evidence
in the record before the Commigsion in that;

(a) No evidence whatever was presented by Respondents
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in the hearing before the Cil Conservation Commission as to the
recoverable gas in place under the tracts dedicated to the wells
in the Jalmat Gas Pool. The existence or ncnexistence of a
correlation between deliverabilities of gas wells and "the
recoverable gas in place under the tracts dedicated to said
wellg" could not be determined in the absence of such evidence,
and hence nc substantial evidence supports said finding.

(b) All testimony presented by Respondents was as to
the "reserves" of the gas wells iIn the Jalmat pecol, 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 all drainage from surrounding tracts which has occurred
during the history of the well in question will continue through-
out its lifetime, It thereby attributes to a draining well
(usually a high deliverability well), and hence to the tract on
which it 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 bea s
no fixed relationship to the amount c¢f gas which g 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 Jalmat Gas Pool,
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{(d) The only evidence offered before the Commigsion
or before this Court as to the recoverable gas in place under
the tracts assigned to the wells in the Jalmat pool was offered
by Petiticners 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-1U09Y2=-A purports to allocate 75% of the gas
production from the Jalmat Gas Pool on the basis of the acreage
dedicated to a well multiplied by the calculated deliverability
of satd well. Calculated deliverability is defined in the Order
as the result of deliverability tests to be taken "in a manmer
and at such time as the Commission may prescribe™ and is not
otherwige defined in the Order.

12, The term "deliverability” as used in the oil and gas
industry means the ability of a well to produce under specified
conditions, and until such conditions are specified, the term is
meaningless for purposes c¢f practical application.

13. By informal memorandum issued without notice and hearing
under date of February 24, 1958, the Commission undertoock to define
deliverablility and tc prescribe the conditions under which
deliverability tests would be taken in the Jalmat Gas Pool and
the manner of calculating the results of such tests.

14. The calculated deliverabilities resulting from

succesgive tests of wells in the Jalmat Gas Pool, taken in the

Y
-
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nanner prescribed by the memorandum of February 24, 1958, have
varied to such an extent that the deliveragbility 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 tc the
respective welis. 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 calculagted deliverabllity of
wells in the Jalmat pool, as computed on the basis of successive
officiagl annual tests made in accordance with the requiréments
of the 0Oil Conservation Conmission, has fluctuated up to extremes
of more than 2,000%. For all of the wells in the pocl as a whole,
there resulted an average change in calculated deliverability
between 1958 and 1959 of 40.32%. This change could have no
relationship to any change in recoveragble gas in place under the
tracts assigned to the wells tested.

16. Fluctuations in calculated deliverabllity reveagled by
successive tests of wells in the Jalmat 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 thst as a result of the
modification in the proration formuls provided for by Order
R~1092-A, eight operators in the Jalmat 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
Commisgion by Petitioners as to the anticipated effect of the
inclusion of deliverability in the proration formula. There was
no evidence before the Cormission or before the Court from which
it 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 disclcses that application of the proration
formula promulgated by Order R-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-1052-C, results

in injury tec the correlative rights of the operators in the



1¢8

Jalmat Gas FPool which does not occur under the pre-existing
1007 acreage allocation formula.

20. The evidence discloses no change in the condition of
the Jalmat Gas Pocl 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
Commigsion 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 Jalmat 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, if producing gas in sald pool at all, do so

incidentally tc the operation of their pipelines.

Conclusions of Law

1. 7The Court has jurisdiction of this review action and of
the parties thereto.

2. Under the statutes of New Mexico, the 0il Conservation
Commissicn, in the alleocation of natural gas allowables, is
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 is 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 is
contrary to the statute and in excess of the jurisdiction of the
Commigsion. The a bstitution of "reserves" for recoverable gas

in place made by the Commission in the promulgation of Order
R-1092-A i3 in excess of the jurisdiction of the Commission, and
Order R-1092-A is, therefore, invalid and void.

3. Orders R-1092-A and R-1092-C of the New Mexico Oil
Congervation 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 Jalmat Gas Pool, having
been insugurated by the Commission on the basis of 100% acreage
formula, could only be changed by the Commisgion if the formula
proposed would result in greater protection of the correlative
rights of the owners in said pool as sald 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 Jalmat
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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is not the equivalent of a finding that such action would result
in gffording tc the owner of each property in the pool a better
opportunity to produce without waste his just and equitable

share of the gas in said pool, so far as can be practically
obtained without waste, substantiaglly in the proportion that the
quantity of recoverable gas under such property bears to the
total recoverable gas in the pool, which is the standard fixed by
the Legislature.

6. Having falled 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 formmla provided by
Order R~1092-A.

7. There is no general correlgtion between the deliverabil-
ities of the gas wells in the Jalmat Gas Pool and the recoverable
gas in place under the tracts dedicated to said wells. The
inclusion of the deliveragbility factor in the proration formula
for said pool will result in increased érainage in said pool
not offset by compensating counter drainage. VYrders R-1092-A and
R~1092-C agre, therefore, arbitrary, capricious and void.

8. The igsue of waste is not invelved in this case.

9. In the gbsence 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

;W\ﬂ!
o
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authority or jurisdiction to modify the proration formula in the
Jalmat Gas Pool, which was promulgated by Order R-520.

10. The loss of income sustained by Yetitioners and other
operators in the Jalmat Gas Pool as a result of Order R-1092-a,
as reaffirmed by Order R-1092-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 gaid Order is, thereiore, void.

11. Order No. R-1092-A, as reaffirmed by Order R-1092-C, is
so vague and indefinite as to be invalid and void for the reason
that it fails to provide for the manner in which the calculated
deliverability of wells will be determined, and, hence, it is
impossible for the owners of wells in said pool to determine
from said Order its 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~1(92-C, is so vague, indefinite
and uncertain as to be invalid and void in that the fluctuation
of calculated deliverabilities of wells in the Jalmat Gas Fool
which has actually occurred under said Order and the subsequent
memorandun issued by the Commigsion can have no possible relation
to fluetuations in the recoverable gas in place. This results in
a redistribution of the ownership of the gas in place in the
Jalmat Gas Pool on an iilegal arbitrary and capricious basis
and without due process cf law in violation of State and Federal

Constitutions.



112

13. Order R-109Y2-A is invalid and void for the reason that
it does not congtitute a reasonable basis for the proration of
production of natural gas in the Jalmat Gas Pool inasrmuch as
it 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 it is practical
to do so, to the owner of each preperty in the pool the oppor-
tunity to produce, without waste, his just and equitable share
of the gas in the pocl. This is defined as an amount so far as
can be practically determined, and so far as can be practically
obtained without waste, substantiglly 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 Jalmat 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 egquitable
share of the gas in the pool, as defined by the statute, is an
essential prerequisite of any change in the formuia. No such

finding was made and nc evidence was presented in this case which
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would support such a finding inasmuch as nc evidence was offered
by Respondents as toc the recoverable gas in place under the tracts
of the respective owners. There was, therefore, no evidence as
to the effect of the proposed formmula 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-10%2-C to be void, and vacating and setting them aside.

Respectfully submitted,

HERVEY, DOW & HINKLE
KELLAHIN & FOX
ATWOOD & MALONE

By:_/s/ Ross L. Malone
Attorneys for Petitioners

PR
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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 sald 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. 01l Conservation Commission Orders No. R-1092-A and
R-1092-C are not unreasonable, unlawful, arbitrary, or capricious.

3. 0il Ceonservation Commission Orders No. R-1092-A and
R-1092-C are not vague, indefinite, oxr uncertain.

4, Petitioners had knowledge and information as to the
meaning of 011l Conservation Commigsion Crders No. R-1092-A and
R-1092~-C, and the meaning of the term "deliverability" as used
therein, and sald Urders were understandable.

5. The proration formula based upon 100% acreage was
established by 0il Conservation Commission Orders No. R-368-A
and R-36%-A and not by Order No. R-520.

6. ©1il Conservation Commission Orders No. R-368-A and

R-36Y~-A contained findings as follows:

T
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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 e & o o o

n(7) That an adequate gas well testing procedure
gshould be adopted as soon as possible so that
operatorsg, purchasers and the Commission can determine
the falrness 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 is a general co-relation between the deliverability
of gas wells in the Jalmat Gas Fool 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 & formula based upon 1007%
acreage.

8. The formula adopted by the Oil Conservation Commisgsion
in its Orders No. R-1092-A and R-10%2-C allocates the allowable
production among the gas wells in the Jalmgt Gas Pool deliering
to a gas transportation facllity upon a reasonable basis, and
recognizes correlative rights, and insofar as it is practicable,
said Order prevents drainage between producing tracts in the said
pool which is not equalized by counter-drainage.

9, In its final determination in this matter the Cil Con-
servation Commissiondd not consider any improper factors.

10. 01l Conservation Commission Orders No. R-10%2-A and

R-10%2~C have not resulted and will not in the future result in
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any economic waste.

11. O©il Conservation Commission Orders No. R1092-A énd
R-1092-C have not caused and will not in the future cause
underground waste.

12. The deliveragbility formula in the Order complained of
encourages prudent operations and discourages imprudent operations
and, thus, contributes to preventicn of waste and the better
utilization of gas in the Jalmat Gas Pocl than did the 100%

acreage formula.
The Court adopts the following

Conclusions of Law

1. The application of Texas Pacific Cocal and Cil Coempany
in Case No. 1327 before the (il Conservation Commission did not
constitute a collateral attack upon any prior order of the 01l
Conservation Commission.

2., Neither Orders Nc. R-368-A, R-3€9-A, or R-520 entered by
the 0il Conservation Commission constituted a final determination
that the allocation of the allowable production from the Jalmat
Gas Pool should be made on a 1007 acreage basis, and the 0il
Congervation Commission had authority and jurisdiction to modify
or change the proration formula established by its previous orders.

3. Neither the Texas Pacific¢ Cogl and Uil Company nor the

0il Conservation Commission was estopped from requesting a

o
PR
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change or making a change in the prorationing formula for the
Jalmat Gas Pool, and the Oil Conservation Commission had authority
to revise, modify, orchange its Orders No. R-368-A, R-369-4,

or R-520.

4. The finding of the Cil Conservation Commission in its
Order R-1092~-C "that there is a general co-relation between the
deliverabilities of the gas wells in the Jalmat Gas Pool and the
recoverable gas in place under the tracts dedicated to sald wellg"®
is a proper finding, and provides a basis authorized by the
Statutes of New Mexico for changing the proration formula for
allocation of gag production from the Jalmat Gas Pool.

5. 01l Conservation Commission Orders No. R-10%2-A and
R-1092-C are not unlawful, unreasonable, arbitrary, or capricious.
6. The Cil 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, nmor did it err in refusing to

permit petitioners to present testimony or proof of communitization
of properties which had occurred while sald OUrder was in effect.

7. 0il Conservation Conmission Urders No. R-1092-A and
R-1092-C protect correlative rights of owners of prOpertiés in
the Jalmat Gas Pool and tend to prevent waste.

8. (il Conservation Commission Orders No. R-10%2~A and

R-1092-C are not vague, indefinite or uncertain.

Lo
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S. 0Cil Conservation Commission Orders No. R-1(092-A and
R-1092-C are not confiscatory; do not deprive petitioners of
thelr property without due process of law; and do not impair
vested rights.

16. 0il 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.

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

SUDGMENT

This cause having come on for trial before the Court on
July 21, 1959, the parties having appeared by theilr respective
Coungsel, and the Court having considered the entire record of
proceedings before the Oil Congervation Commission of New Mexico,
including the transcript of all testimony, all original exhibits
admitted or offered at the hearings before safid Commission, and
all orders entered by the Commigsgion pertaining to Case No. 1327
on the docket of said Commigsion; and the Court having heard
additional testimony and congidered additional exhibits admitted
in evidence by this Court upon trial of this Cguse and having
heard argument of Counsel; and the Court having filed its Findings
of Fact and Conclusiong of Law, it is hereby

ORDERED, ADJUDGED AND DECREED that each of the Petitions for
Review filed by Petitioners herein be and the same is hereby
dismissed, and it is hereby

FURTHER ORDERED, ADJUDGED AND DECREED that Orders No. R-1092-A
and R-1092-C of the 0Oil Conservation Commigsion of New Mexico be
and they are each hereby in all respects fully affirmed.

/s/ John R. Brand
Digtrict Judge

Entered this Feb. 16, 1960



AND, THEREAFTER, tc-wit: On the 1l4th 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 ALLOWAKCE 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.

ATW0OOD & MALONE
Roswell, New Mexico

By__[/s/ Ross L. Malone

HERVEY, DOW, & HINKLE
Roswell, New Mexico

By _ /s/ Howard C, Bratton

KELLAHIN & FOX
Santa Fe, New Mexico

By [/s/ _Jason W. Kellahin

Attorneys for Petitioner
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AND, THEREAFTER, to-wit: On the l4th day of March 1960,
there was filed in the office of gsald 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 is, therefore, CRDERED that the petitioner herein be,
and it is hereby, granted an appeal to the Supreme Court of New

Mexico from the judgment heretofore entered in this cause.

[8/ John R. Bragnd

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. Fayne
011 Conservation Commission of New Mexico
Box 871
Santa Fe, New Mexico

Jack M. Campbell
Campbell & Russell
Box 721

Ropwell, New Mexico

Ray C. Cowan

P, O. Box 1526

Hobbs, New Mexico

Robert W. Ward

201 N. Love

Lovington, New Mexico

Marmuel Sanchez

Batts Building

Santa Fe, New Mexico

Notice 18 hereby given pursuant to applicabie 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 _/s/ Jason W. Kellghin By [/s/ Ross L. Malone

HERVEY, DOW & HINKLE
Roswell, New Mexico
ATTORNEYS FOR PETITIONER

By _/s/ Howard Bratton

A it )
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AND, THEREAFTER, to-wit: On the l4th day of March 196C,
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, M. Beguchamp
Clerk of the Court

/s/ Clarence Y. Johngon
Court Reporter

Ly
IL?‘"‘
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AND, THEREAFTER, to-wit: On the 22nd day of March 196C,
there was filed Iin the office of said Clerk, in said Cause

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

PRUOF _CF SERVICE

The undersigned, one of the attorneys for Petitioner,
Continental 01l Company, in the above styled and numbered cause
hereby certifies that on the 218t day of March, 1960, he mailed
a copy of the Notice of Appeal to the following named counsgel for
Respondents:

Cliver E. Payne

01l Conservation Commission of New Mexico
Box 871

Santa Fe, New Mexico

Jack M. Campbell
Campbell & Rusgsell
Box 721

Roswell, New Mexico

Ray C. Cowan
P. O. Box 1326
Hobbs, New Mexico

Robert W. Ward
201 North Love
Lovington, New Mexico

Manuel Sanchez
Batts Building
Santg Fe, New Mexico

HERVEY, DOW & HINKLE KELLAHIN & POX
P, O. Box 547 P. O, Box 1713
Roswell, New Hexico Santa Fe, New Mexico

ATWOOD & MALONE

By [/s/ E. Kirk Newman

F. U. Box 867
Roswell, New Mexico
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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

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

MOUTION FOR ALLOWANCE OF CROSS-APPEAL

Comes now Respondent Cil Conservation Commission of New
Mexico in the above-captioned cause and moves the court for an
order granting it & cross-appeal to the Supreme Court of New
Mexico from the final judgment made and entered of record in
said cause on the 17th day of February, 1960, for the reason
that the Respondent 0il Conservation Commission of New Mexico
was not permitted tc actively participate in the trial of such

cause and was thereby aggrieved.

OLIVER E. PAYNE

Speciagl Assistant Attorney General
. O. Box 871, Santa Fe, New Mexico
Attorney for Respondent

011 Conservation Commission

s/ _Oliver E. Payne
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AND, THEREAFTER, to-wit: Omn the 25th day of March 1960,
there was filed in the office of said Clerk, in said Cause

Ne. 16,213, in words and figures as follow, to-wit: an

ORDER GRANTING CROSS-APPEAL

Upon motion of the Respondent Uil Conservation Commission
of New Mexico for an order allowing it 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 Cil Conservation Commigsion
of New Mexico be, and it is hereby, granted a cross-appeal to
the Supreme Court of New Mexico from said final judgment.

Dated this 25 day of March, 1960.

/s8/ John R. Brand
District Judge
Fifth Judicial District
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AND, THEREAFTER, to-wit: On the 28th day cf 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

RUTICE OF ALLOWANCE OF CROSS-APPEAL

TO:
Jason Kellghin Ross L. Malone Howard Bratton
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 sald date an order granting a cross-appeal to Respondent
011 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. O. Box 871, Santa Fe, New Mexico

Attorney for Respondent

OIL CONSERVATION COMMISSION

S/ Cliver E. Fayne

i
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I hereby certify that on the 25th day cf March, 1960, I
malled 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 Commisgsion

P. O, Box 871, Santa Fe, New Mexicoc
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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
Ne. 16,213 (and in Causes No. 16,214, 16,215, 16,217, 16,218,

16,21% and 16,220), 1in words and figures as follow, to-wit: a

STIFULATION

Whereas, petitioners have heretofore filed their motion
for appeal and the Court having entered its order allowing an
appeal tc the Supreme Court of New Mexico from the judgment entered
in each of the above capticned causes, and

Whereas, said causes were consgclidated for trial in the
District Court under style and designation of "Continental 0il
Company, et al., Petitioners, vs. Oil Conservation Commission of
New Mexico, et al., Respondents, No. 16213 through No. 16220,
inclusive; comscldiated 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
sald appeals may be consolidated for all purposes, and that said
appeals by petitioners may be}heard and determined upon a single
transcript and record, and;

It 18 further stipulated and agreed that the original
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transcript only of the hearing before the 0il Conservation
Commisgsion of New Mexicc, with exhibits and attachments thereto,
in the application of Texas Pacific Coal and 011 Company for an
order amending the pool rules of the Jalmat 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 1f the same had been included in the transcript, bill of
exceptions and record, as prepared and certified by the Clerk
of the Court, relating to the appeal herein now pending, and

It is further stipulated and agreed that original exhibits
offered and received in evidence at the trial 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 Mexicc, and that the same beconsidered
a part of the transcript, bill 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 & HINKLE
KELLAHIN & FOX

By /s/ Jason W. Kellahin
Attorneyvs for Petitioners
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I

[s8/ Oliver E. Payne
OLIVER E. PAYNE, Attorney for
Respondent Oil Conservation
Commigsion of New Mexico

fs/ Manuel A. Sanchegz
MANUEL A. SANCHEZ, Attorney for
Respondent Southern Union Gas Company

CAMPBELL & RUSSELL

By [s/ Jack M. Campbell
Attorneys for Respondent
Texas Pacific Coal & 0il Company

COWAN & LEACH

By [s/ Ray C. Cowan
Attorneys for Respondent
E1l Pasc Natural Gas Company

ROBERT W. WARD, Attorney for
Respondent Permian Basin Pipeline
Company
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AND, THEREAFTER, to-wit: On the 12th day of April 1960,
there was filed in the office of sald Clerk, in said Cause No.
16,213, (and in Causes Nos. 16,214, 16,215, 16,217, 16,218,

16,219 and 16,220), in words and figures as follow, to-wit: an

URDER

This matter coming on regularly to be heard on the
stipulation of counsel for consoldiation of the appeals and
preparation of the record herein, and the Court being fully
advised, and good cause appearing therefor.

NOW, THEREFORE, it is ORDERED that Causes Nos. 16213, 16214,
16215, 16217, 16218, 1621%, 16220 on the docket of this Cocurt be,
and the same hereby are consclidated for all purposes, and

Permission is hereby pranted to prepare and submit a single
transcript and reccrd in said consolidated cause and,

Permiggion is further granted to submit the original tran-
script only of the hearing before the Uil Conservation Commission
of New Mexico, with exhibits and attachments thereto, in the
application of Texas Pacifiec Coal & 011l Company for an order
amending the pool rules of the Jalmat 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
exhibtit in this Court, Docket Nos, 16213 through 16220, inclusive,

consolidated under No. 16213, and the same shall he considered as

= "
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if the same had been included in the transcript, bill of
exceptions and record as prepared and certified by the Clerk of
the court, relating to the appeals pending herein, and
Permission is further pranted that the original exhibits
offered and received in evidence at the trial 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,
bill of exceptions and record as prepared and certified by the

clerk of the court relating to the appeals herein now pending.

/s/ John R. Brand

District Judge

OO
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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 sald Cause No,
16,213 (and {n CausesNo. 16214, 16215, 16217, 16218, 16219, 16220),

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

PRAECIFEE

TO: Clerk of the Bistrict Court

Leg 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 Csuses Nog. 16213, 16214, 16215,
16217, 16218, 16219, and 16220, and

2., Complete transcript of testimony and proceedings of
the trial of the above causes Nos. 16213, 16214, 16215, 16217,
16218, 16219, and 16220, consolidated under No. 16213, together
with all exhibits, objections by coumnsel, and rulings by the
Court and letter from Court to Counsel dated July 27, 1559, and
any proceedings which may hereafter occur in sald causes to be

included in the Bill of Exceptions.

3. Transcript of the hearing before the U1l Congervation
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Commigegion of New Mexlco, with exhibits, and attachements thereto,
certified to the Court by the 0il Conservaticn Commission of
New Mexico, and received in evidence, in the orlginal only,
however, pursuant to stipulation and order heretofore entered,
to be included in the Bill of Exceptioms.
The foregoing is deemed a complete record necessary for a

review of the sub ject cause.

Regpectfully submitted,

ATWOOD & MALCNE

HERVEY, DOW & HINKLE

KELLAHIN & FOX

By__/s/ _Howard Bratton
Attorneys for Petitioners

(Service of pleading
certified to.)
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AND, THEREAFTER, to-wit: On the Z1st day of April 1$60,
there was filed in the ofiice of said Clerk, in said Cause
No. 16,213 (consclidated for trial with Causes, 16,214, 15,2155,
16,217, 16218, 16,219 and 16,220), in words and figures as follow,

to-wit:

POINT RELIED UPOR BY CRUSS-APPELLANT

Comes now Respondent Uil Conservation Commisgion of New
Mexico in the above~-styled and numbered causes and, in order to
preclude the possibility of any waiver of rights under Rulel7 (2)
of the Supreme Court Rules as related to Kule 12 (4) of the

Supreme Court Rules, set forth the following point which is
relied upon in its cross-appeal:

The trial court erred in ruling that the 0il Conservation
Commission was not a proper adversary party and thuscould
not actively perticipate in the trial of this cause,
inasmuch as the CGil Congervation Commission was the only
party specifically representing the public interest.

Respectfully submitted,

CLIVER E. PAYNE

Special assistant Attorney General
P. U, Box 871, Santa Fe, New Mexico
Attorney Ior Kespondent

G11 Congervation Commisgsion

s/ Oliver E. Payne

(Service of pieading

certified 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, is Petitiomer, and concerning the same Orders of
The 01l Congervation 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 Amevada Petroleum Corporation, hereinafter called
petitioner, and petitions the Court for review of the action of
the 0il 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 is s corporation organized and existing by
authority of law and duly admitted tec do business in the State
of New Mexico, and is the owner and operator of natural gas wells
and interests in gas wells situate within the exterior boundaries
of the Jalmat Gas Pocl, located in ies County, New Mexico;
respondent Cil 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

)
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caption hereof, and vested with jurisdiction over all matters
relating to the conservation of oil 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
anended; Respondent Texas Pacific Coal & 01l Company is a
foreign corporation admitted to do business in the State of New
Mexico; respondent E1 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
te do business in the State of New Mexico.

2. On the 29th day of January, 1958, the 0il Conservation
Cormission of New Mexico entered its Order Nc. R-1092-A in
Case No. 1327 on the docket cf said Commission, changing the
existing gas proration formula applicable to wells in the Jalmat
Gas Pool, which existing formula had been promulgated by Order
No. R-520 of the Cil Conservation Commission, entered in its
Case No. 673 on August 12, 1554.

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 0ii Conservaticn Commission, on the 25th

N,
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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-1092-A.
Fetitioner was affected by and dissatisfied with the digposition
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-1092-C entered therein by the Commission.

4. The nature of the proceeling before the 011 Conservation
Commission of New Mexico is briefly as follows:

(a) The Jalmat Cas Fool is a pocl defined and delineated
by the 0il Conservation Commission, and is located in Lea County,
New Mexico. The Commigsion, on Ahgust 12, 1954, after extended
hearings, entered its Crder No., R-520, which order instituted
gas prorationing in the Jalmat Gas Pcol, 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 owmers
and operators and person interested were afforded an opportunity
to be heard in Case 673. No appéal 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 sald 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
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and by reference is incorporated herein. Copies of said Order
‘are in the possession of, or avallable to, all parties to this
proceeding.

{b) In the year 1957 Texas Pacific Coal & 01l Company
filed its application with the Commission seeking an order
immediately terminating gas prorationing in the Jalmat Gas Pool,
or in the alternative, for an order cancelling all accumilated
underproduction with redistribution of allowables, and establish-
hent 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 & 0il
Company was heard as Commission Case No., 1327. After hearings
were held, the Commission, on January 29, 1958, entered its
Order No. R-1092-4, a copy of which is attached hereto, msrked
Exhibit C, and made a part hereof. By terms of said Urder No.
R-1092-4, the Commission denied the application of Texas Pacific
Coal & Oil Company insofar as it sought the termination of
prorationing in the Jalmat Gas FPool, and cancellation and re-
distribution of allowables in said pool, but it did change the
proration formula in said Pcol from the formula set forth in
Crder 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

PR
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on Order No. R-10%2-A, a copy of which application is attached
hereto, marked Exhibit D, and made a part hereof. The
Commigsion granted rehearing in accordance with its Order No.
R-1092-B, copy of which is 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 Petitioner's application for rehearing, and
reaffirming the provisions of Order No. R-1092-A. A copy of

said Order No. R~-1092-C is attad ed hereto, marked Exhibit F,

and made a part hereof.

5. Parties adverse o petitioner in the proceedings before
the 011 Conservation Commission in Case No. 1327 were Texas
Pacific Coal & Uil Company, El Paso MNatural Gas Conpany, Permian
Basin Pipeline Company, and Southern Union Gas Company, each of
which parties are named as respondents herein.

6. Fetitioner alleges that Orders No. R-1092-A and No.
R-1092~C are unreasonable, unlawful, arbitrary and capricious,
and are therefore invalid and voild on the following grounds,
which grounds were raised in Petitioner's application for
rehearing before the 01l Conservation Commission of New Mexico:

(a) The application of Texas Pacific Coal & 0il
Company in Case No. 1327, to the extent that it gought the
inclusion of a deliverability factor in the proration formula
of the Jalmat Cas FPool, 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 Commigsion, and
could not be the basis ¢f a valid order in Case No. 1327
insofar as changing of the basis of allocation of allowable
production from the Jalmat Gas Pool from 100 per cent acreage to
include g deliverabiity factor in the proration formula is
concerned.

(b) Crder No. R=5Z(, entered in Commission Case
No. 673 constituted a final determination that the allocation of
the allowable production from the Jalmat Gas Pool should be made
on a 100 per cent acreage basis. No appeai was taken from the
final decision of the Commission 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 Jalmat Gas
Focl, or that any waste would result from retention cf the 100
per cent acreage allocation formulg. On the basis of the appli-
cation and the record, the Commigsion was without authority or
jurisdiction to modity or change the proration formula ordered
in Case No. 673.

(¢) Texas Pacific Coal & Uil Company, applicant in
Case No. 1327, was & participant in Case No. 673, and did not
appeal from the final decision of the Commission set forth in
Order No. R-520, aud said company was estopped to request a
change in the proration formuia for the Jalmat Gas Fool in the
absence of evidence showing a change in conditions in the pool

from the time of entry of Urder No. R-320 or evidence showing

. E D
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that waste would result from the retention of the proration
formula set forth in said Order No. R-52U. No such allegations
were made and no such evidence was introduced, and therefore

the Commission was without authority to revise, modity or change
Urder No. R=520 to provide that the proration formula for the
Jalmat Gas Pool should contain a deliverability factor.

(d) The Uil Conservation Cormission in its Finding
No. 5 in Urder No. R-1092-4, Exhibit C.attgched, and in its
Urder No. R-1062-C, Exhibit F attached, found there is a general
correlation between the deliverabilitlies of the gas wells in the
Jalmat Gas Pool 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, and are without
support in the evidence introduced before the Commission, and
are therefore invaiid and void.

(e} Commission's Urders Nos. R-1092-A and R-1092-C
are invalid in that even though it be assumed that it was proved
by the evidence: "That there is a general correlation between
the deliverabilities of the gas wells in the Jalmat Gas Pocl and
the gas in place under the tracts dedicated tc sald wells," as
found by the Commission, such a finding provides noc basis
authorized by statute for modification of the pre-existing
acreage formula for allocation of allowable production of gas

from the Jalmat Gas Pooi.
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{f) The Commission used as a basis for fts decision
in Case No, 1327, insofar as a deliverability factor is concerned,
factors which are not contemplated or permitted by the statutes
of New Mexico for determination of a proration formula. Finding
No., 6 of the Commrission's Order No. R-1092-A found: (1) that
the inclusion cf a deliverability factor in the Jalmat prcration
formula would result in the production of a greater percentage
of the poel allowable, and (2) that it would more nearly enable
various gas purchasers in the pool to meet the market demand for
gas from said pool. Neither of salid considerations provides any
legal basis upon which the Commission cculd allocate production
from the Jalmat Gas Pool under the statutes of New Mexico. The
consideration of such factors rendered the decision of the
Coumission based thereon invalid and void.

(g) The uncontradicted evidence before the Commission
showed that inclusion of a deliverabilfty factor in the proration
formula would result in economic waste in that it 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 thereby, and although efforts
to increase the deliverabilities of wells in the Jalmat Gas
Pool could not prevent the violation of correlative rights which

would result from the inciusion of a deliverability factor in the

S
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proration formula, and Orders Nos. R-1092-A and R-1092-C are
therefore 1n viclation of and contrarv to the Commission's
statutory duty to prevent waste and protect correlative rights,
and are therefore invalid and void.

(h) The evidence before the Commigsion showed that
the inclusion of a deliverability factor in the Jalmat Gas Pool
proration formula would result in underground waste in that
many wells in the Jalmat 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 gre in violation of the Commission's
statutory duty to prevent waste and protect correlative rights,
and are therefore invalid and void.

(1) The uncontradicted evidence before the Uil
Commissionshowed that there would be greater drainage across
adjolning lease lines if 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 pocl, and
did not contradict the evidence offered by the petitioner and
other operators that there would be greater drainage across lease
lines if 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
Commigsion would result in irreparable injury to the correlative
rights of petitioner and would deprive petitioner of its
property without due process of law in that it 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 cther adjoining tracts, and would
prevent petitioner from producing the recoverable gas in place
in the Jalmat Gas Pool underlying the tracts upon which the
wells of this petitioner are located.

7. The orders of the Commigsion, review of which is here
sought, are unlawful, unreascnable, 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 WNo. R-520 hereinabove referred to.
In particular the Commission refused toc 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 cpportunity to present
proof of communitization of properties which had occurred under
the acreage allocation formula with reference tc which this

petitioner and other parties in comparabie positionssustain
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irreparable injury as the result of the inclusion of a deliver-
ability factor in the proration formula of the Jalmat Gas Pool.

8. Order Nos. R-1092-A gnd R-1092-C, insofar as they
purport to institute a deliverability factor in the proration
formula for the Jalmat Gas Fool, are so vague, indefinite and
uncertain that this petitioner is without any means of determin=
ing the meaning thereof, and is not advised of his rights there-~
under.

9. Thisg petitioner is the owner of o0il and gas leases and
gas wells within the limits of the Jalmat Gas Pool, and is affected
by the orders of the Commission review of which are here sought,
and is dissatisfied wih the disposition of its 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 Jalmat Gas Pcol in that it fails to recognize or protect
correlative rights, contrary tc law, and will result in waste,
and is 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 Ammotsted,
1953 Compilation, that:

1. Notice of this Petition for Review be served in the
manner provided for the service of summons in civil proceedings
upon the 01l Conservation Commission, upon Texas Pacific Coal
& 011 Company, and upon the parties who entered appearances in
support of the application of Texas Pacific Coal & 0il Company,
being El Paso Matural Gas Company, Permian Basin Pipeline Company,
and Southern Union Gas Company.

2. This Petition be set for trial in the mammer provided
and with all the rights accorded by law, and that thig Court
review the action of the (il 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~-1052~-4 gnd g-zsgz-c of the Commission hereinabove
referred to, and enter in lieu thereof its order affirming and
making permanent Commission's Order No. R-320 of the 0il
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

this court may determine tc be proper.
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6. That Petitioner have such other and further relief as
may be proper.
Respectfully submittied,
AMERADA PETROLEUM CORPORATION
Jolhm S, Miller
P. 0. Box 2040
Tulsa, Oklahoma
EKELLAHIN & FUX
P. 0. Box 1713

54% East San Francisco
Santa Fe, New Mexico

By _/s/ Jason W. Kellghin

Jason W. Kellahin

Attorneys for Petitioner, Amerada
Petroleum Corporation
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EXHIBITS

TO
AMERADA PETROLEUM CORPORATION
PETITION FOR REVIEW
OF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO

See Page
Exhibit Volume I
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B —16
C 21
D*
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F 39

(*See next page.)
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BEFORE THE OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED

BY THE OIL CONSERVATION COMMISSICN

OF THE STATE OF NEW MEXICC 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 POCL IN LEA COUNTY,

NEW MEXICQ.

APPLICATION FOR REHEARING

Comes Now Amerada Petroleum Corporation, a corporation, and
states to the Commission:

1. This Applicant is a corporation owning and operating
oil and gas leases and gas wells within the limits of the Jalmat
Gas Pocl in Lea County, New Mexico.

2. Applicant participated in and presented testimony to
the Comnmigsion in hearings on the Application of Texas Pacific
Coal & 0i1 “ompany in the above etyled and numbered case and as
an Operator in the %almat Gas Pool was affected by Order No.
R-1092-4 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 is requested in respect to that portion

EXHIBIT ¥D*

4 DA
T A,
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of said Order which provides that effective July 1, 1958, a
deliveragbility factor shall be included in the gas proration
formula of the Jalmat Pocl and the succeeding portions of said
Order carrying into effect the decision of the Commigsion 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 & 0€il
Company in Case No. 1327, to the extent that it sought the inclu-
sion of a deliverability factor in the proration formula of the
Jalmat 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 inscofar 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 Jalmat Gas Pool from & 100% acreage basis fo the basis
as provided in Crder No. R-1092-A of the Commission for the
reason that Crder 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 Jalmat

Gas Pool. Texas Pacific Coal & 011 Company was a party to Case

(ExRibit "Dn)
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No., 673 and supported the inclusion of deliverability in the
proration formula, which request was considered by the Commisgsion,
and Grder No. R-520 was entered denying the request of satd
Texas Pacific Coal & 0il Company for the inclusion of deliver-
ability in sald fornula. No appeal was taken by Texas Pacific
Coal & Uil Company from the final decision of the Commigsion
so crdered. On the basiz of the record in this case, the Com-
migsion is without guthority to modify or change the decision
8o reached in Case.No. 673, |

(¢) The inclusion of deliverability in the Jalmat
Gas proration formula as ordered by “rder No. R~1092-A is
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 Jalmat 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 tec 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 ¢, 1957, and the deliverabilities

of the gas wells located on sald tracts. Saild exhibit is based

(Exhibit uD®)
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upon the testimony in the record in this case and clearly
demonsgtrates the total absence of correlation between the
deliverabilities of gas wells in the Jalmat Gas Fool and gas in
place under the tracts dedicated to said wells. If afforded an
opportunity to do sc, Applicant will present further evidence
in this regard but asserts that on the evidence heard by the
Commission it is clearly shown that no such correlation exists.

(d) The order of the Commission is invalid in that
even though it be assumed that as found by the Commission it has
been proved that "there is a general correlation between the
deliverabilities of the gas wells In the Jalmat 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
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 in arriving at its de-
cision which was the basis of Order No. R-1092-A. It is apparent
that saild Order was predicated im part upon (1) a finding that
the inclugion of a deliverability factor in the Jalmat 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
Jalmat Gas Pool. Neither of sald considerations provides any
legal basis for the allocation of production under the statutes

(Exhibit "D")
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of New Mexico.

(£) The Order of the Commission results in ecomnomic
waste in that it 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.

(z) The Order of the Commission will result in under-
ground waste in that many of the wells in the Jalmat Gas Pool
have been completed for some ten to twenty years and their
condition is 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
Commigsion would have authority to change its existing proration
order for the Jalmat Gas Fool only upon the préof by the
Applicant in this case, by a preponderance ocf the evidence,
either that waste would be reduced or eliminated or that
correlative rights of the owners in the Jalmat Pool would be
protected to a greater degree by the inclusion of deliverability
in said proration formula. ghe burden of proof so assumed by
Texas Pacific Coal & 011 Company was not discharged by Applicant.

(1) Order No. R-1092-A results in irreparable injury

(Exhibit "D¥)
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to the correlative rights of this Applicant and deprives this
Applicant of its property without due process of law in that it
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 f£rom producing the recoverable gas
in place in the Jalmat pool underlying the tract upon which

the wells of Applicant are located.

(i) That Order No. R-1092-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 tc rework wels in the Jalmat Pool on
the basis of the acreage proration formula provided for in
Order No. R~52v0.

WHEREFORE, Applimant respectfully prays the Commisgsion 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 Jalmat Gas Pool subsequent to July 1,

1958.
AMERADA PETROLEUM OBRPORATION
By /s/ H. D. Bushnell
H. D. Busghnell
Attorney for Applicant
(For Exhibit referred (Exhibit "Dw)

to above, see
Page _ 36 , Volume I.)

N
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AND, THEREAFTER, to-wit: On the 12th day of June 1938,
there was filed in the office of gaid Clerk, in sald Cause

No. 16,214, in words and figures as follow, to-wit: a

RESPONSE TC PETITION FOR REVIEW

Comes now Respondent, 0il 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 9.

2. It denles the genral allegations of 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(3), together with all legal conclusions stated therein.

4, 1t denies the allegation in Paragraph 7 that the Orders
complained of are unlawful, unreasonable, arbitrary and capricious
and, therefore, are invalid and void. It admits that the
testiﬁony referred to in Paragraph 7 was excluded, but in this
connection states that said testimony is neither relevant nor
material to the iszsues before the Commission in Case NWo. 1327.

5. It 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 RX-1092-C of the Commission
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be affirmed.
3. That the Court enter such Order, or further Orders,

as it may determine to be proper.

[8/ William J. Cooley

[s/ Cliver E. Payne

Attorneys for Respondent, 0Oil
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 sald Clerk, in said Cause

No. 16,214, in words and figures as follow, to~-wit: a

RESPONSE

Comes now Respondent, Texas Facific Coal and 0il Company,
pursuant to Rule 10{(c) of the Rules of Civil Procedure, and hereby
adopts the Response herein filed on behalf of the 0il Conservation
%ommission of New Mexico as its Response in the same manner and
to the same extent as though each paragraph thereof was hexein
fully set out.

TEXAS PACIFIC COAL AND OIL COMPANY
By:_[s/ Jack M. Campbell
Campbell & Russell

P, O, Box 721
Roswell, New Mexico

Attorneys for Respondent

(Bervice of pleading
certified to.)

KRS
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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. 16,214, 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 0il Conservation Commission of New
Mexico as its response, in the same manner and to the same extent

as though each paragraph thersof was herein fully set out.

#ILLIS 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 1l6th 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, El1 Pasc Natural Gas Company, a
Delaware corporation, and for its response to the Petition for
Review herein, states:

1. It admits the allegations of Paragraphs 1, 2, 3, 4(a),
4(b), 4(e), 4(d), 5 and 9.

2. It denies the general allegations of Paragraph € 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(J),
together with all legal conclusions stated therein.

4. It denies the allegations of Paragraphs 7, 8, and 10.

WHEREFORE, Respondent prays the Court:

1. That the Petition for Review be diswmissed.

2. That Orders No. R-109%92-A and R-1092-C of the Commigsion
be affirmed. |

3. That the Court enter such Order, or further Orders, as
it may determine to be proper.

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

By:_ /s/ _ A. L. Grambling

COWAN & LEACH
Hobbs, New Mexico

Bwi és[ Ra¥ C. Cowan
orneys Lor Kespondent,

1¢22 El Paso Natural Gas Company

(Service certified tc.)
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AN, 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

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 0il Conserva-
tion Commission of New Mexico as its response in the same manner
arxli to the same extent as though each paragraph thereof was
herein fully set out.

PERMIAN BASIN PIPELINE COMPANY,
Respondent

By __[/s/ BRobert W. Ward
Attorney for Respondent

Robert W, HWard
201 North Love
Lovington, New Mexico

Lawrence 1. 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, THRREAFTER, to-wit: Cn the cates set forth below,
there was filed in the office of said Clerk, in said Cause
No. 16,214, instruments identical in words and figures to those

filed in Cause No. 16,213 as follow, tc=wit:

Ser ¢orth
in Vol. 1

Instrument vate Filed Page
Motion for Pre~Trisal Conference July 3, 1958 48
Minutee =~ Pre-Trial Conference Sept. 9, 1958 5G
Petitioners' Uffer of Frooy sept, 15, 1958 6%
Statenent cf the Case wept. 23, 1¢58 7C
Fetitioners® Supplenmentai CEfex

of Proof Sept. 23, 1658 80
Motion June 14, 1959 82
Urder June 12, 1959 83
Stipulation ~ June 26, 1959 85
Respondents® Uffer of Proof June 26, 1959 86
Requested Findings of Fact and

Conclusions -f Law Aug. 21, 195¢ 86
Motion aug. 27, 1%5% S4
Order aug. 27, 1959 55
Certificate aug. 28, 1659 96
Motionm A aug. 31, 1959 5?7
Order aug. 31, 1959 S8
Certificate Sept. 3, 1959 ¢g
Requested Findings of Fact and

Conclusions of Law of Fetitioners

Continental 011 Company, et al. Jan. 18, 1960 16C

-106=



Set Forth

in Vol, I
Instrument bate Filed Page
Decision of the Court Feb, 17, 1960 115
Judgment Feb. 17, 1960 120
Motion for Allowance of Appeal Mar. l4, 1960 121
Order Allowing Appesl Mar. l4, 1960 122
Notice of Appeal Mar. 14, 1960 123
Certificate Mar. 14, 1960 124
Froof of Service Mar. 22, 1960 125
Motion for Allowance of Cross=-appeal Mar. 25, 1960 126
Order Grenting Cross=-Appeal Mar. 25, 1960 127
Notice of Allowance of Cross-Appeal Mar. 28, 1960 128
Stipulation Apr. 12, 1560 130
Order Apr. 12, 1960 133
Praecipe Apr. 12, 1960 135
Point Relied Upon by Cross-appellant Apr. 21, 1960 137

Fk dedede ¥k

“it3e-
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AND, BE )T 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. 16215 on the
Civil Docket of said Court, wherein PAN AMERICAN PETROLEUM
CORPORATION, a Corporation, 1s Petitioner, and concerning the
same Orders of The Uil Conservation Commigsion 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

CUOMES NOW Pan American Petroleum Corporation, herein re-
ferred to as “Petitioner", and respectfully states to the Court:

1. Petitioner is a corporation organized under the laws
of the State of Delaware and duly admitted to do businesgs in
the State of New Mexico, Petitioner is the owner and operator
of oil and gae properties and gas wells situate within the
exterior boundaries of the Jalmat Gas Pool located in Lea County,
New Mexico.

2. On January 29, 1958, the Oil Conservation Commissgion
of New Mexico entered its Urder No. E~1092-A in Case No., 1327
on the docket of said Commigsion. By the provisions of said
Order, the gas proration formula theretofore applicable to the

Jalmat Gas Pcol, under which allocation of allowable was made on
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a 100% acreage basis, was changed to include deliverability as

a factor in the allocatiocn of prcduction as between the wells

in said gas pool. The proration formula theretofore euisting

had been promulgated by Order No. R-520 entered by the 0il

Congervation Commigsion of New Mexicc in Case No. 673 on

August 12, 1954, By the terms of salid Urder No. R-520, the

1C60% acreage formula had been in effect for the proration of

allowable between wells in the Jalmat Pool at gll times subsequent

to January 1, 1955. A copy of Commission Order No. R~-10%2-A

above referred to is attached heretc as Exhibit "A"., A copy of

order No. R-520 above referred to is identified as Exhibit "B»

ardd filed with the Clerk of the District Court of Lea County,

New Mexico, simultaneousiy with the filing of thisg Petition for

Review and by reference incorporated herein. Copies of Order

No. R-520 are in the possession of all parties to this proceeding.
3. Within twenty days after the entry of Order No. R-10%Z-A

Petitioner filed an Application for Rehearing directed to said

Order. A copy of said Application for Rehearing is attached

hereto as Exhibit "C". A rehearing was granted by the 0il

Congervation Commission and testimony was heard on March 25,

26 and 27, 1958, Thereafter, on the 25th day of April, 1958,

the 01l Conservation Commigsion of New Mexico promulgated its

Order No. R-1092-C refusing to modify its Order No. R-1092-A

and in all respects reaffirming the provisions thereof. A copy

of Order No. R-1092-C is attached heretc as Exhibit "D¥,
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4. Petitioner was affected by the provisions of Order
No. R-1092-A and 13 dissatisfied with the disposition of its
Application for Rehearing, and bythis proceeding seeks review
as provided by law of Orders Nos. R~1092-4 and R-1092-C above
referred to.
5. The Jalmat Gas Pool, located in lLea County, New Mexicc,
was established by Order No. R=-520, herein referred to ss
Exhibit "B", That Order instituted gas prorationing in the
Jalmat Gas Pool effective January 1, 1955. While thereafter
mwodified, insofar as here pertinent said Urder continued in
effect, and proration of natural gas allowables as between the
wells in the Jalmat Gas Fool was made pursuant to its provisions
subsequent to January 1, 1935, until the effective date of
R-1092-A. Such allocation was based 100% upon the acreage
dedicated to each well, as is more fully shown by the provisions
of said Order. |

6. Order No. K-520 was entered by the Uil €@onservation
Commission of New Mexico in Case No. 673 on the docket of
said Commigsion. 8aid cise was regularly advertised and heard,
and all 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 gllowable among the variocus wells in the pool.

The company respondents to this review action each participatec

et
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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 0il
Conservation Comnission of New Mexicc om October 18, 1957, upon
the application of Texas-Pacific Coal and 0Oil Company. A copy
of said application i3 attached hereto as Exhibit "E". After
hearings were held, the Commission, on January 2%, 1958, entered
Order No. R-1092~-A, a copy of which is 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 it sought the termination of prorationing in the Jalmat Gas
Pool in Lea County, New Mexico, but it did change the proration
forpmula in said Pool from the 100% acreage formula set forth in
Order No. R-520 to a formula consisting of 25% acreage and 75%
acreage times deliverability.

8. Petitioner glleges that Crders 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 & 01l
Company in Caese No. 1327, to the extent that it sought the inclu-
sion of a deliverability factor in the proration formula of the

Jalmat Gas Pool, constituted a collateral attack upon Order No. R-520
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in Case No. 673 of this Cormission entered on the 12th day of
Lugust, 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 evidenc eintrcduced 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 Jalmat Cas Fool from a 1C0% acreage basis to the
basis provided {n Crder No. R-1092-A for the reason that Order
Nc. R-520 entered by this Commission in Case No. 673 constituted
a final determination that deliverability should not be included
in the proration formula cof the Jalmat Gas Pool. The company
respondents hereto were parties tc Case No. 673 in which case
the inclusion of deliverability in the Jalmat proration formule
was considered by the Commisgsion, 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 Commigsion so ordered. On the
basis cf the record in this case, the Commission is without
authority to modify or change the decision so reached in Case
No. 673.

(c) The inclusion of deliverability in the Jalmat

Gas proration fermula as ordered by Order No. R-10%2-A is



predicated on a finding by this Commission "that the applicant has
proved that there is a general correlation between the deliver-
abilities of the gasz wells in the Jalmat Gas Pool and the gas
in place under the tracts dedicated tc said wells.” Petitioner
respectfully alleges that this finding of the Commission is
contrary to, and wholly without support in, the evidence and
is, therefore, invd id and void.

(d) The 0il Conservation Commission in its Finding
No. 5 in Order No. R-1(092-A found a general correlation between
the deliverabilities of the gas wells in the Jalmat 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,
in the Commigsion's Finding Nc. 2 which was:

"(2) That after considering all the evidence
presented at the original hearings and the
rehearing in this case, the Commission re-
affirms its finding that Texas Pacific Ccal
& 011 Company has proved by a preponderance
of the evidence that there is a general cor-
relation between the deliverabilities of the
gas wells in the Jalmat Gas Fool and the
recoverable gas in place under the tracts
dedicated to mid wells, and that the inclu-
sion of a deliverability factor in the pro-
ration formula for the Jalmat 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 con-

trary to and without support in the evidence introduced before

the Commission and is invalid and wvoid.
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(e) The Order of the Commission is invalid in that
even though it be assumed that it was proved by a preponderance
of the evidence: "That there is a general correlation between
the deliverabilities of the gas wells in the Jalmat Gas Pool
and the gas in place under the tracts dedicated to said wells,”
such a finding provides nc basis authorized by the statutes of
New Mexico for modification of the pre-existing acreage formuls
for allocation of gas produced from the Jalmat Gas Pool.

(£) The Commission used as a basis for its decision
to include deliverability in the proration formula of the
Jalmat Gas Pool certain factors which are not contemplated or
permitted by the statutes of New Mexicc 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 Jalmat Proration Formula would result in the pro-
duction of a greater percentage of pool allowable, and (2) that
it would more nearly enable various gas purchasers in the Jalmsat
Gas Pool to meet the market demand for gas from said pool.
Neither of sald considerations provides any legal basis upon
which the Commission could allocate production from the Jalmat
Gaes Pocl 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 it would require
the expenditure of large sums of money by this Petitioner and
other operators in the Jalmat Gas Pool in efforts to increase
the deliverabllity of gas wells in the pool in order to protect
their correlative rights, although the ultimate recovery from
the various tracts would nct be appreciably increased thereby,
and although efforts to increase the deliverability of wells in
the Jalmat Gas Pool cculd not prevent the violalion of cor=
relative rights which would result from the inclusion of a
deliverability factor in the proration formulasa.

(h) The uncontradicted evidence before the Commission
showed that the inclusion cf a deliverability factor in the
Jalmat Gas Pool proration formula would result in underground
waste in that many of the wells in the Jalmat Gas Pcol have been
completed for ten to twenty years, and that thelr condition is
such that the action required of & prudent operator under a
proration formula including a deliverability factor would neces-
sarily result in the underground waste of natural gas, since
efforts tc increase the deliverability of older wells would
result in the loss of some wells.

(1) 'The uncontradicted evidence before the 0il
Conservation Commigsion showed that there would be greater
drainage across adjoining les e lines if the proration formula

were amended to include a deliverability factor than there would

e lc.
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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 if the proration formula should be
changed to include a deliverability factor.

(}) The evidence introd:iced before the 0il Conserva-
tion Commission showed that the inclusion of a deliverability
factor in the proration formula as ordered by Order No. R-10%2-A
would result in irreparable injury to the correlative rights of
Petitoner and would deprive Fetiticner of its property without
due process of law in that it would permit the production by
offset operators cof 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 Jalmat Gas Fool
underlying the tracts upon which the wells of this Fetitioner
are located.

¢, All of the matters alleged hereinabove were set forth
in Petitioner's Application for Rehearing before the 01l
Conservation Commission, as shown by Exhibit "C¥® attached hereto.
10. 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
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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 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 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 Jalmat Gas Pool.
11. The formula for a proration of gas in the Jalmat
Gas Pool promulgated by Order No. R-1092-A is not a reasonable
basis upon which to allocate the production f rom sald pool among
the gas wells in the pool in that it fails to recognize or pro-
tect the correlative rights of the operators and royalty owners
in the pocl. On the contrary, said formula will result in
economic waste, underground waste, and will violate the
correlative rights of this Petiticner and other owners in said
pool. By reason thereof, said Order is unlawful, unreasonable

and voidg,
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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, sald orders are arbitrary,
capriciocus and unlawful.
WHEREFORE, Petitioner respectfully prays the Court thatj
(1) Orders Nos. R-10%2-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 hcliding for naught Orders Ngs.
R-1092-A and R-1092-C entered by the 0il Conservation Commissicn
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

0Oil & Gas Building
Fort Worth, Texas

ATWOOD & MALCONE

By__[/s/ Rogs L, Malone
Roswell Petroleum Building
Roswell, New Mexico

Attorneys for Petitioner Pan
American Petroleum Corporation
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EXHIBITS

PAN AMERICAN PETROLEUM CORPORATION
PETITION FOR REVIEW
OF ACTION OF THE OIL CONSERVATION COMMISSION OF NEW MEXICO

See Page
Exhibit Volume 1
A 21
B 15
C*
D 3%
E 16

(*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
MEXICC FOR THE PURPOSE OF
CONSIDERING:
CASE NO,. 1327
APPLICATION OF TEXAS PACIFIC COAL & Order No. R-1092-A
OIL CCMPANY FOR AN ORDER IMMEDIATELY
TERMIRATING GAS PROCRATIONING IN THE
JALMAT GAS POOL; OR IN THE ALTERNATIVE,
REVISING THE SPECIAL RULES AND REGULA-
TIONS FOR THE JALMAT GAS PCOL IN LEA
COUNTY, NEW MEXICO.

APPLICATION FOR REHEARING

COMES HOW Fan American Petroleum Corporation, herein
referred to as "Applicant", and states to the Commission:

(1) Applicant is a corporation owning and operating oil
and gas leasea aid gas wells within the limits of the Jalmat
Gas Fool in Lea County, New Mexico.

(2) Applicant participated in, and presented testimony
to the Commission in, the hearings on the Application of Texas
Pacific Coal & Uil Company in the above styled and numbered case
and as an operator in the Jalmat Gas Pool was affected by Order
No. R-10%z2~-A entered by the Commission under date of January 29,
1658.

(3) Applicant believes and, therefore, alleges that

Order Nu. R~1092-4 aforesaid was erroneous, illegal and is

LEXHLIBIT »Cn

ey
N )
w et
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invalid and by reason thereof a rehearing is 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 Jalmat Pool and the succeeding
portions of said Order carrying into effect the decision of the
Commigsion that deliverability shall be included in the proration
formula subsequent to July 1, 1938, and as grounds therefor states:

(a) The Application of Texas Facific Coal & (il
Company in Case No. 1327, tc the extent that it sought the
inclusion of a deliverability factor in the proration formula of
the Jalmat Gas Pool, constituted a collateral g&tack 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 &
valid Crder 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 Jalmat Gas Poocl from a 10C% acreage basis to the basis
provided in Crder No. R~1092-A for the reason that COrder 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 <f the Jalmat Gas Pool. Texas Pacific

(Exhibit "C")
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Coal & 01l Company was a party to Case No. 673 and supported the
inclusion of deliverability in the proration fcrmula, which
request was considered by the Commission, and Order No. 520 was
entered denying the request of said Texas Pacific Coal & 01l
Company for the inclusion of deliverability in sald formula.
No.appeal was taken by Texas Pacific Coal & 0il Company from
the final decision of the Commigsion so ordered. On the basis of
the record in this case, the Commission is without aguthority to
modify or change the decision so reached in Case No. 673.

{(¢) The inclusion of deliverability in the Jalmat
Gas proration formula as ordered by Order No. R-1092-A is
predicated on a finding by this Commission "that the applicant
has proved that there 18 a general correlation between the
deliverabilities of the gas wells in the Jalmat Gas Fool and the
gas in place under the tracts dedicated to said wells,"
Applicant respectfully alleges that this finding of the Commission
18 contrary to, and whoily without support in, the evidence arxi
is, therefore, invalid and void. In further support of the
grounds here alleged, Applicant attaches hereto as Exhibit 7A™
a vertical bar graph depicting the relationghip 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 Conmission on December 9, 19257,

and the deliverability of the 58 gas wells located on said tracts.

(Exhibit »C"™)
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Said Exhibit is 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 Jalmat Gas
Pool and gas in place under the tracts dedicated to sald wells.
If afforded an opportunity to do so, Applicant will present
further evidence in this regard but asgerts that on the evidence
heard by the Commission it is clearly shown that no such
correlation exists.

(d) The Order of the Commission is invalid in that
even though it be assumed that as found by the Commission it
has been proved that "there is a general correlation between
the deliverabilities of the gas wells in the Jalmat Gas Fool
and the gas in place under the tracts dedicated to said wells",
sald 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 Commission has considered factors not
permitted by the statutes of New Mexico in arriving at its
decision which was the basis of Order No. R-1092-A. It is
apparent from said Order that it was predicated in part upon,
(1) a finding that the inclusion of a deliverability factor in
the Jalmat 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

(Exhibit n"Cm)
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demand for gas in the Jalmat Gas Pool. MNeither of said con-

siderationg provides any legal basis for the allocation of
production under the statutes ¢f New Mexico.

(£) The Order of the Commission results in economic
waste in that it will require the expenditures of hundres of
thousands of dollars by the operators in the Jalmat Pool, in-
cluding this operator, in an effort to increase the deliverability
of the gas wells in said pocl and thereby to protect their
respective correlative rights, although the ultimate recovery of
gas from sald 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 Jalmat Gas Pool
have been completed for some tent to twenty years and their
condition is such that the action required of a prudent operator
under the Order of the Commission will necessarily result in
the underground waste of natural gés and the abuse of correlative
rights of the owners of many of said wells.

(h) Even if it be assumed that the Commission had
jurisdiction and authority in this proceeding to change the
baslis 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 Jalmat 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 & 0il Company was not discharged in this case
ard by reason thereof the Commission's Order is without support
in the evidence.

{1) Order No. R-1092-A results in irreparable injury
to the correlative rights of Applicant and deprives this
Applicant of its property without due process of law in that,

1. It will permit production by offset
operators of natural gas underlying the tracts owned by this
Applic ant without affording compensating counter-drainage from
other adjoining tracts, and will prevent this Applicant from
producing the rscoverable gas in place in the Jalmat Pool under-
lying the tract upon which the wells of Applicant are located, and

2. Substantisl expenditures have been made
by this operator and other operstors in sald pool upon the basis
of Crder R-520C, and in reliance upon the alloccation of the
production of said pool by this Commission on a 100% acreage
basis, the benefits of which are destroyed by said Crder.

WHEREFORE, Applicant respectfully prays the Commission that
a rehearing be granted in the abeve styled and numbered case
as to that portior cf the Order and Decision of the Commission

providing for the inclusicn of a deliverability factor in the

(Exhibit "C")
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allocation formula of the Jalmat Gas Yool subsequent to July 1,

1958,

PAN AMERICAN PETROLEUM CORPORATION

By:__[/s/ Ross L. Malone
of ATWOOD & MALORE
One of the Attorneys
Rogwell Fetroleum Building
Roswell, New Mexico

(For Exhibit Referred
to gbove, see Page
36  , Volume I.)

(Exhibit *C®™)

ety
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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

RESPUNSE TO PETITION FOR REVIEW

Comes now Respondent, 0il Conservation Commission of New
Mexico, and for its response to the Fetition for Review, states:
1. It admits the allegations of Paragraphs 1, 2, 3; 4,

5, 6, 7 and 9.

2. It denies the general allegations of Paragraph & that
the Orders complained of are "unreasonable, unlawful, cepricious
and arbitrary and are beyond the power of the Commissgion to
enter and are invalid."”

3. It deries the allegations of Paragraph &(a) through
8(3j), including all legal conclusions set forth therein.

4. It denies the allegation in Faragraph 10 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 10 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.

5. It denies the allegations of Paragraphs 11 and 12.

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 it may determine to be proper.

/8 William J., Coocley

/s/ Oliver E, Payne

Attorneys for Respondent, Oil
Conservation Commigsion 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 cffice of said Clerk, in sald Cause

No. 16,215, in words and figures as follow, to-wit: a

RESPONSE

Comes now Respondent, Texas Pacific Coal and 0il Company,
pursuant to Rule 10(c) of the Rules of Civil Procedure, and
hereby adopts the Response herein filed on behalf of the 0il
Conservation Commission of New Mexicc as its Response in the
same manner and to the same extent as though each paragraph

therecf was herein fully set out.

TEXAS PACIFIC COAL AND OIL COMPANY

By: [sf Jack M. Campbell

Campbell & Russell
F. U. 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 Cguse

No. 16,215, in words and figures as follow, to-wit: a

RESPONSE TC 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 (il Conservation Commission of
New Mexico as itg 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. GKENIER
Burt Building, Dallas, Texas

MANUEL A. SANCHEZ

Santa Fe, New Mexice

By _/s/ Manuel A. Sanchez

Atterneys for the above named respondent

(Service of Pleading
certified to.)
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AND, THEREAFTER, to-wit: OUn the 16th day of June 1958,
there was flled in the office of sald Clerk, in said Cause

No. 16,215, in words and figures as follow, to-wit: a

RESPONSE TO PETITION FOR REVIEW

Comes now Respcndent, El Pasc Natural Gas Company, a
Delaware coxrporation, and fcr its response to the Petition for
Review herein states:

1. It admits the allegations of Faragraphs 1, 2, 3, 4, 5,
6, 7 and 9.

2. It denies the general allegaticns of Paragraph & that
the Orders complained of are "unreasonable, unlawful, capricious
and arbitrary and are beyond the power of the Commission to enter
and are invlaid".

3. It denies the allegations of Paragrarhs 8(a) through
8(3) including all legal conclueions set forth therein.

4, It admits that certain testimony referred to in
Paragraph 10 was excluded by the Commission, but states that
such testimony was properly excluded as it was neither relative
nor material in Case No. 1327.

5. It denies the allegstions c©f Faragraphs 11 and 12, and
states that the Commission is not empowered to consider evidence
referred to therein.

WHEREFCRE, Regpondent prays the Court:

s
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1. That the Petition for Review be dismissged.

2. That Ovrders Nos. R-1092-A and R-1092-C of the Commission
be affirmed.

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

as it may determine to be proper.

HARDIE, GRAMBLING, SIMS & GALATZAN
P. U. Box 153, E1 Pasco, Texas

BY: /s/ A. L. Grambling

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. 16,215, 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 01l Conservation
Commission of New Mexico as its response in the same mgrmer and
to the same extent as though each paragraph thereof was herein
fully set out.

PERMIAN BASIN PIPELINE COUMPANY,

Respondent

By__[/s/ Robert W. Ward
Attorney for Respondent

Robert W, Ward
201 Horth Love
Lovington, New Mexico

Lawrence 1. Shaw

F. Vinson Roach

Patrick J. McCarthy
2223 Dodge Street
Omgha 1, Nebraska

Attorneys for Permian Basin
Pipeline Company, Respondent

(Service of Pleading
certified to.)



AND, THEREAFTER, to-wit: Om the dates set forth below,
there was filed in the office of gaid 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:

Set Forth
in Vol. I

Instrument Date Filed Page
Motion for Pre-Trial Conference July 3, 1958 48
Minutes -~ Fre-Trial Conference Sept. 9, 1958 50
Petitioners' 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
Regpondents! Offer of Froof June 26, 1959 86
Requested Findings of Fact and

Conclusions of Law Aug. 21, 1959 89
Motion Aug. 27, 1955 94
Order sug. 27, 1959 95
Certificate Aug. 28, 1959 96
Ordex A‘ug. 31’ 1959 98
Certificate Sept. 3, 1959 99
Requested Findings of Fact and

Conclusions of Law of Fetitioners

Continental Oil Company, et al 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 Appeasl 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 Crogs-Appeal Mar. 25, 1960 126
Order Granting Cross-Appeal Mar. 25, 1960 127
Notice of Allowance of Cross-Appeal Mar. 28, 1960 123
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

ddk  kkk k%
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AND, BE IT REMENMBERED, 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 Digtrict 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 CIL COMPANY is
Petitioner, and concerning the same Orders of and case before
the 0il Congervation Comuission 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 Cil Company and for its petition for review
of the action of the 0il Conservation Commigsion of the State
of New Mexico in the above styled and numbered case and in the
above Orders, alleges and states!

1. Petitioner is a corporation duly admitted to do business
in the State of New Mexico, and 18 the owner of naturél gas
wells situate within the exterior boundaries of the Jalmat
GasPool located in Lea County, New Mexico.

3. On the 29th day of Jamuary, 1958, the 01il Conservation
Commigsion of New Mexico entered its Order No. R-10%2-A in
Case No. 1327, on the docket of said Commigsion, changing the

gas proration formula applicable to wells in the Jalmat Gas Pool,
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which formula had been promulgated by Urder No. KR-520 of the

011 Conservation Commission entered in Case No. 673 on August

12, 1954, Petitioner was a party to Cause No. 1327 and was
affected by Crder No. K-109%2-A entered therein. Petitioner duly
filed an Application for Rehearing directed to said Urder

No. R-1092-A and after reshearing the 0il Conservation Commissicn,
on the 25th dav of April, 1958, promulgated its Urder No.
R-1092-C reaffirming and refusing to modify the provisions of
Order No. R-10%2-a. Petitioner was affected by and dissatisfied
with the provisions of Order XNo. Ran?E-C, and by this proceeding
seeks review as provided b& law of Urders Nos. E-1092-A and
K-1092-C above referred tc.

3. The Jalmat Sas Pool is located in lLea County, New Mexico.
After extended hearings, the New Mexico Uil Conservation Commission
entered on August 12, 1954, its Oxrder No. K-520 in Case No. 673,
a copy of which said Urder No. R-520 is marked Exhibit "A", is
filed with the Clerk of the District Court of Lea County
simul taneousiy with the flling of this rFetition for Review and
by reference incorpcrated herein. Coples of sald §rder are
in the possession of all cf the parties to this proceeding.

Said Urder instituted gas prorationing in the Jalmat Gas fool
effective January 1, 1955. The Urder provided for the method
cf allocation of the gllowable among the various wells in the

Jalmat Gas Pool, and provided that such allocation should be
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based 100% upon the acreage dedicated to the particular well.
Sald case was regularly advertised and heard, and gll owners or
operators or persons interested were afforded an opportunity tc
present their views with respect to the institution of proraticn-
ing and the alloccstion formuls which was to ve adopted for the
distribution of producticn arong the varicus wells in the Pool.
No appeal was taken from Urder No. R-520, which Urder became
effective and remained in full and controlling force and effect
until the action of the New Mexico Uil Conservation Commissgion
herein complained of,

4, Case No, 1327 came on tc be heard before the 01l
Congervation Comnission of New Mexico on Cctcber 18, 1957, uvpon
the application of Texas-Facific Coal and ULl Company. A copy of
sald application is attached hereto as Exhibit "B", After
hearings were held, the Commission on January 29, 1958, entered
Order No. R-lC?Z-A, a copy of which is attached hereto as
Exhibit "C" and made a part hereof.

By the terms and provisions of Urder No. R-104Y2-A, the
Commission denied the application insofar as it sought the
termination of prorationing in the Jalmat Gas Pocl in Lea County,
New Mexico, but it did change the proration formula in ssid Pool
from the formula set forth in Order No. R-520 which was based
LG0% upon acreage to a formula of 25% acreage and 75% acreage

times deliverability.
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5. Petitioner timely filed its application for rehearing
before the Cil Conservation Commission of the State of New
Mexico, a copy of which application is attached hereto as
Exhibit "D" and made a part herecf. %he 0il Conservation
Commission granted a rehearing in accordance with the provisions
of Order No., R-10Y2~B, a copy of which is attached hereto as
Exhibit "E", After rehearing, the Cil 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 Order No, K-10%2-C 1e attached heréto as Exhibit "F®
and made a part hereof,

6. Petiticner alleges that Orders Nos. R=-1092-A and
R-1092-C are unreasocnable, 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 0il Conservation Commission 1in its Finding
No. 5 in Order No. K-1092-A found a general correlation between
the deliverabllities of the gas wells in the Jalmat Gas Pool and
recoverable gas in place under the tracts dedicated to the wells.
This Finding was reatffirmed in Order No. R-1092-C, in the
Commission's Finding No. 2 which was:

"(2' That after considering all the evidence presented

at the original hearings and the rehearing in this case,

the Commission reaffirms its finding that Texas Pacific

Coal and 01l Company has proved by a preponderance of
the evidence that there is a general correlgtion between
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the deliverabilities of the gas wells in the Jalmat

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 Jalmat 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 Commigsion is
contrary to and without support in the evidence introduced before
the Commission and is invalid and void.

(b) The OUrder of the Commission is invalid in that
even though it be assumed that it was proved by a preponderance
by the evidence: “That there is a general correlation between
the deliverabilities of the gas wells in the Jalmat Gas Fool ard
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 Jalmat Gas Fool.

(¢c) The Commission used as a basis for its decisiocn
to include deliverability in tine proration formula of the Jalmat
Gas Fool, certain factors which are not contemplated or permitted
by the statutes of New Mexico in the determination of a proration
tormula for g gas pool. Finding No. 6 of Urder No. R-10%2-a
found, (1) that the inclusion of a deliverability tactor in the
Jalmat Proration Formule would result in the production of a

greater percentage of the pool allowable, and (2} that it would

more nearly enable variocus gas purchasers in the Jalmat Gas Pool
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to meet the market demand for gas from sald pool. Neither of
sald considerations provides any legal basis upon which the
Commisgsion could allocate production from the Jalmat Gas Fool
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 he greater drainage across
ad joining lease lines if the proration formula were amended to
include a deliveragbility factor than there would be under the
straight acreage formula. The evidence introduced by the
applicant was directed only to drainage from agrea 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 tc include a deliverability factor.

(e) The evidence introduced before the Cil Conservation
Commission showed that the inclusion of a deliverability ractor
in the proration formula as ordered by Urder No. R~1092-A would
result in irreparable injury to the correlative rights of
Petitioner and would deprive Petitioner of its property without
due process of law in that it would permit the production by
offset operators of natural gas underlying tracts owned by

Petitioner without affording compensating counter-drginage from

T
KRSt



other adjoining tracts, and would prevent Petitioner from
producing the recoverable gas in place In the Jalmat Gas Pool
underlying the tracts upon which the wells of this Petitfoner
are located.

7. All ot the matters alleged hereinagbove were set forth
in Fetiticner's Application for Rehearing before the Oil
Congervation Commission, as shown by Exhibit "D" attached hereto.

Y. The orders of the “ommission, review of which is here
sought, are further unlawful, unreascnable, arbitrary and capri-
clous and, therefore, are invelid and void for the reason that
the Commigsion upon reheéring refused to permit this Fetitioner
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 Commigsion 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 upcn 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 formnula and the irreparable injury which
would result from the inclusion of a deliverability factor in
the proration formula of the Jalmat Gas Pool.

9. The 100% acreage proration formula established in the

Jalmat Field by official order in 1954 and prior thereto by custom
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was the 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 »f the correlative
rights of those operators unless the change is approved by a
substantial majority of the operators in the filed and unless
it is very clear that the propcsed new foxmula will better protect
such correlative rights. Petitioner alleges that the formula
approved in said Orders Nos. R~1092-A and R-1092-C is 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 previcusly in effect.

10. Texas-Pacific Coal snd Cii Co@pany was the applicant
in Case No. 1327, end E1 Pasc Natural Gas Company, FPermian Basin
Pipline Company, and Southern Unlon Gas Company eppeared in said
case in support of the applicatiorn, and the gbove companies
together with the 0il Conservation Coumigsion of New Mexico are
named as respondents in this Petitior in accordance with the
statutes of New Mexico.

WHEREFORE, Petiticner respectfully prays the Court as
authorized by Section 1¢(t) Chapter 168 of the Laws of the State
of New Mexico, 194¢, Section 65-3-22(b), N.M.S.A. 1953, that:

1. Notice cof this Petition for Review be served upon
respondents in the manner provided for the service of summons

in civil proceedings upon the adverse parties.
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2. This Fetition be set for trial, and upon the hearing
thereof that this Court review the action of the 0il Conservation
Commigsion herein complained of.

3. This Court try this action de novo and determine the
issues of fact and law presented hérein.

4. This Court enter its order vacating Urders Nes. R-1092-a
and R-1052-C of the Commission hereinabove referred to.

5. This Court enter such other or further order in lieu cf
Crders Nos. R-1092-A and R-1092-C as the Court may determine tc

be proper.

JAMES A. LORE
RICHARD L. HU'GHSTON
F., O. Box 1509
Midland, Texas

. /s/ Howard Bratton
HERVEY, DUW & HINKLE
P. 0. Box 547
Roswell, New Mexico

Attorneys for Petitioner, Shell
0il Company

SRR
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EXHIBITS

TO
SHELL OIL COMFPANY
FETITION FOR REVIEW
OF ACTION CF THE OIL CONSERVATION COMMISSION OF NEW MEXICO

See Page

Exhibit Volume I

A 15

)11 O -
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F 39
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*For Exhibit "D"
see next page.
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BEFGRE THE CIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COXSZERVATIOR
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
JALNMAT 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 Cil Company, one of the operators in the
Jalmat 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 & of the sgaid
order for the reason that its authority to regulate production
of oil or gas is limited tc that necessary to prevent waste and
protect correlative rights, and it 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 ' u~

SRR 23
fRLL R
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2. That part of Finding 5 of said order reading: "The
applicant has proved that there is a general correlation between
deliverability of the gas wells in the Jalmat Gas Fool and the
gas in place under the tracts dedicated tc said well”, is
erronecug and without substantial evidence to support it.

The applicant offered not one word of proof that the gas in
place under a tract dedicated to a well is the gas being produced
by such well or even equivalent tc the gas that said well might
produce. Tc the contrary, Mr. Keller, the applicant's reservoir
expert, stated that (Tr. (10-17-57) P. 55, 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) p4b4)
where the volume of gas measured by the material balance equation
is located in respect to the lease lands, is 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 if 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 it was impossible to measure the gas in place with the

information at hand in the Jalmat field. It is apparent, therefore,
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that his whole approach to the matter cf correlative rights
differs from the statutory definition thereof, which is as
follows:

n"(a) The rules, regulations or orders of the Commission
shall, sc far as it is practicable to do so, afford to
the ocwner of each property in a pool the opportunity to
produce his just and equitable share of the oil or gas,
or both, in the pocl, being in an amount, so far as can
be practicably determined, and so far as such can he
practicably obtained without waste, substantiaglly in the
proportion that the quantity of the recoverable oil or
gas, or both, under such property bears to the total
recoverable oil or gas, or both, in the pool, and for
this purpose to use hig 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, it would be impossible to assoclate the
deliverability of g well with the gas in place under the tract
on which the well is located without piling inference on inference
and making the conclusion so speculative, 1llogical and unsound
that it should be rejected by this Commission. From Mr. Keller's
equation that Deliverability ~ T x (Pg - P%)ﬂ x K xC, (4ppli-
cant's Ex. 7)., It is obvious that in associating deliverabpility
with gas in place (this is gas in place in the well's reserve
not that under the tract) he assumed that permeability (K) and the
well completion factors (C;) were relatively constant throughout
the field and that variations in dellverability represented
variation in net thic?nees of pay; for permeability and well

completion factors do not affect the gas in place at all as
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testified by Mr, Keller (Tr. {later heasrings) p. 71-72), and

if either of them varied widely as between wells, the variations
in the deliverabilities of the wells would be relgively
meagningless in so far as the net thickness of pay (the reserve
affecting factor in said equation) ig concerned. The way

Mr. Keller related the deliverability to reserves was to say it
represented net thickness in pay by transposing the sald
equation thusly:

T = De}ive;%bility
(rg - w)n x K x Cy

Obviocusly, in such an equation unless K (permeability) and C2
(well completion factors) are constant T will vary not only
as deliverabilities vary but alsc as K or C2 vary. To attribute
the reserve of a well to the tract on which it was located, he
had further to assume that the quality of the reservoir under
all 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 is in general correlation with the
gas in place under the tract on which the well is located. Such
reasoning is so speculative that it cannot form the basis of a
conclusion.

Manning v, John Hancock Mutual Life Ins. Co., 100 U.5. 697,

25 L. Ed. 7613
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 Jalmat Gas Fool would, therefore, result in a more equit-
able agllocation of the gas production in said pool than under the
present gas proration formula" is erronecus and without substen-
tial evidence to support it because it is based on the false
premise set forth in the first part of the said Finding 5.

4. Because the uncontradicted evidence shows that the
Jalmat Gas Pool was developed under rules and/or practice whereby
proration of production in sald 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 is necessary to protect
the correlative rights of the operators in that pool or to
prevent waste. The buvden of proof should be much greater where
changes in estal ished rules are proposed and in such cases the
Commigsion should nct make changes unless the evidence that they
are needed to prevent waste or protect the correlative rights
of the cperators (not to allow a market to be met) is clear and
couvincing.

5. The inclusion of a deliveragbillty factor in the proration
formula of the Jalmat Gas Pool violates the correlative rights
of the operators and is erroneous.

6. The Application of Texas Faclfic Coal & 0Gil Company in
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Case No., 1327, to the extent that it scught the inclusion of a
delivergbility factor in the proration formula of the Jalmat Gas
Pool, constituted g collateral attack upon Crder 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 cannct be made the basis of a valid Order in
Case No. 1327 in so far as the inclusion of deliverability in
the proration formulag is concerned.

7. The evidence introduced in this proceeding procvides
no basie upon which a valid order could be entered by the
Commission changing the basis for the allocation of production
from the Jalmat Gas Pool from a 100% acreage basis to the basis
provided in Order No. R-1052-A for the reason that Ovrder Ko. R-520
entered by this Comnmission in Case No. 673 constituted a final
determination that deliverability should not be included in the
proration formula of the Jalmat Gas Pool. Texas Pacific Coal
& 011 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 & 0Oil
Company for the inclusion of deliverabllity in said formula. FKo.
appeal was taken by Texas Pacific Coal & 011 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 theré was substantial
evidence to support Finding 5 of sald Urder, and we do not so
concede, this Commission erred in amending the Jalmat Gas Foolfs
rules to place a deliverability factor in the proration formula
because thereby it has jeopardized its very excellent reputatiocn
for falrness, wisdom and common sense. The addition of a
deliverability '"new deal" in the proration formula of the
Jalmat Gas Pcol after the pcol has been developed on the under-
standing that proration would be on a straight acreage basis
is unfair tc thcose 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 g 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, nc issue of waste
was raised and the vast maiority 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 cf some "general"

InATy
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correlation between the deiiverability 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 hetween well deliverability and tract
reserve gas, it isntt wise, even if it is legal, to upset
existing equities or to override the ideas of the majority of
the operators in the pocl concerning how best to protect their
correlative rights.

This deliverability "new deal" in the Jalmat 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 cemand between
the wells on the basis of thelr relative potentials or deliver-
abilities or productivity, however 1t 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 ides of any such method of proration.
Obviously, an owner does not have a fair chance to recover the
0il or gas under hig land where the proration formula contains a
potential or deiiverability factor and non-marginal wells are
allowed to produce at different rates based on thelr different

ptentials or delivergbilities rather than on differences in their

R L
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productive acreages.

WHEREFORE your petitioner prays thaf the Commission grant
a rehearing in this case and set aside its Order No. R-109%92-4
in so far as a deliverabllity factor ls thereby placed in the

proration formula for the Jalmat Fool.

5ETH, MONTGQ.ERY, FEDERICI & ANDREWS

3y,

301 Don Gaspar Avenue
Santa Fe, New Mexico

RICHARD L. HUGHSTON
Bux 1509, Midland, Texas

ATTORNEYS FOR PETITIONER
SHELL OIL COMPANY
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AND, THEREAFTER, to=-wit: On the lZ2th 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 TC PETITICON FOR REVIEW

Comes now Respondent, Uil Conservation Commigsion of New
Mexico, and for its response to the Petition for Review, states:

1. It admits the allegations of Paragraphs 1, 2, 3, 4, 5,
7 and 10.

2. It denies the general allegations of Paragraph 6 that
the O:ders complained of are "unreasonable, unlawful, capricious
and arbitrary and were beyond the power of the Commission to
enter and were invalid."

3. It denies the allegations of Paragraphe 6(a) through
6(e), including all legal conciusions set forth therein.

4. It denies the allegation in Paragreph 8 that the Urders
conplained of are unlawful, unreasonable, arbitrary and capriciocus
and, therefore, are invalid and void. It admits that the testi-
money referred to in Paragraph 8 was excliuded, but in this
connection states that said testimony is neither relevant nor
material to the issues before the Commission in Cese No. 1327,

5. It denies the allegations of Paragraph 5.

WHEREFORE, Respondent prays the Court:

1. That the Petition for Review be dismissed.

Ey 7 B
]
Lr w7
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2. That Crders No, R-1092-A and R-1092-C of the Commission

be affirmed.

3. That the Court enter such Urder, or further Orders,

as it may determine tc be proper.

8/ Willism J. Cooley

8/ Oliver E. Payne

Attorneys for Respondent, 0Oil
Conservaticn 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. 16,217, in words and figures as follow, to-wit: a

RES PUNSE

Comes now Respondent, Texas Pacific Coal and 0il Company,
pursuant to Rule 10(c) of the Rules of Civil Procedure, and hereby
adopts the Response herein filed on behalf of the 01l 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.

TEXAS PACIFIC CUAL AND OIL COMPANY

By: ___[8/ Jack M, Campbell
Campbell & Russell
P. 0. Box 721
Roswell, New Mexico

attormeys for Respondent

(Service of pleading
certified to.)



L L5

AND, THEREAFTER, to-wit: On the 16th day of June 1658, 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 TOU PETITION FOR REVIEW

Comes now the respondent Southem 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 (il Conservation Commission of New
Mexico as its response, in the same manmer and to the same

extent as though each paragraph therecf 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 l6th day of June 1%58, there
was filed in the cffice of said Clerk, in said Cause No. 16,217,

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

RESFONSE TU PRTITICN FUK REVIEW

Comes now Respondent, El Faso Natural Gas Company, a Delaware
corporation, and for its response to the Petition for Review
herein states:

1. It admits the allegations of Paragraphs 1, 2, 3, 4, 5,
7, and 1C.

2. It 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. It denies the allegations of Faragraphs 6(a) through
6(e), including all legal conclusions set forth therein.

4. 1t denies the allegations of Paragraphs & and S.

WHEREFORE, Respondent prays the Court:

1. That the Petition for Review be dismissed.

2. That Orders Nos. R~10%2-A and K~-1092~C of the Commission
be affirmed.

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

it may determine to be proper.

W
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HARDIE, GRAMBLING, SIMS & GALATZAN
F. 0. Box 153 - El Paso, Texas

BY: /s/ A. L, Grambling

COWAN AND LEACH
Hobbs, New Mexico

BY: /s/ Ray C. Cowan

Attorneys for Respondent,
El Faso Natural Gas Company

(Service of pleading
certified to.)
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AND, THEREAFTER, to-wit: On the 16th day of June 1658, there

was filed in the office of said Clerk,in said Cause No, 16,217,

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

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 01l 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.

PERMIAN BASIN PIPELINE COMPANY,

Resgpondent

By _[/s/ Robert W. Ward
Attorney for Respondent

Bobert W, VWard
2C1 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 gset forth below,
there was filed in the office of said Clerk, in sald Cause
No. 16,217, ingtruments identical in words and figures to those

filed in Cause No. 16,213 as follow, to-wit:

Set Forth
in Vol. I

Instrument Date Filed Page
Yotion for Pre-Trial Conference July 3, 1958 48
Minutes - Pre-Trial Conference Sep. 9, 1938 50
Petitioners' Offer of Proct Sep. 15 1958 65
Statement of the Case Sep. 23, 1958 70
Petitioners' Supplementali Cffer

of Proof Sep. 23, 1958 80
Motion June 12, 1959 82
Order June 12, 1959 83
Stipulatiocn June 26, 1959 &5
Respondents' Offer of Proof June 26, 1959 86
Requested Findings of Fact and

Cenclusions of Law Augz. 21, 1659 89
Motion Aug. 27, 1659 94
Order Aug. 27, 1959 95
Cextificate Aug. 28, 1659 56
Motion Aug. 31, 1959 s$7
Order aug. 31, 195¢ S8
Certificate Sep. 3, 1959 99

Recquested Findings of Fact and
Conclusions of Law of FPetitioners
Continental Cil Company, et al Jan. 18, 1960 100
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Ingstrument

Decision of the Court

Judgment

Motion for Allowance of Appeal

Order Allowing Appeal
Notice of Appeal
Certificate

Proof of Service

Motion for Allowance of Cross-Appeal

Order Granting Crcss-Appeal

Notice of Allowance of Cross-Appeal

Stipulation
Order

Pragecipe

Date Filed

Feb.

Feb.
Mar.
Mar.
Mar.
Mar.
Mar.
Mar.
Mar.
Mar.
Apr.
Apr.

Apr.

Point Relied Upon by Cross-Appellant Apr.

Yok

Py _-.334‘"

&%

17,
17,
14,
14,
14,
14,
22,
25,
25,
28,
12,
12,
12,

21,

1960
1960
1560
1960
1960
1960
1960
1960
1960
1960
1960
1960
1560

1960

Set Forth
in Vol. I

Page

115
120
121
122
123
124
125
126
127
128
130
133

135
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 Countv 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
011 Conservation Commigsion of the State of New Mexico ags referred
to in Cguse No. 16,213 hereinbefore set forth), in words and

figures as follow, to-wit: a

PETITION FOR REVIEHW

Comes now The Atlantic Refining Company and for its petition
for review of the action of the 0il 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 is a corporation duly admitted to do business
in the State of New Mexico, and is the owner of natural gas wells
situate within the exterior boundaries of the Jalmat Gas Pool
located in Lea County, New Mexico.

2. On the 29th day c¢f January, 1958, the Oil Conservation
Commission of New Mexico entered its 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 Jalmat Gas Pool, which

formula had been promulgated by Order Nc. R-520 of the 01l

T
e gt
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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~1092-A entered therein, Petitioner duly filed an
Application for Rehearing directed to said Order No. R-10%2-A
and after rehearing the Cil Conservation Commission, on the

25th day of April, 1958, promulgated its “Yrder No. R-10%2-C
reaffirming and refusing to modify the ﬁrovisions 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~1092-A and R~-1092-C
above referred to.

3. The Jalmat Gas Pool is located in Lea County, New Mexico,
After extended hearings, the New Mexico 01l Conservation Commigsion
entered on August 12, 1954, its Order No. R-520 in Case No. 673,

a copy of which said érder 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., Coples ¢f said oxrder are in the possessicn
of all of the parties to this proceedings. 5Said Urder instituted
pgas proretioning in the Jalmat Gas FPocl effective January 1, 1955.
The Order provided for the method of allocation of the allowable
among the various wells in the Jalmat Gas Pool, and provided that
such allocation should be based 100% upon the acreage dedicated

to the particular well. Saild case was regularly advertised and

heard, and all owners or operators or persons interested were

£ TRE AED
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afforded an opportunity tc present their views with respect to
the institution of prorationing and the 4 location 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 érder became effective and remained in Full and
controlling force and effect until the action of the New Mexico
01l Conservation Commission herein complained of.

4. Case No. 1327 came on to be heard before the 0il
Conservation Commission of New Mexice on Cetober 18, 1957, upon
the application of Texas-Paclfic Coal and Oil Company. A copy
cof said application is attached hereto as Exhibit "Bv, After
hearings were held, the Commission on January 29, 1958, entered
Order No. R-1092-4, a copy of which is attached hereto as
Exhibit "C" and made a part herect.

By the terms and provigicms of (rder No. R-1092-4, the
Commission denled the application Insofar as it sought the
termination of prorastioning in the Jalmat Gas Pool in Lees County,
New Mexico, but it did change the proration formula in said pool
from the fomrula set forth in Order No. R-520 which was based
100% upon acreage to a formula of 25Lacreage and 75% acreage
times deliverability. ,

5. Petitioner timely filed its application for rehearing
before the 0il Conservation Commission cf the State of New Mexico,
a copy of which application is attached hereto gs Exhibit "D¥ gnd

made a part herecf. The Cil Conservation Commission granted a

Lo
T
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rehearing in accordance with the provisions of Order No. R-1092-B,
a copy of which is attached hereto as Exhibit "E", After
rehearing,the 0il Conservation Commisgion entered Order Ko,
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 (rder
No. R-1092-C 1s attached heretc as Exiibit "F" and made g part
hereof.
6. Petitioner alleges that Urders Nos. R-1092-A and

R-1092-C are unreasonable, unlawful, capricicus and arbitrary
and were beyond the power of the Commission to enter and are
invalid upon the following grounds, to-wit @

(a) The epplication of Texas-Pacific Coal and 0il
Company in Case No. 1327 to the extent that it sought the
inclusion of a deliverability factor in the proration formula
of the Jalmat Gas Fool, constituted a collateral attack upon
Urder No. R-520 in Case Ho. 673 of the Gil Conservation Commission,
and, therefore, should not have been entertained by the Commission,
and could not be the basis of & valid order in Case No. 1327
insofar as such order changes the basis of allocation of
production from the Jalmat Gas Poocl from a 100% acreage basis to
include g deliverability factor in the proration formula.

{b) Order No. R-520 entered by the Uil Conservation
Commission in Case No. 673 constituted a final decision that the

proration formula for the Jalmat Gas Fool should be on a 100%
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acreage basis. WNo appeal was taken from the fingl decision of
the Commission so ordered, and thé application in Case No. 1327
did not allege and the record in sald case doez not show any
change of conditions in the Jalmat Gas Pool or eny waste which
would result from retention of the 100% acreage allocation formula.
On the basis of the application and the record, the Commigsion
was without authority or jurisdiction te modify or change the
proration formula set forth in Order No. R=-520.

(¢) 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 Jalmat Gas Pool in the absence
of evidence showing a change in conditions in the pool from the
timelof entry of Order No. R-520 or evidence showing that waste
would result from the retention of the 100% acreage formula.
No such dlegations were made and no such evidence was it roduced,
and therefore the Commission was without authority to revisge,
modify or change Order No. R-520 to provide that the proration
formula for the Jalmat Gas Pool should include a deliverability
factor.

(d) The (0il Conservation Commission in its Finding
No. 5 in Order No. R-1092-A found a general correlation b etween

the deliverabilities of the gas wells in the Jalmat Gas Pool and
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recoveragble gas in place under the tracts dedicgted to the wells.
This Finding was reaffirmed in Order No. R-1092-C, in the
Commission's Finding No. 2 which was:®

n"(2) That after considering ell the evidence presented

at the original hearings and the rehearing in this case,

the Commigsion reaffirms its finding that Texas Pacific

Coal and 0il Company has proved by a preponderance of

the evidence that there is a general correlation between

the deliverabilities of the gas wells in the Jalmat 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

Jalmat Gas Pool would, therefore, result in a more

equitable gllocation of the gas production in said pool

than under the present gas proration formula.m"

Petitioner alleges that sald 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 it be assumed that 1t was proved by a preponderance by
the evidence: "that there is a general correlation between the
deliverabilities of the gas wells in the Jalmat Gas Pool and the
gas in place under the tracts dedicsted to said wells™, such a
finding provides mno basis authorized by the statutes of New
Mexico for modification of the pre-existing acreage formula for
allocation of gas produced from the Jalmat Gas Pool.

(£) The Commission used as a basis for its decision to
include deliverability in the proration formula of the Jalmat
Gag Pool, certain factors which are not contemplated or permitted

by the statutes of New Mexico in the determination of a proration

L Lt
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formula for a gas pool., Finding No. 6 of Order No. R-1092-A
found, (1) that the inclusion of & deliverability factor in
the Jalmat Proration Formuls would result in the production

of a greater percentage of the pool allowable, and (2) that it
would more nearly enable various gas purchasers in the Jalmat
Gas Pool to meet the market demand for gas from said pool.
Neither of said considerstions provides any legal basis upon
which the Commission could allocate procduction from the Jalmat
Gas Pool under the statutes of New Mexico. The consideration
cf such factors rendered the decision of the Commigsion based
thereon invalid and veoid.

(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 it would require
the expenditure of large sums of money by this Petitioner and
other operators in the Jalmat Gas Pocol in efforts to increase
the deliverability of gas wells in the pocl in orxrder to protect
their correlative rights, although the ultimate recovery from the
various tracts would not be appreciably increased thereby, if at
all, and although efforts to increase the deliverability of
wells in the Jalmat Gas Fool could not prevent the viclation
of correlative rights which would result from the inclusion of
a deliverability factor in the proration formuls.

(h) The uncontradicted evidénce before the Cormissicn

HEES
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showed that the inclusion of a deliverability factor in the
Jalmat Gas Pool proraticn formula would result in underground
waste in that many of the wells in the Jalmat Gas Pool have been
conpleted 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
necessarily result in the underground waste of natural gas,
since efforts to increase the deliverability of older wells
would regult in the loss of some wells.

(i) The uncontradicted evidence before the Conserva-
tion Commission showed that there would be greater drainage
across adjoining lease 1lines 1f 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 Petiticner and other companies that there would be greater
drainage across lease lines if the proration formula should be
changed to include a delivergbility factor.

(j) The evidence introduced before the Oil Conserva-~
tion Cormission 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 preperty without
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due process of law in tha it would permit the production by
offset operators of natural gas underlying tracts owned by
Petitioner without affording compensating counter-drainage from
other adjeoining tracts, and would prevent Petitioner from
producting the recoverable gzas in place in the Jalmat Gas Pool
underlying the tractes upon which the wells of this Petitioner
are located.

7. A4ll of the matters alleged hereinabove were set forth
in Petitioner's Application for Rehearing before the 01l Con-
servation Commission, as shown by Exhibit "D" attached hereto.

8. The Orders of the Commission, review of which is here
sought, are further unlagwful, unreasonable, arbitrary and
capricious and, therefore, gre 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 Commissicn refused tc permit this and other
operators to present evidence as tc 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
procf 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 Jalmat Gas Pool.

S. The formila set forth in Order No. R-1092-A which
introduces a deliverability factor into the proration formuls
is not a reascnable basig on which to allccate the production
from the “almat Gas Pool among the gas wells in the pool in that
it 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 pocl. The inclusion of a
delivergbility factor in the proration formula would result in
economic waste, underground waste, and would vioclate correlative
rights including those of this petitioner. Petitioner will
introduce evidence in support of the above allegations upon the
trial of this cause.

10. Texas~Pacific Coal and Cil Company was the applicant
in Case No, 1327, and El1 Pasc Natural Gas Company, Permian
Basin Pipeline Company, and Sout hern Union Gas Company appeared
in said case in support of the gpplication, and the above
companies together with the 0il Conservation Cormission of New
Mexico are named as respondents in this Petition in accordance
with the statutes of New lMexico.

WHEREFORE, Petitioner respectfully prays the Court as

authorized by Section 19(b) Chapter 168 of the Laws of the State
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of New Mexico, 1948, Section 65-3-22(b), N.M.S5.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 civil proceedings upon the adverse parties.

2. This Petition be set for trial, and upon the hearing
thereof that this Court review the action of the 0Ll Conservation
Commigsion herein complained of.

3. Thisg Court try this action de novo and determine the
issues of fact and law presented herein.

4, This Court enter its order vacating Orders Nos. R-10%92-A
and R-1092-C of the Commission hereinabove referred to.

5. This Court enter such other or further order in lieu of
Orders Nos. 3~1092-A and R-1092-C as the Court may determine to
be proper.

CHARLES B. ELLARD
A. B. TANCC

P. 0. Box 231¢
Dallas, Texas

/s8/ _Howard Bratton
HERVEY, DOW & HINKLE
. Q. ﬁcx 547
Roswell, Kew Mexico

Attorneys for Petitioner, The Atlantic
Refining Company

%y A
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BEFORE THE OIi 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 COF

CONSIDERING:
CASE NO. 1327
Order No. R-1042-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 SFECIAL RULES AND REGULATIONS

FOR THE JALMAT CAS POOL IN LEA COUNTY,

NEW MEXICO,

AFPPLICATIUN 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 “rder No. R~-1092-A
of the New Mexico 011 Conservation Commission in conmection
with the above styled case, and in support thereof respectfully

shows:

L.
Applicant owns and operates oil and gas leases and gas wells
within the Jalmat Gas Pocl in Lea County, New Mexico. Applicant
is affected by Urder No. K-1U92-A, which was entered by the

Commission under date of January 292, 1958.

SO GIT vpr
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IX.

Order No. R-1092-4 contains two findings, Nos. 5 and 6,
which are the basis upon which Finding No. 7 as to deliverability
is made, and upon which said “rder amends previous orders of the
Commission to include a deliverability factor in the proragtion
formula. Paragraph 2 of Urder No. R-1U%2-A agmends all orders
previously issued by the Commission to provide for an "acreage
factor" for allowahle purposes. Paragraph 3 of Order No. R-1092-A
provides that Order No. R-520 as amended by Urder No., R-967 be
revised effective July 1, 1958, to include a deliverability
factor in the gas proration formula of the Jalmat Gas Pool.

Said paragraph provides for the deliverability factor and sets

forth how it shall be carried into effect.

I1I.

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 Crder
No. R-1092-A, and that Texas Pacific Coal & Cil Company was
estopped to apply for an amendment to the proration formula for
the Jalmat Gas Pool, and that if the Commission did have
jurisdiction and there was nc estoppel, the said order, in regard
to the above matters, was discriminatory, errconeous, illegal and
invalid, and a rehearing is requested in respect to sald matters,

In support thereof, aﬁplicant states:

(Exhibit "@")
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1. The application of Texas Pacific Coal & 0il Company
in case No. 1327, to the extent that it sought the inclusion of
a deliverability factor in the proration formula of the Jalmat
Gas Pool constituted a collateral attack upon Order No. 520 in
Case No. 674 of this Commission, entered on the 12th day of
August 1954, and the Commission was without jurisdiction to
entertain said appiicaticn, and said application cannot be made
the basis of a vaglid order in Case No. 1327 insofar as the
changing of the basls for zllocation of production from the
Jalmat Gas Pool from a 100% acreage basis to include a deliver-
abilit§ factor in the proration formula.

2. OUrder No, K-520 entered by this Commission in Case
No. 673 constituted a final decision that the proration formula
for the Jalmat Gas Pool shculd be on a 100% acreage basis. No
appeal was taken from the f£inal decision of the Commission so
ordered, and the Comrigsion camot now on the basis of the
application and record in this cause enter a valid order changing
the basis for the allocation of production from the Jalmat Gas
Pool.

3. Texas racific Cogl & 0il CLompany, the applicant in Case
No. 1327, was a participant in Case Nc. 073, and in said case
supported the Inclusion of deliverability in the proration
formula, which request was considered by the Commission and

denied therein. No appeal was taken by Texas Pacffic Coal & 0il

(Exhibit vD")
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Company from the final decision of the Commission sc ordered and
said company is now estopped tc request a change in the proration
formula for the Jalmat Gas Pool. On the basis of the record in
this case, the Commission is withcut authority to revise, modify
or change Order No. R-520 te now provide that the proration
formula for the Jalmat Cas Pocol shall include a deliverability
factor.

4. Order No, R-10%2-A 1s invalid and discriminatory and
deprives this applicant of its property without due process of
law in violation of the l4th Amendment to the Constitution of
the United States and in viciation of Article II, Section 18 of
the Constitution of the State of New Mexicc in that this applicant
has acted in reifance on Crder No. R-532€, and has performed
drilling operations, reccompletion operations, and has expended
substantial sums of money on its properties in the Jalmat Gas
Fool after the issuance of sald Crder, and it has vested
property rights therein, which property rights will be impaired
by the inclusicn of a deliverability factor in the proration
formula for the Jalmat Gas Pocl,

5. As a result of the aforesgid expenditures and the other
actions by this applicant in good faith in reliance upon the
existing proration rules in Order No. K~520, the Commission is,
as a matter of equity and justice, estopped from amending sald

proration order to include a deliversbility factor, which amendment

(Exhibit “D¥)
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would discriminate against this applicant.

6. Finding No. 5 in Order Ko. R~-1092-A is:

"That the Applicant has proved that there is a general

correlation between the deliverabilities of the gas wells

in the Jalmat 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

Jalmat Gas Fool would, therefore, result in more equitable

allocation of the gas production in said pool than under

the present gas proraticn formula."
Applicant alleges that this finding is contrary to, and wholly
without support in the evidence and is therefore erronecus and
invalid. In further support in the evidence have glleged, there
is attached 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
Commigsion on December 9, 1657, and the deliverability of the
58 gas wells located on said tracts. Said exhibit is based upcn
the testimony and the record in this case and clearly demonstrates
the total absence of correlation between the delivergblilities
of gas wells in the Jalmat 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 it is
clearly shown that no such correlation exists, and that therefore

the entire Finding No. 5 is erroneous and invalid.

7. Even though it is assumed that it has been proved as

(Exhibit "D¥%)
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stated in Finding No. 5 that "there is a general correlation
between the deliverabilities of the gas wells in the Jalmat Gas
Pool and the gas In place under the tracts dedicated to said
wells"”, sald Finding provides no basis authorized by the Statutes
of New Mexico for modificaticn of the formula prescribed by
Order No, R-520 for the proration of gas produced from the
Jalmat Gas Pool.

8. The Commission has used as a basis for its decision to
include deliverability in the proration formula certain factors
which are not contemplated or permitted by the statutes of New
Hexico in the determination of a proration formula for a gas pool.
Finding No. 6 of said Order Ko. R-10%2-A ig:

"That the inclusion of a deliverability factor in the

proration formula for the Jalmat Gas Poocl will result

in the production of a greater percentage of the pool

allowable, and that it will more nearly enable various

sas purchasers in the Jalmat “as Pool to meet the market

demand for gas from said pool."

Neither of said considerations provides any legal basis for the
allocetion of production among the gas wells in a gas pool.

5. Order No. R-1092-4 will result in underground waste since
many wells in the Jalmat Gas Pool are old wells and the condition
of many of such wells is such that the action required of a prudent
operator under Order No. R-109Z-A will necessarily result in the
underground waste of natural gas.

10. Order No. R-10%92-~A will result in economic waste in that

it will require the expenditure of a large sum of money by this

(Exhibit ©wD")
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applicant tc increase the deliverability of its gas wells in am
effort to protect its correlstive rizhts, 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 Jalmat Gas Pool
camot 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 is 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 Mexlico for the inclusion of deliverability
in the proration formula for the Jalmat 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 its correlative rights in
that it permits drainage from under tracts in the Jalmat Gas
Pool owned by this applicant, which drainage is 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 II, Section 18 of the Constitution
of the State of New lexico.

WHEREFORE, Applicant respectfully requests the Commission

that a rehearing be granted in the above case as to those portions

(Exhibit "D")



of Crder No, R-109%2-4 which gmend the previous orders of the
Commission to provide for the inclusion of a deliverability factor
in the allocation formula of the Jalmat Gas Pool subsequent to
July 1, 1958, and that after rehearing the Commission rescind its
order in the above respects, and retain the proration formula

established by Order No. R-520,

THE ATLANTIC REFINING COMFPANY

d%o B o TANCO
F. 0. Box 2819
Dallas, Texas

/s/ Howard C, Bratton
HERVEY, DOW & HINKLE
F. 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

RESPCNSE TC PETITION FOR REVIEMW

Comes now Respondent, (Uil Conservation Commission of New
Mexico, and for its response to the Petition for Review, states:

1. It gdmits the allegations of Paragraphs 1, 2, 3, 4, 5,
7 and 10.

2. It denies the general allegations of Parggraph € that
the Orders complained of are ™unreasonable, unlawful, capriclous
and arbitrary and were beyond the power of the Commissgion to
enter and were invalid."

3. It denies the allegationg of Paragraphs 6(a) through
6(j), including all legal conclusions set forth therein.

4. It denies the allegations of Paragraph 8 that the
Orders conplained of are unlawful, unreasonable, arbitrary and
capricious and, therefore, ave invlaid and void. It admits that
the testimony referred to in Faragraph 8 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.

5. 1t denies the allegations of Paragraph 9 and specifi-
cally denies that the Petitioner may, without limitation,

intoduce evidence before the Court upon trial of this cause.
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WHEREFORE, Respondent prays the Court:

1. That the Petition for Peview be dismissed.

2. That Orders No. R-1092-A and R~1092-C of the Commissicn
be affirmed.

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

it may determine tc be proper.

[s! Williaem J. Cooley

[s/ Oliver E. Payne

Attorneys for Respondent, 0Oil
Congervation Commission of New
Mexico

(Service of pleading
certified to.)



AND, THEREAFTER, to-wit: On the 13th day of June 1958, there
was filed in the office of said Clerk, in sald Cause No. 16,21§,

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

RESPONSE

Ccﬁés now Respondent, Texas Pacific Coal and 0il Company,
pursuant to Rule 10(c) of the Rules of Civil Procedure, and
hereby adopts the Response herein filed on behalf of the 0Oil
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,

TEXAS FACIFIC 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.)
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AND, THEREAFTER, to-wit: On the 16th day cf June 1958,
there was filed in the office of said {(lerk, in said Cause

No. 16,218, in words and figures as follow, to-wit: a

RESPFONSE TC PETITION FOR REVIEW

Comes now the respondent Scuthern Unicen Gas Company, a
foreign corporaticn, pursuant to Rule 10{c¢)} of the Rules of
Civil Procedure, and hereby adopts the Response herein filed
on behalf of the respondent Uil Conservation Commisgion of New
Yexico as Lts respcnse, in the same manner and to the sane

extent as though each paragraph thereof was herein fully set out,

4ILLIS L. LEA, JR., and A. 5. GRENIER
Burt Bullding, Dallas, Texas

MANUEL A. SANCHEZ
santa Fe, ,New Mexico

By /8/ Manuel iA. 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 1558, there
was filed In the cffice of said Clerk, in said Casuse No. 1&,21¢&,

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

RESPONSE TC PETITION FOR REVIEW

Comes now Respondent, El Faso Natural Gas Company, a
Delaware corporaticn, and for its response to the Petition for
Review herein, states:

1. It admits the allegations of Paragraphs 1, 2, 3, 4, 5,
7 and 10.

2. It denies the general allegations of Faragraph 6 that
the Orders complained of are '"unreasonable, unlawful, capricicus
and arbitrary and were beyond the power of the Commission to
enter and were invalid®.

3. It denies the allegaticns of Faragraphs 6(a) through
6(3), including all legal conclusions set forth therein.

4, It admits that certain testimony referred to in
Paragraph 8 was excluded ly the Commission, but states that such
testimony was properly excluded as it was neither relative nor
material in Case No. 1327.

5. It denies the allegations of Faragraph 9 and specifically
denies that the Petitioner may, without limitation, introduce
evidence betcve the Court apon trial of this cause.

WHEKEFURE, REspondent prays the tourt:
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1. That the Petition for heview be dismissed.

<. That Urders Nos. R-10%2-A and R-1092~C of the Commission
be affirmed.

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

it may determine to be proper.

HaRDIL, GRAMBLING, SIMS & GALATZAN
Po. .o Box 1533 - El Paso, Texas

By: _/8/ A. L. Grambiing

CCHARN ARD LEACH
Hebbs, New Mexico

8y: [/s/ Ray C. Cowan
sttorneys for Respondent,
.l Faso Natural Gas Company

(Sservice of pleading
certified to.)
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AND, THEREAFTER, to-wit: On the i6th day of June 1958, there

was filed in the office of said Clerk, in sgid Cause No. 16,218,

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

RESFUNSE

Comes now rRespondent Permian Basin Fipeline Company, and,

pursuant to Rule 10(c) of the rRules of Civil Procedure, herelby

adopts the response herein filed on behalf of the Gil 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.

(Service of pleading
certified to.)

PERMIAN BASIN FIPRLINE CUMPANY
Reapondent

By [s/ Robert W. Ward
Attorney for Respondent

4Acbert W. Ward
201 Horth Love
Lovington, New Mexico

Lawrence I. Shaw

¥. Vingon Roach

Fatrick J. McCarthy
4223 Dcdge Street
Umagha 1, Nebraska

Attorneys for Permian Basin
Fipeline Company, Respondent!
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AND, THEREAFTER, tc=-wit: On the dates set forth below,

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

No. 16,218, 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 -~ Fre-Trial Conference
Petitioners' Cffer of Froof
Statenent of the Lase

Petitioners' Supplemental Uffer
of Proof

Motion

Ozrder

Stipulation

Respondents! Offer of Proof

Requested Findings of Fact and
Conclusions ©f Law

Motion
Order
Certificate
Motion
Order

Certificate

s

9/

TR f

Date Filed

July 3, 1958

sept.

9,

15, 1658
23, 1958

23, 1958

1958

June 12, 1959

June
June

June

12,
26,

26,

1959
1959

1959

1959
1959
1959

1959

Set Forth
in Yol., I

Page

48
50
65
70

80
82
83
85
86

89
94
95
g6
97

98
99
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Set Forth
in Vol. 1

Instrument Date Filed _FYage
Requested Findings of Fact and

Conelusiong of Law of retitioners

Continental 0il Comwpany, et al Jen., 18, 1960 100
Decigion of the Court Feb, 17, 196¢C 115
Judgment Feb, 17, 1960 120
Motion for Allowance of Appeal Mar. 14, 1960 121
Order Allowing Appeas! var, 14, 1960 122
Notice of Appeal Mar. 14, 1660 123
Certificate ¥Mar. 14, 1960 124
Froof of Service Mar. 22, 1960 125
Motion for Allowance of Cross~Appeal Mar. 25, 1560 126
Order Granting Cross-Appeal Mar. 25, 1%60 127
Notice of Allowance of Cross-Appeal Mar. 28, 1960 128
Stipulation Apr. 12, 1960 130
Urder Apr. 12, 1960 133
Praecipe apr. 12, 1560 135
Point Relied Upon by Cross-Appellant Apr. 21, 1900 137

*k dekk dede



AND, BE IT REMENBERED, That on the 13th day of May 15538,
there was filed iu the office of said Clerk of the District Court
of the Fifth Judicial bistrict of the State of New Mexico,
within and for the County of Lea, in Cause No. 16,219 on the
Civil Docket ¢f said Court, wherein STANDARD OIL CUMPANY OF TEXAS
is Petitioner (concerning the same Urders of and Case before the
011 Consexvation 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

FETITION FOR REVIEW

Comes ncw »tandara wil Company of Texis and for its petition
for review of the action ¢f the Uil Conservation Commission of
the State of New lexics in the glhove styled and numbered case
and in tiie abcve viders, sllezes and startes:

1. Petituioner s a corporation duly adnitted to do business
in the State of New llexico, and is the cwner of natural gas
wells situate wirthin the exterior bouncaries of the Jalwmat Cas
fool located in iéeo Uounty, New lMexico.

2. OCn the 29th day <f January, 1958, the Uil Conservation
Commissicn of New la2xicc entered its Lrder No. R-10%Z~-A in Case
No. 1327, ¢ the dcctet cf sald Conmission, changing the gas
proration formula «pplicablie o wells in the Jalmat Cas Pool,

which formula had heen promuigated by Crder No., R-520 of the



0il Conservation Commission entered in Case No. 673 on August
12, 1954, Petitioner was a party to Cause No. 1327 gnd was
affected by Urder No. R-1U¥2-aA entered therein, Fetitioner duly
filed an Application for Kehearing directed to said Order No.
K-1092-A and arter reheagring thne 011 Conservation Commission,

on the 25th dg¢ of april, 1%5&, promulgated its Urder No.
R-1092-C regffirming and refusing tc mcaify the provisions of
urder No. K=1(%Z-A. Petitioner was afiected by and dissatisfied
with the provisions of Urder No. R-10%4~-C, and by this proceeding
seeks review as provided by law of CUrders Nos. R-1092-A and
R=1(92-C above referred to.

3. The Jalmat Gas Pcoi is locstec in Lea County, New Mexico.
After extended hearings the New Mexicc c¢il Conservation Commisgion
entered on August 12, 1934, its Crder No. K-520 in cgse No. 673,

a copy of which said Crder Ko. #-520 1s marked Exhibit %A%, is
filed with the Clerk of the District vourt of iLea County
simultanecusly with the filing of this retition for Review and

by reference incorg>rated herein. Coples of ssid order are in

the possessicn ¢f all of the parties tc fhis proceeding. SHaid
Order instituted gas proratiovning iv the Jaimat Gas Fool effective
January 1, 1953. The COrder provided for the method of

allocation of the gllowable among the warious wells in the

Jalmat Gas Pool, and provided that such aliocation should be

based 100% upon the acreage dedicated to the particular well.
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Said case was regularly advertised and heard, and all owners or
operators or persons 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 Pocl. MNc appeal was taken from Urder No. K-520, which
Order became erfective agnd remained in fuil and controlling
force and effect until the action of the New Mexico Uil Con-
servation Commission nerein complained oi.

4. Case No. 1327 came on to be heard before the Uil
Conservation Commission of New Mexieo on uctober 18, 1%57, upon
the application of Texas-racific¢ Coal and Oii Company. & copy
of said application is attached heretc as bxhibit “B"., after
hearings were held, the Commission on January 29, 1935, entered
Order No. X=1(G9%2-A, a copy of which is attached hereto ss
Exhibit "C" and made a rart hereot.

By the termws and provisions of Urder No. x-1094-a,; the
Commission denied the application insofar as it sought the
termination of provationing in the Jelmat Gas Fool in lea County,
New Mexico, but it did chaenge the proraticn formaia in said Pool
from the formuls set forth in Order Nc. R-520 which was based
100% upon acreage tc a formmula of 257 acreage and 75% acreages
times deliveragbility.

5. Petitioner timely filed its application for rehearing

+ad, 1D
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before the Uil Consgervation Commission of the State of New
Mexico, acopy of which application is attached hereto as Exhibit
"D" gnd mad2 a part herecf. The Uil Conservation Commission
granted a rehearing in accordance with the provisions of Urder
No. R=1(92-8, a copy of which is attached hereto as Exhibit "E“,
after rehearing,the (il Conservation Commission entered Order
No. R-1092-C which found that the provisions of Urder No.
R-1092-A should remain in 1ull force and effect. a copy of

said Order No. K-1U%2-C is attached heretc as kExhibit "F" and
made a part hereotf.

6. Petitioneralleges that Orders Nos. R-1(0%Z2-A and R-1092-C
are unreasonabie, uniawful, capricious gnd arbitrary and were
beyond the power of the Commission tc enter and are invaglid
upon the following grounds, to-wit:i

(a) The application of Texas-Facific Coal and Uil
Company in Case No. 13:7 to the extent that it scught the in-
clusion of a deiiverability tactor in the proration formuia of
the Jalmat Gas Pooli, constituted a coliateral attack upon
Order No., K=520 in case ic. 673 of the uil Congervation
Commission anc, therefore, sicuid nct have been entertained by
the Commissiocn, and coulc not be the basis or g valid order in
Case No. 1347 insciar as the changing of the basis of allocation
of production frow tne Jalwatl Gas vool from a 100% acreage

basis to include a deliverabliity factor in Lhe proration formula.

L
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(b) OUrder No. R-520C entered by the Uil Conservation
Commission in Case Xo. 673 constituted g finel decision that the
proration formula for the Jaimat Gas Pool should be on a 100%
acreage basis. Nc¢ gppeal was taken fIrom the final decision af
the Commission sc ordered, and the application in Case No. 1327
did not: allege and tie record in said case does not show any
change of conditions in the Jalmat Cas Pocl or any waste which
would result from recention of the 10U% acreage allocation
formula. On the basis of (he applicaticin and the record, the
Commission was without authority or jurisdiction to modify or
change the proration formula set forth in Order No. R-52C.

(¢; Texas-Pacific Coal and 011 Company, the applicant
in Case No. 1327, was a participant in Case No. 673, and did not
appeal from the fina' decisicn of the Comrission entered in
Order Neo, R-520, and said cowpany was estopped to request a
change In the preration formula for the Jalmat Gas Fool in the
absence of evidence showing a chsnge in conditlons in the pool
from the time of entry of (rder No. R-520 or evidence showing
that waste would result from the retention of the 10C% acreage
formula. No such allegaticns were made and no such evidence
was Introduced, gnd thereicre the Commission was without authority
tc revise, mcdify or chanpge Order No. R-520 to provide that the
proration formula tor the Jalmat Gas Fool should include a

deliverability factior.
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(d) The Cil Conservation Commisgsion in its Finding
No. 5 in Order No., R-1092-4 found a general correlation between
the deliverabilities of the gas wells in the Jslmat Gas Pool and
recovergble gas in place under the tracts dedicated tu the wells.
This Finding was reaffirmed in OUrxrder No. R-1092-C, in the
Commission's Finding No. 2 which was:

"(2) That after considering all the evidence presented

at the original hearings and the rehearing in this case,

the Commigsion reaffirms its finding that Texas Pacific

Coal and Uil Compsany has proved by a preponderance of

the evidence that there is a general correlation between

the delivergbilities cf the gas wells in the Jalmat Cas

Fool 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

Jalmat 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 Commissgion is
contrary to and without sgupport in the evidence introduced
before the Comnmisgsicn and is invalid and void.

(e} The Crder of the Commission is invalid in that
even though it beassumed that it was proved by a preponderance
by the evidence: "That there is a general correlation between
the delivergbilities of rhe gas wells in the Jalmat 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 Jalmat Gas Pool,
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(f) The Commission used as a basis for its decision
to include deliveragbility in the proration formula of the Jalmat
Gas Pocl, certain factors which are not contemplated or permitted
by the statutes of New Mexico in the determiration of a pro-
ration formula for a gas pool. Finding No. 6 of Order Nc.
R-1092-A found, (1) that the inclusion of a deliverability factor
in the Jalmat Proration Formula would result in the production
of a éreater percentage of pcol allowable, and (2) that it
would more nearly enable varicus gas purchasers in the Jalmat
Gas Pool tc meet the market demand for gas from said pool,
Neither of said considerations provides any legal basis upon
which the Commissfon could allocate production from the Jalmat
Gas Pool under the statutes 2f New Mexico. The consideration of
such factors rendered the decision of the Commission based
thereon invalid and vcid.

(g) The uncontradicted evidence before the Commission
showed that inclusior of & deliverability factor in the proration
formula would result in economic waste in that it would require
the expenditure of large sums of money by this letitioner and
other cperators in the Jalmat Gas Pool in efforts to increase
the deliverability of gas wells in the pool in order tc protect
their correlative rights, although the ultimate recovery from
the various tracﬁs would not be appreciably increased thereby,

and although efforts to increase the deliverability of wells

B e
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in the Jalmat Gas Fool 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 Commigsion
showed that the inclusion of a deliverability factor in the
Jalmat Gas Pool proration formula would result in underground
waste in that many of the wells in the Jalmat 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
necessarily result in the underground waste of naturagl gas,
since efforts to increase the deliverability of older wells
would result in the loss of gome wells.

(1) The uncontradicted evidence before the Ccnservation
Commission showed that there would be greater drainage acrcss
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 01l Conservation

§
I3
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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 Petiti.ner of its property without
due process of law in that it would permit the production by
offset operestcrs of natural gas underlying tracts owned by
Petitioner withouﬁ affording compensating counter-drainage from
other adjoining tracts, and would prevent Petitioner from
producing the recoverable gas in place in the Jalmat 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 0il
Consexrvation Commission, as shown by Exhibit *"D¥ attached hereto.

8. The orders of the Commission, review of which is 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 Fetitioner
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

L
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Crder No. R-520, and likewise refused the opportunity to present

proof of communitization of properties whichhad cccurred under
the acreage allocation formula and the irreparable injury which
would result from the inclusion of a deliverability factor in
the prorationformula of the Jalmat Gas Pool.

9. The formula set forth in Order No. R-1092-A which
introduces a deliverability factor intoc 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 it 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, uﬁderground 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.

10. Texas-Pacific Coal and 0il Company was the applicant
in case No. 1327, and El1 Paso Natural Gas Company, Fermian Basin
Pipeline Company, and Southern Union Gas Company appeared in
sald case in support of the application, and the above companies
together with the Uil Conservation Commission of New Mexico are
named as respondents in this Petition in accordance with the

statutes of New Mexico.

R



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. HNotice of this Petition for Review be served upon
respondents in the manner provided for the service of gummons
in civil proceedings upon the adverse parties.

2., This Petition be set for trial, and upon the hearing
thereof that this Court review the action of the 0Oil Consgervation
Commission herein complained of.

3. This Court try this action de novo and determine the
isgsues of fact and law presented herein.

4. This Court enter its order vacating Orders Nos. R-1092-A
and R-1092-C of the Commission hereinabove referred to.

5. Thie Court enter such other or further order in lieu of
Orders Nos. R-1092-A4 and R-1092-C aes the Court may determine to
be proper.

C. W, PROCTOR

Yo Go Box 1249
Houston, Texas

/s/ Howard Bratton
HERVEY, DOW & HINKLE
F. CG. Box 547
Roswell, New Mexico

Attorneys for Petitioner, Standard
0il Company of Texas
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EXHZIBITS

TO
STANDARD OIL COMPANY CF TEXAS
PETITION FOR REVIEW
OF ACTION OF THE CIL CONSERVATION COMMISSION OF NEW MEXICO

See Page
Exhibit Volume 1
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c 21
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E 37
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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

MEXICC FOR THE PURFCSE OF

CONSIDERING:
CASE NO. 1327
Order No., R-1092-4

APPLICATION CF 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 REHLARING

Comes Now Standard Oil Company of Texas, a corporation, and
states to the Commission:

(1) This applicant is a corporation owning oil and gas
leases and gas wells within the limits of the Jalmat Gas Pool
in Lea County, New lexicc.

(2) Applicant participated in the hearings before the
Commigsion on the Application of Texas Pacific Coal & 011
Company in the above styled and numbered case and as an Operator
in the Jalmat Gas Pcol was affected by Urder No. R-1092-A
entered by the Commission under date cf January 29, 1958.

(3) Applicant believes and therefore alleges that Order

No. R-1092-A aforesald was erronecus, iilegal and is invalid and

EXHIBIT D"
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by reason thereof a rehearing is 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 Jalmat Fool 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 Jalmat Gas Pool from a 10C% acreage basis to the basis
provided in Order No. R-10%2-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 Jalmat Gas Pool. Texas Pacific
Coal & 0il Company was a part to Case No. 673 and supported the
inclusion of deliverability in the proration formula, which
request was ccnsidered by the Commission, and Order No. 520 was
entered denying the request of sald Texas Facific Coal & 0il
Company for the inclusion of deliverability inm said formula. No
appeal was taken by Texas Pacific Coal & Uil Company from the
fianl decision of the Commission so ordered. On the basis of the
record in this case, the Commission is without guthority to

mwodify or change the decigion so reached in Case No. 673.

EXHIBIT "D"
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(b) The inclusion of deliverability in the Jalmat
Gas proration formula as ordered by Qrder No. R-1092-A is
predicated on a finding by this Commission "that the applicent
has proved that there is a general correlation between the
delivergbilities cf the gas wells in the Jalmat Gas Pocl 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" g vertical
bar graph depicting the relatiohship between the recoverable gas
in place under the 58 tracts which were the subject of testimony
and exhibits presented by this applicant and other cperators
before the Commission on December %, 1957, and the deliverability
of the 58 gas wells located cn sald tracts. Sald exhibit is
based upon the testimony Iin the record in this case and clearly
demonstrates the total absence of correlation between the de-
liverabilities of gas wells in the Jalmat 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
Commisgion it is clearly shown that nc such correlatiocn exists.

(¢) That the Commission has considered factors not

permitted by the statutes cf New Mexico in arriving at its

(Exhibit "D%)
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decision which was the basis of Urder No. R-1i09%92-A. It is
apparent from said Urder that it was predicated in part upon,

(1) a finding that the inclusion of a delivexragbility factor in
the Jalmat proration formula would result in the production of

a greater percentage of the pocl aliowable, and (2} that it would
more nearly enable various gas purchasers tc meet the market
demand for gas in the Jalmat Gas Pool. Heither of said con-~
siderations provides any legal basis for the allocation of
production under the statutes of Hew Mexico.

(d) The aApplication of Texas Pacific Coal & 01l
Company in Case Nc. 1327, to the extent that it scught the
inclusion of a deliverability Zfactor in the proration formula
cf the Jalmat CGas FPool, ccnstituted & collateral attack upon
Order No. 320 in Case No. 6731 of this Commission entered on the
12th day of August, 1%34, and therefore should not have been
entertained by the Commission and cannct be made the basis of a
valid Urder in Case No. 1327 insofar as the inclusion cof
deliverability in the proration formula is concerned.

(e) The order c¢f the Commissicn is invalld in that
even though it be assumed that as found by the Commission it has
been proved that "there is a general correlation between the
deliverabiliities of the gas wells in the Jalmat 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

(Exhibit "D¥")



for modification of the ére»existing acreage formula for proration
of gas produced from said pool.

(f) The order of the Commigsion result 8 in economic
waste in that it will require the expenditure of an excess of
One Hundred Thousand Dollars by this applicant to increase the
deliverability of its gas wells in an effort to protect its
correlative rights, although the ultimate recovery from such
wells will not be appreciably increased thereby.

(g) The Crder of the Conmission will result in under-
greund waste in that many of the wells in the Jalmat Gas Pool
have beencompleted for some ten to twenty years and their
condition is such that the action required of a prudent operator
under the Order ¢i 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 Crder of the Commission is invalid in that
the Commission would have authority tc change its existing pro-
ration oxrder 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 Jalmat Fool 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 & 011 Company was not discharged by Applicant.

(Exhibit wDm)

Pl T s
)



465

(1) Order No. R-1052-A results in irreparable injury

to the correlative rights of Applicant and deprives this Appli-
cant of its property without due process of lgw in this, that,
it 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 f£rom procducing the recoverable gas
in place in the Jalmat Pool underlying the tract upon which the
wells of Applicant are located.

(j) é4pplicant has, since the entry of Order No. 520
in Case No. 1327, completed wells and reworked wells in the
Jalmat Field in reliance upon said order and because allowables
were based on a 100% acreage favtor, no eifort was made to
obtain the greatest possible degree vf deliverability. Applicent,
therefore, alleges that Order No. R-109%2~-A is invalid because
it results in a gross inequity tc this Applicant and that the
Commigsion 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 in 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 Jalmat Gas Fool subsequent to July 1,
1658.
STANDARD CIL COMPANY OF TEXAS

By: __[/s/ . W. Froctor
C. W, Proctor

A copy of this application
has been served on Texas and
Pacific Coal and 0il Company
by registered mail.
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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. 16,219,

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

RESPONSE TG PETITION FOR REVIEW

Comes now Respondent, Uil Conservation Commission of New
Mexico, and for its response to the Petition for Review, states:

i. It admits the allegations of iLaragraphs 1, 2, 3, 4, 5,
7 and 1C.

2. It denies the general allegatiuns of I'aragraph 6 that
the Urders complained of are 'unreasonable, unlawful, capricious
and arbitrary and were beyond the power of the Commisgion to
enter and were invalid."

3. It denies the allegations of Faragraphs 6(a) through
$(j), including all legal conclusions set forth therein.

4. It denies the allegation in iaragraph & that the Orders
complained of are unlawful, unreasonable, arbitrary and capri-
cious and, therefore, are invaiid and void. It admits that the
testimony referred Lo in Yaragraph £ was eﬁcluded, but in this
connection states that sald testimony is neither relevant nor
materiai to the issues beiore the Commission in Case No. 1327.

5. It denles che aliegations of Faragraph 9 and specifically
denies that the Petitioner may, without limltation, introduce

evidence hafore the Court upon trial 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 Crder, or further Orders, as

it may determine to be proper.

/s/ Wiiliam J., Cocley

/ s/ Oliver L. Payne

attorneys for Respondent, Cil
Congervation Conmission of New Mexieco

(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 Ko. 16,219,

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

RESPONSE

Comes now Respondent, Texas Pacific Coal and 0il Company,
pursuant to Kule 10(c) of the Ruies of Civil Procedure, and
hereby adopts the Response herein riled on vehalf of the (il
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.
TEXAS PACIFIC COAL AND OIL COMPANY

By:__/s/ Jack M., Campbell
Campbell & Russell
F., C. Box 721
Roswell, New Mexico

Attorneys for Respondent

(Service of pleading
certified to.)

€3
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AND, THEREAFTER, to-wit: On the léth 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

Ccmes now the respondent Southern Union Ces Company, a
toreign corpcration, pursuant to Rule 10(c) of the Rules of
Civil Frocedure, and hereby adopts the response herein filed on
behalf of the respondent Cil Conservation Commission of New
Mexicc as its response, in the same manner and to the sane extent

as though each paragraph thereof was herein fully set out,.

WILLIS L. iEA, JR., and A. S. GRENIER
Burt Building, Dallas, Texas

MANUEL A. SANCHEZ
Santg 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. 16,219,

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

RESPONSE TU PETITION FOR REVIEW

Comes now Respondent, E] Paso Natural Gas Company, a
Delaware corporation, and for 1ts response to the Petition for
Review herein, states:

1. It admits the allegations of Paragraphs 1, 2, 3, 4, 5,
7 and 10.

2. It denies the general allegations of Paragraph 6 that
the Orders complained of are "unreascnable, unlawful, capricious
and arbitrary and were beyond the power of the Commission to
enter and were invalid”.

3. It denies the allegations of Paragraphs 6(a) through
6(j), including all legal conclusions set forth therein.

4. It admits that certain testimony referred to in
Paragraph 8 was excluded by the Commission, but states that such
testimony was properly excluded, as it was neither relative nor
material in Case No. 1327.

5. It deries the allegations of Paragraph 9 and specifically
denies that the Petitioner may, without limitgtion, introduce
evidence before the Court upon trial of this cause.

WHEREFCRE, Respondent prays the Court:

ey
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1. That the Petition for Review be dismissed.

2. That Orders Nos. R-10Y2-A and R-1092-C of the
Commisgsion be gffirmed.

3. That the Court enter such Urder, or further Orders,

a8 it may determine te be proper.

HARDIE, GRAMBLING, SIMS & GALATZAN
P. O. Box 153 ~« E1 Faso, Texas

BY: /s/ 4. L. Grambling

CUMAN & LBRACH
Hobbs, New Mexico

BY: _[/s/ Ray C. Cowan
Attorneys for Respondent,
El Paso Natural Gas Company

(Service of pleading
certified te.)

2 IED
Fg & 2
RETEE A
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AND, THEREAFTER, to-wit: On the 16th day of June 1858, there
was filed in the office of said Clerk, in said Cause No. 16,219,

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

RESPUNSE

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 0il 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.

PERMIAN BASIN PIPELINE COMPANY,
REspondent

By /8/ Robert W. Ward
Attorney for Respondent

Robert W. Ward
201 North Love
Lovington, New Mexico

Lawrence I. Shaw

F. Virson Roach

Patrick J. McCarthy
2223 Dodge Street
Umaha 1, Nebraska

Attorneys for Permian Basin Pipeline
Conpany, Respondent

(Service of pleading
certified to.)
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AND, THEREAFIER, to-~wit: Un 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:

Set Forth
in Vol. 1

Ingtrument Pate Filed Page
Motion for Pre-Trial Conference July 3, 1958 48
Minutes - Pre-Trial Conference Sept. 9, 1958 50
Petitioners' 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, 195% 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

R
A



276

Ingtrument

Requested Findings of Fact and
Conclusions of Law of Petitioners
Contimental Oil Company, et al

Decision of the Court

Judgment

tfotion for Allowance of Appesl

Order Allowing Appeal

Notice of Appeal

Certificate

Procf of Service

Motion for Allowance of Crosg-Appeal

Crder Granting Cross-Appeal

Notice of Allowance of Cross-Appeal

Stipulaticn '

Order

Praecipe

Point Relied Upon by Cross=-Appellant

Date Filed

Jan.
Feb.
Feb.
Mar.
Mar.
Mar.

Mar.

Ma'f » .
Mar. .

Mar. -

*x heFw ok

18,
17,
17,
14,
14,

14,

12,
12,

21,

1560
1960
1960
1960
1960
1960
1960
1960
1960
1960
1960
1960
1560
1960

1960

Set Forth
in Vol. I

Page

100
115
120
121
122
123
124
125
126
127
128
130
133

135
137
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AND, BE IT REMENBERED, That on the 13th day of May 1958,
there was filed in the office cof sald 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. 16,220 on the
Civil Docket of said Court, wherein HUNMBLE OIL & KEFINING
COMPANY i{s Petitioner (concerning the same Urders of and Case
before the 0Oil Conservation Commission of the State of New
Mexico as referred tc in Cause No. 16,213 hereinbefore set forth),

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

FETITION FUR REVIEW

Comes now Humble 011 & Refining Company and for its petition
for review of the action of the Uil Conservation Commission of
the State of New lMexico in the gbove styled and numbered case
and in the above Urders, alleges and states:

1. Petiticner is a corporation duly admitted to do
business in the State of New Mexico, and is the owner of natural
gas wells situate within the exterior boundaries of the Jalmat
Gas Pool located in Lea County, New Mexico.

2, Cn the 29tk day of January, 1958, the 0il Conservation
Commission of New Mexico entered its Urder No. R-10%2-A in Case
No. 1327, on the docket of said Commlission, changing the gas
proration formwula applicable to wells in the Jalmat Gas Pocl,

which formula had been promulgated by Order No. R-520 of the

ey
P & w
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011 Conservation Cormission entered in Case No. 673 on August
12, 1954. Petitioner was a rarty to Cause No. 1327 and was
affected by Order No. R-1092-4 entered therein., Petitioner
duly filed an Application for Rehearing directed tc said Order
No, R-1092~a4 and after rehearingz the i}l Conservation Commission,
on the 25th dav of April, 1958, promulgated its Urder No.
R=1052-C reaffirming and refusing to modify the provisions of
Order No. R=1092-A. Petitioner was aifected by and dissatlisfied
with the provisions of Order No. K-1062-C, and by this proceeding
seeks review as provided by law of Orders Nos. R-10%92~-A and
R-1092-C above referred to.

3. The Jalmat Gas Pool is located in Lea County, New
Mexico. After extended hearings, the New Mexico Gil Conservation
Cormission entered on August 12, 1954, its Urder No. R-520 in
Case No. 673, a copy of which said Urder No. R-520 1is marked
Exhibit "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 incorporated herein. Copes of sald order
are in the possession of all of the parties to this proceeding.
Said Order instituted gas prorationing in the Jalmat Gas Pocl
effective January 1, 1955. The Order provided for the method
of allocation of the allowable among the various wells in the
Jalmat Gas Pool, znd provided that such allocation should be

based 100% upon the acreage dedicated to the particular well.



&7 7

Saldcase was regularly advertised and heard, and gll 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 full and controlling force and effect
until the action of the New Mexico Of{l Conservation Commission
herein complained of.

4, Case No. 1327 came on to be heard before the Cil
Congervation Commission of New Mexico on October 18, 1957, upon
the application of Texas-Pacific Caol and 01l Company. A copy
of said application is attached hereto as Exhibit "B", After
hearings were held, the Commisgion on January 29, 1958, entered
Order No. R-1092-A, a copy of which 1s attached hereto as
Exhibit "C" gnd made a part herecf.

By the terms and provisions of Order No. R-1092-A, the
Commigsion denied the application insofar as it sought the
termination of prorationing in the Jalmat Gas Poocl In Lea County,
New Mexico, but it 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 forrmula of Z25% acreage and 75% acreage
times deliverability,

5. Petitioner timely filed its application for rehearing

before the 0il Conservation Commission of the State of New Mexico,
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a copy of which application is attached hereto as Exhibit "D"
and made a part hereof. The 0il Conservation Commigsion granted
a rehearing in accordance with the provisions of order No.
R-1092-B, a copy & which is attached hereto as Exhibit "E".
After rehearing, the 0il Conservation Commission entered Order
No. R=1092-C which found that the provisions of Urder WNo.
R-1092-A should remain in full force and effect. A copy of
salid Order No. R-10¢2-C is attached hereto as Exhibit “F" and
made & part hereof,
6. The formula set forth in Urder No., R-10%2-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 it 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 correlstive rights including
those of this petitioner. Petitioner will introduce evidernce
in support of the above allegations upon the trial of this cause.
7. Petitioner alleges that Urders Nos. R-10%2-A and
R-1092-C are unlawful and are contrary tothe preponderance of

the evidence and were beyond the power of the Commission to

ERE2ED
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enter and are invalid upon the following grounds, to-wit:

(a) The 0il Conservation Commigsion in its Finding
No. 5 in Order No. R-1092-A found a general correlation between
the deliverabilities of the gas wells in the Jalmat 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 all the evidence presented

at the original hearings and the rehearing in this case,

the Commigsion reaffirms its finding that Texas Pacific

Coal and Cil Company has proved by a preponderance of

the evidence that there is a general correlation between

the deliverabilities of the gas wells in the Jalmat Cas

Pool and the recoverable gas in place under the tracts

dedicated to said welis, and that the inclusion of a

deliverability factor in the proration formula for the

Jalmat Gas Pool would, therefcre, result in a more

equitable allocation of the gas production in sgaid pool

than under the present gas proration formula."

Petitioner alleges that sald finding of the Commission is
contrary to the preponderance of the evidence introduced before
the Commission and is invalid and void.

(b) The Order of the Commission is invalid in that
even though it be assumed that it was proved by a preponderance
by the evidence: "That there is a general correlation between
the deliverabilities of the gas wells in the Jalmat 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 liexico for modification of the pre~existing acreage formula

for allocationof gas produced from the Jalmat Gas Pool.

ot il
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(c) The Commission used as a basis for its decision
to include deliverability in the proration formula of the Jalmat
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. & of Urder No. R-1092-4
found, (1) that the inclusion of a delivergbility factor in the
Jalmat 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 in the Jalmat 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 Gas Pool
under the statutes of New Mexico. The consideration of such factors
rendered the decision of the Commission bagsed thereon invalid
and void.

(d) The uncontradicted evidence before the Commission
showed that inclusion of a deliveragbility factor in the
proration fornula would result in economic waste in that it
would require the expenditure of large sums of money by this
Petitioner and other operators in the Jalmat Gas Pool in efforts
to increase the deliverability of gas wells in the pool in order
to protect their correlative rights, slthough the ultimate
recovery from the various tracts would not be appreciably

increased thereby, and althcugh efforts to increase the
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deliverability of wells in the Jalmat Gas Pool could not
prevent the violaticn of correlative rights which would resuit
from the inclusion of a deliverability factor in the proration
formula.

(e) The uncontradicted evidence before the Conservation
Conmission 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.

(f) The evidence introduced before the Oil
Congervation Commission showed that the inclusion of a deliver-
ability factor in the proration formuls as crdered by Order
No. R~1092~A would result in irreparsble injury to the cor-
relative rights of Petitioner and would deprive Petitioner of
its property without due process of law in that it would pernit
the production bty offset operators of natural gas underlying
tracts owvned by Petitioner without affording compensating
counter-drainage from other adjoining tracts, and would prevent

Petitioner from producing the recoverable gas in place in the
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Jalmat Gas Pocl 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 0il Company was the applicant
in Cagse No. 1327, and El Faso Natural Gas Company, Permiagn Bagsin
Pipeline Company, and Southern Union Gas Company appeared in
said case in support of the appiication, and the above companies
together with the Oil Consexvation Commission of Nevaexico are
named as respondents in this Petitie# in accordance with the
statutes of New lMexico.

WHEREFORLE, Petitioner respectfuliy prays the Court as
authorized by Section 19(b) Chapter 168 of the Laws of the State
of New Mexico, 194Y, Section 65-3-22(b), N.M.S.A. 1953, that:

1. Kotice of this Petition for Review be served upon
respondents in the manner provided for the service of sunmons
in civil proceedings upon the adverse parties.

2. This petition be set for trial, and upon the hearing
thereof that this Court review the actlion of the 0il Conservation
Commission herein complained of.

3. This Court try this action de novc and determine the
issues of fact and law presented herein.

4, This Court enter its order vacating Orders Nos. R-1062-4
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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. C. Box 2180
fouston, Texas

_[/8/ Howard Bratton
HERVEY, DOW & HINKLE
F. C. Box 547
Roswell, New Mexico

Asttorneys for Fetitioner, Humble 0il
& Refining Company
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EXHIBITS

TC
HUMBLE OIL & REFINING CUMPANY
PETITION FOR REVIEW
OF ACTION UF THE (IL CUNSERVATION COMMISSION OF NEW MEXICO

See Page
Exhibitc Volume 1
A 15
B 16
c 21
n*
E 37
F 39

** *kw *k

(*For Exhitit 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 CF NEW

MEXICC FOR THE PURFPOSE OF

CONSIDERING:
CASE NC. 1327
Urder No. E-10%2-4

APFLICATION OF TEXas FPaACIFIC CUAL &

OIL COMPANY FOR AN ORDER IM-EDIATELY

TERMINATING GAS PRORATIONING IN THE

JALNMAT GAS 200L; OR IN THE ALTERNATIVE,

REVISING THE SPFECIAL RULES AND REGULATIORS

FCR THE JALMAT GAS PUCUL IN LEA CUUNTY,

NEW MEXICO.

APPLICATION FUR sLHRaRING

Comes now Humble Uil & Refining Company and requests a
rehearing in the above case with respect to the matters herein-
after referred tuv which were determined by Urder No. R-1092-a
of the New Mexico 011 Conservation Commission in connection
with the above styled case, and in support thereof respectfully

shows:

I.
Applicant owns and operates oil and gas leases and gas
wells within the Jalmagt Cas Fool in Lea County, New Mexico.
Applicant is affected by Order No. R-10%2-A, which was entered

by the Commission under date of January 29, 1958.

EXHIBIT "D®
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1I.

Order No. R-10%2-A contains two findings, Nos. 5 and 6,
which are the basis upon which Finding No. 7 as to deliverability
is made, and upon which said Order amends previous orders of the
Commission to include a deliverability factor in the proration
formula. Paragraph 2 of Order No. R-1092-A amends all orders
previocusly igsued by the Commission tc provide for an "acreage
factor" for allowable purposes. Farazrarh 3 of Order No.
R-1092-A provides that Order No. R-520 gs amended by Crder
No. R=%67 be revised effective July 1, 1958, to include a
deliverability factor in the gas proration formula of the Jalmat
Gas Pool. Said parazraph prcvides for the deliverability factoer

and sets forth how it shall be carried into effect.

I1I.

Applicant alleges that the Commission is without jurisdiction
or authority, and is estopped in equity and justice to entertain
the gpplication of Texas Facific Coal & Cil Company in regard
tc the above matters in (rder No. E-10%2-A, and that Texas
racific Cocal & Uil Company was estoppec to apply for an amendment
to the proration formula for the Jalmat Gas Fool, and that 1f
the Conmission does have jurisdicticn and there was no estoppel,
the said order, in regard to the above matters, 1is discrimina-
tory, erroneous, illegal and invalid, and a rehearing is re-

quested in respect to saic matters. In support thereof,

(Exhibit “D¥)
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Applicant states:

1. The application of Texas Pacific Coal & Cil “ompany
in case No. 1327, to the extent that it sought the inclusion
of a deliverability factor in the prcration formula of the
Jalmagt Gas Fool constituted g collateral attack upon OUrder
No. 520 in Case Nc. 573 of this Commission, entered on the
12th day of August 1934, and the Commission was without
jurisdiction to entertain sald application, and said application
cannot be made the basis of a valid order in Case No. 1327
ingofar as the changing of the basis fcr allocation of production
from the Jalmat Gas rool from a 10U% acreage basis tc include a
deliverability factor in the proration formula.

2. Uwrder Nu. R-520 entered by this Conmission in Case
Nc.673 constituted a final decision that the proration formula
for the Jalmat Gas Pool should be on a 10C% acreage basis. No
appeal was taken from the final decision of the Commission so
ordered, and the Commissiocn cammot now on the basis of the
application and record in this cause enter a valid order changing
the basis for the agllocation of production from the Jalmat Gas
Pool,

3., Texas Pacific Cogl & 011 Company, the applicant in
Case No. 1327, was & participant in Case No. 673, and in said
case supported the inclusion cf deliverability in the proration

formula, which request wss considered by the Commission and denied

(Exhibit “D")
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therein. No appeal was taken by Texas Pacific Coal & 0il
Company from the final decision of the Commission so ordered

and said company is now estopped to request a change in the
proration formula for the Jalmat Gas Pcol. On the basis of the
record in this case, the Commission is without authority to
revise, modify or change Urder Neo. R-520 to now provide that the
proration formula for the Jalmat Gas Pcol shall include a
deliverability facter.

4, Order No, R-1092-4A is invalid and discriminatory and
deprives the ocwners cf properties in the Jalmat Gas Pool of
thelr 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 Jalmat 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 Jalmat Gas FPool,

5. As a result of the aforesaid expenditures and other
actions by the owners in the Jalmat Gas Pool in good faith in
reliance upon the existing proration rules in Order No. R-520
the Conmission 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. Finding No. 5 in Order No., R-1092-A is:
"That the Applicant has proved that there is a general
correlation between the deliverabilitieg of the gas wells
in the Jalmat Gas Pool and the gas in place under the
tracts dedicated to said wells, and that the inclusion of
a deliverability factor in the preration formula for the
Jalmat 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 erroneocus and
invalid. 1In further support of the grounds here alleged, there
is attached heretc as Exhibit "AY a vertical bar graph depicting
the relationship between the recoverable zas in place under the
58 tracts which were the subject of testimony and exhibits
presented by this applicant and other operators before the
Commiggion on December 9, i957, 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
demongtrates the total absence of correlation between the
deliverabilities of gas wells in the Jalmat Gas Pool and gas in
place under the tracts dedicated tc said wells. If afforded an
oprortunity to dc s¢, appliicant will present further evidence
in this regard but asserts that on the evidence heard by the
Commission it is clearly shown that no such correlation exists,
and that therefore the entire Finding Ne. 5 is erroneous and

invalid.

7. Even though it is assumed that it has been proved as

(Exhibit "D")
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stated in Finding No. 5 fhat “there is a general correlagtion
between the deliveragbilities of the gas wells in the Jalmat

Gas Fool and the gas in place under the tracts dedicated to said
wells", said Finding provides no basis authorized by the sgtatutes
of New Mexico for modification of the formula prescribed by
Order No. K-520 for the proration of gas produced from the
Jalmat Gas Fooi.

8. The Commnission has used as & basis for its decision to
include deliverability in the proxation formula certain factors
which are not contemplated or permitted by the statutes of New
Mexico in the determination oi a proration formula for a gas
pooli. Finding No. 6 of said Urder No. R~-1092-A 1is:

"That the inclusion of a deliverability factor in the

proration formula for the Jalmat Gas Pool will result

in the production of a greater percentage of the pool

allowable, and that it will more nearly enable various

gas purchasers in the Jalmat Gas 'col 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 Jalmat Gas Pcol are old wells and the
condition of many of such wells is 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 in economic waste in

that it 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 tc protect its correlative rights, although the
ultimgte 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 Jalmat
Gas Pool cannot prevent the vioclation of correlative rights
which will result from the inclusion of a deliverability factor
in the proration formula.

11. Order No. R-1092-A is invalid in that the burden of
proof was upon the applicant in this case, by a preponderance
of the evidence, tc 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 Jalmat Gas Pocl, 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 its correlative rights
in that it permits drainage from under tracts in the Jalmat
Gas Pool owned by this applicant, which drainage is not equalized
by counter drainage. This deprives applicant of its property
without due process of law in violation of Amendment 14 of the
Congtitution of the United States and Article II, Section 18 of
the Constitution of the Staste of New lMexico.

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 amend the previous orders of the
Cormigsion to provide for the inclusion of a deliverability
factor in the allocation formula of the Jalmat Gas Pool subsequent
to July 1, 1958, and that after rehearing the Commission rescind
its order in the above respects, and retain the proration

formula establighed by CGrder No, R-520.

HUMBLE CIL & REFINING COMPANY

By _ /sf/ Howard C. Bratton
Hervey, Dow & Hinkle
P. O. Box 547
Roswell, New Mexico
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AND, THERE AFTER, to-wit: On the 1l2th day of June 193§,
there was filed in the office of gaid Clerk, in said Cause

No. 16,220, in words and figures as follow, to-wit: a

AESPONSE TO PETITION FOR REVIEW

Comes now Respondent, 01l Conservaticn Commission of New
Mexico, and for its response to the Petition for Review, stagtes:

1. It admits the allegations of Paragraphs 1, 2, 3, 4, 5,
8 and 9.

2, It denies the allegations of Paragraph 6 and it further
denies that the Petitioner wmay, without limitgtion, introduce
evidence before the Court.

3. It 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, It denies the allegations of Faragraphs 7(a) through
7(f), including all legal concluaions set forth therein.

WHEREFORE, Resgpondent prays the Court:

1. That the Petition for Review be dismissed.

2. That Urders No. R-10Y2-A and R-1092-C of the Commission
be affirmed.

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

it may determine to be proper.

- T, LR
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(Service of pleading
certified to.)

/s/ William J. Cooley

[/s/ Cliver E. Payne

Attorneys for Respondent, Uil
Congervation Commission of New
Mexico.
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AND, THEREAFTER, to-wit: Un the 13th day of June 1958, there

was filed in the cffice of said Clerk, in said Cause No. 16,220,

In words and figures as follow, teo-wit: a

RESPONSE

Comes now Respondent, Texas Pacific Coal and 041 Company,
pursuant to Rule 10{c) of the Rules of Civil Procedure, and
hereby adopts the Response herein filed on behalf of the il
Conservation Commission of New Mexico as its Regponse 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 19538,
there was filed in the office of said Clerk, in sald Cause

No. 16,220, in words and figures as follow, to-wit: a

RESPONSE TO FPETITION FUR 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 0il Conservation Commission of New
Mexico as its response, in the same manner and to the same extent

as though each paragraph therecf 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

Comes now Respondent, El1 Pasc Natural Gas Company, a
Delaware corporation, and for its response to the Petition for
Review herein, states:

1. It admits the gllegations of FParagraphs 1, 2, 3, &, 5,
8 and 9.

2. It denles the sgllegations of Faragraph 6 and it further
denies that the Fetitioner may, without limitation, introduce
evidence before the Court.

3. It denies the general allegations of Paragraph 7 that
the Orders complained of are "unreasonable, unlgwful, capricious
and arbitrary and are contrary to the evidence, and were beyond
the power of the Commission to enter and were invalid."

4, It denies the allegations of Yaragraphs 7(a) through
7(£f), including sll legal conclusions set forth therein.

WHEREFORE, Respondent prays the Court:

1. That the Petition for Review be dismissged.

2. That Orders Nos. R-1092-A and R~1092-C of the Commission
be affirmed.

3. That the Court enter such Urder, or further Orders, as
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it may determine toc be proper.

HARDIE, GRAMBLING, SIMS & GALATZAN
P. C. Box 153 ~ El Paso, Texas

BY: (s/ A. L. Grambling

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 saild Cause

No. 16,220, in words gnd figures as follow, to-wit: a

RESPONSE

Comes now Regpondent Fermian Basin Fipeline Coupany, and,
pursuant to Rule 10{(c) of the Rules of Civil Frocedure, herely
adopts the response herein filed on behalf of the Oil Conserva-
tion Commission of New Mexico as its response in the saune
manner and to the same extent as though each paragraph thereof
was herein fully sst out.

PERMIAN BASIN PIFELINE COMPANY
Respondent

By _/s/ Robert W. Ward

Robe-t W, Hard
201 North Love
Lovington, New Mexico

Lawrence I, Shaw

F. Vinson Roach
Patrick J. McCarthy
2223 Dodge Street
Omaha 1, Nebraska

Attorneys for Permiagn Basin
Pipeline Company, Regpondent

(Service of pleading
certified to.)
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AND, THEREAFTIER, to-wit: On the dates set forth below,
there was filed in the office of said Clerk, in said Cause
No. 16,220, instruments identical in words and figures to those

filed in Cause No. 16,213 as follow, to-wit:

Set forth
in Vol. I

Instrument Date Filed Page
Moticn for Pre~-Trial Conference July 3, 1958 48
Minuteg = Fre~Trial Conference Sept., 9, 1958 50
Petitioners! Offer of Proof Sept. 15, 1958 65
Statement of the Case Sept. 23, 1958 70
Petitioners! Supplemental uffer

of Proof Sept. 23, 1958 80
Motion June 12, 1959 82
Crder June 12, 1659 83
Stipulagtion June 26, 1959 85
Respondents! Offer oi Proof June 26, 1959 86
Requested Findings ol Fact and

Conclusions of Law Aug. 21, 1959 89
Motion Aug. 27, 1959 94
Order Aug. 27, 195% 95
Certificate Aug, 28, 1959 $6
Motion Aug. 31, 1959 97
Urder Aug. 31, 1959 98

Certificate Sept. 3, 1959 9%

f“lq
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Set Forth
in Vol. I

Ingtrument Date Filed Page
Requested Findings of Fact and

Conclusicns of Law of Petitioners

Continental 0il 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 122
Certificate Mar. 14, 1960 124
Proof of Service Maz. 22, 1960 125
Motion for Allowance of Cross-Appeal Mar. 23, 1960 126
Order Granting Cross-Appeal Mar. 25, 1960 127
Notice of Allowance of Cross-Appeal Mar. 28, 1560 128
Stipulation apr. 12, 1960 130
Order Apr. 12, 1960 133
Fraecipe Apr. 12, 1960 135
Point Relied Upon by Cross-Appellant Apr. 21, 1960 137
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