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IL CONSERVATION COMMISSION 
Santa Fit, New Mexico 
March 17* 1955 

IN THi M A T T : I I O F I 

Rehearing in these cases were continued ) 
from February 17, 1955» ap®« th# motion of| 
the applicants for rehearing? Saul A. 
lager, Marian Yager, M. E. Gimp, I»»orris 
Mizel and wife, Flora Mizel, and Saa Misa] 
The cases aa originally heard involved the] 
application of El Paso Natural Gas Qeapa&y] 
for compulsory eoramunltteatIon for Mesa­
verde production of certain tracts in San 
Juan County, New Mexico* 

Gases 706 through 
712, In c l . 

Continued. 

BBFOREj 

Honorable John ?. Simms 
Mr* 3. S* (Johnny) Walker 
Hr. William B. Macey 

TRANSCRIPT OF HEARING 

i-Ui, MACEYJ The next case on the docket Is Case. 706 through 

712, inclusive, for rehearing in those matters. 

ME. CAMPBELLl Jack M» Campbell, and John F. Russell, 

Roswell, New Mexico, representing the applicant in the rehearing* 

MR. HOWELL. Ben R. Howell, El Paso, Texas, representing 

El Paso Natural Gas Company, We desire to introduce some additional 

testimony, and I take i t that the entire record on th© original 

hearing is to be considered in the mot lea for rehearing. 

ME. MACSYs I t is part of the case. 

MR. HOWELLI I t is part of the case, and there i s no need 

to introduce any particular portions fcf that record, that the entire 
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record Is before the Commission. I don't know whether ths apeli-

east or we should proceed with the testimony, we are ready te put 

on our testimony at any time, whichever should go first under your 

practice. 

ME* CAMPBELL; If the Commission please, we do not intend 

te offer any additional evidence unless the testimony er evidence 

offered by £1 Paso Natural Gas Company would call for any rebuttal 

The application for rehearing and *vhe ease itself lt seems to us 

are primarily legal propositions. I thought that it would be well 

to review very briefly for the Commission* s benefit, the circum-

stances up to this point and to explain to the Commission our 

position in the matter and to ask the Commission for a relief unde 

the application for rehearing, or motion for rehearing, ask them i 

the relief that we seek by way of a revised order. Then i f Mr. 

.Howell has additional testimony* of course* or evidence, why we 

will go ahead with that. 

If tha Commission please, this involves seven eases, Nos. 

706 through 712, before the Commission. The original application! 

which were filed by £1 Paso Natural Cas Company in the cases, 

after setting out the circumstances, the facts, requested that we 

be required by the Commiesion, in each of these seven cases, to 

execute a communitization agreement or pooling agreement on forms 

which were attached to the application, and the facts in each of 

the seven cases are essentially the same* There are minor 

variations which involve legal questions, but basically the 

question involved is whether the compulsory pooling orders, if on< 

is required, can be made retroactive to a date prior to its entry, 

And the second question involved, in view of the Commission1$ 

• 

r 

or 

orders in these cases, iswhethej* or net 
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pooling ia accomplished merely fey the approval by the Commission, Of 

a noti co of intention to d r i l l on a d r i l l i n g unit which has been 

Created by an order of the Commission. 

These properties which are owned, the minerals of which are 

owned in fee by Mr. Yager and others, are situated in San Juan Basin 

they are situated in th© Blanco Gas Pool, as designated by the 

Commission in i t s Order So. R-110, dated November 9, 1951. 

In that Order, which was the basis for the establishment of 

these d r i l l i n g units of 320 acres each, the Commission provided 

after -» and this was entered after notice and hearing. "No wells 

shall bo drilled or completed, or recompleted, and no notice of 

intention to d r i l l , or d r i l l i n g permit shall be approved unlessJ 

fa) Such well be located on a designated d r i l l i n g unit, of 

not less than 320 acres of land, more or less, according to the 

legal subdivision of th© United States Land Surveys, i n which unit 

a l l the interests, a l l the interests are consolidated by pooling 

agreement or otherwise, and on which no other well is completed or 

approved for completion in the pool, 

Such d r i l l i n g unit shall be in the shape of a rectangle, 

except for normal variations in legal subdivisions of the United 

States Land Surveys, the north half, south half, east half or west 

half of each section ©f land constituting a d r i l l i n g unit. * 

Now, at the time this order was entered, and since September ][, 

194$» which is the date of a l l of these seven leases, these lands 

of Yager and others were situated within the boundaries of this 

designated gas pool, they were parts of 320 acre units* Sometime 

the early part of 1954—bear in mind, that these leases expired, 

th« primary barm, September 1, 1953. unless there was Production 
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under the leases. Some time in the earl? part of January, of thia 

year. £1 Paso Natural Gas Company contacted Yager and others te 

determine whether they would enter into a communitization agreement 

communitigation of these seven pieces, these tracts that they ewnec 

within these 320 acre units. Negotiations, as the transcript will 

indicate, went on for some time* The net result was that at the 

expiration date of the lease, leases, no pooling agreement had beei> 

entered into by Yager and others, pooling their interest with thos< 

ef ether mineral owners and other working interest owners in these 

various units. 

However, prior to the expiration date of these leases, which 

wa* September 1, 1953, &1 Paso Natural Cas Company, in each of 

these cases, filed with the Commission a notice of intention to 

drill on tracts, 320-acre tracts designated by them and purported 

to dedicate the lands of lager and others to these drilling units. 

11 Paso Natural Gas Company, under this order, designated whether 

It would be the east half, nest half, north half or south half. 

In all but two of the cases the Commission approved the notice of 

intention to drill, despite the fact tnat the Yager interest had 

not been pooled, voluntarily or otherwise, as required, we contend 

by Order E-UO, El Paso went ahead and started drilling wells on 

these units. In two of the cases the Commission did not even 

approve the notice of intention to drill, but it was approved by 

the United States Geological Survey, a Federal Agency. That, of 

course, is another legal question which of course there is no 

particular point in arguing here, the question of the validity of 

the notice of intention to drill by anyone other than the state or 

Sensoryation Coram 1 anion. 
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In any event, the £1 Paso Natural Gas Company proceeded to 

d r i l l these wells on these units designated by them, without any 
and without any compulsory pooling agreement 

voluntary pooling agreement,/or compulsory pooling order from this 

Commission, Some eight months after the wells were completed, SI 

Paso Natural Gas Company came before the Commission and by these 

applications, to which I have referred, requested the Commission 

at that date to order Yager to enter into compulsory pooling agree­

ments with them, communitization agreements as they are called in 

the application, and Yager came before this Commission on hearings. 

And, the facts essentially, I think, as I have stated them, were , 

brought out before the Commission. Briefs were submitted by me and 

by Mr. Howell, stating our position in connection with the matter. 

Our position was then, and i s now, this: 

This Commission has the power, under Section 13-B of the 

Statute, to enter a compulsory pooling order. So far as we are 

concerned, there is no doubt in our minds as to that. We do not 

believe that the Commission has the power under the Statute to ente 

a retroactive compulsory pooling order, dating back to a date prior 

to the time of the entry of the order, we so contended in our brief 

Mr. Howell contended, on the other hand, that the pooling 

was effected at the time the notice of intention to d r i l l was ap­

proved, and that therefore the Commission should enter its compulso 

pooling order of this time, effective as of that prior date. 

The Commission, after consideration of the briefs to which I 

refer you in this rehearing, after consideration of the briefs, the 

Commission entered an order in each of these cases, each of the 

orders being essentially the same, in which they neither granted no 

• 

ry 

r 

denied the appl i cat ion for compulsory pooling. They simply set ox>\ 
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the fact, or findings of fact, which are eeaentlally correct as 

to tho dates on which the notice of intention to dr i l l was filed 

and approved and so forth, and then stated that i t was ordered tha 

the Commission recognised the pooling as having been effected at 

the time the notice of intention to dr i l l was approved by the prop 

agency, the Commission or the United States Geological Survey* 

fhe net effect of that order, in our opinion, i s simply that 

whenever the Commission enters a spacing order in any ease, oi l or 

gaa, that a l l the owner or operator haa to do to pool the royalty 

interests under those tracts le to f i l e with the Commission, withe 

notice to the royalty owners or hearing by the royalty owners, his 

noticeof intention to d r i l l , get i t approved, start his well and 

he has completed the pooling of the royalty interest under that 

tract* 

I t i s our position in this rehearing that such a condition 

completely deprives the royalty owner of his right of hearing 

and we contend that there are many instances in which the royalty 

owner has a vital and proper interest in the establishment of the 

drilling units* For instance, tale Order E*110 does not require 

that the units be in the east half, or the west half, or the north 

half or the south half* It i« left up to the discretion of the 

owners or the interest owners under the tracts. 

Now certainly you can conceive situations in which an owner 

or operator might have an advantage as to lease expirations, 

royalty burdens, overriding royalty burdens and so forth, of 

drilling his well, say in the northwest quarter of a section and 

it then i s left to his discretion whether he uses the northeast 

qmrtA1* or the southwest quarter as the other l60-<aere tract 

tr 

nt 
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with that unit, and ths royalty owner could have, in many Instances 

a vital interest in which unit was used by the owner as his drillin 

unit? and i t is our position that the royalty owner is entitled to 

notice and hearing before the drilling units are established! and 

that his interest is definitely effected by the manner in which the 

drilling units are formed. And, that to say, as the Commission has 

said in this order, that a l l that is necessary to pool the royalty 

owners interest, is the approval of a notice of intention to drill, 

simply makes meaningless pooling clauses in leases, voluntary 

pooling agreements of any kind. 

It would appear to us that you are leaving the royalty owner 

completely at the mercy of the operator insofar as these units 

are concerned, and in the creation and designation of these units, 

and we do not think that that is a proper way to proceed, and we 

think that that is actually depriving the royalty interests of 

their property without due process of law. 

Wow, that basically is the present situation. Now, on this 

rehearing, we are requesting the Commission to do what we requested 

them to do at the time that we submitted our briefs in the original 

cases* We believe the Commission has the power to compulsory 

pool, acreage under Section 13-B of the present stature. And, we 

believe that our interests should be pooled. As a matter of fact, 

as owners of the small tracts within these larger units, we believ« 

we are the ones who are contemplated by the Statutes to come before 

the Commission and seek relief because i t would be uneconomical 

for us to dril l on 40-acre tracts, obviously, for gas. 

The SI Paso Natural Gas Company, the owner of the entire work-

* 

If 

se 

~ing Interest certainly dues not stanu w xose anyvning i i on is ie • 
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peeled or not, since they are getting a l l of the working interest 

production, including ours at this time. 

We want the Commission to enter a compulsory pooling order, noi 

upon the terms attached to the application, but upon the terms 

established by the Commission as fair and proper, pooling our inter 

whatever it may be, as of the time of the entry of the order. 

Now, I am sure i t is obvious to the Commission that i t is 

important to us, and important to 11 Paso Natural Gas Company, whetl 

this order is effective as of now, or as of a date prior to the tim< 

the expiration of our leases on September 1, 1953* The SI Paso 

Natural Gas Company started working on these leases in the last 

six months of their primary term, and a l l ef this took place very 

close to the expiration date of the leases. 

As a matter of fact, in three of the cases, the wells were 

spudded in either on August 30th or August 31st, and the leases 

expired at midnight on August 3l»t. So, you can see, that while 

it is not a matter, that the question of the expiration of the 

lease is not a matter for this Commission to determine. The nature 

of the orders that the Commission enters in these cases ls of 

extreme importance with reference to future litigation as to the 

expiration of the leases, the status of the leases,and naturally 

El Paso Natural Gas Company wants these orders entered as of the 

date of the approval of the notice of the intention of drilling, 

or the date of the commencement of the well. We believe they shoul 

not be entered until such time^ and effective until such date as 

the Commission actually enters the order. 

So, in this rehearing we are requesting the Commission to 

> 

SSt 

ler 

>. 

i 

reconsider its position in wnifn, Iii our opinion,—rt—has taken no 
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action on the applications* 

As a matter of fact, there won't be any reason for the appli­

cations* I f the approach the Cosmiasion i s taking i s correct beeauw 

under their approach the pooling was completed automatically by thi 

approval of the notice of intention to dr i l l and there would be no 

reason for the application by 11 Paso Natural Gas Company for 

compulsory pooling orders under those circumstances* And we feel 

that there simply hasn't been anything entered here but a declar­

ation by the Commission of what they believe the effect of the 

statutes and rules and regulations may be* They have made a legal 

conclusion but in our opinion they have entered no order in 

conformance with the applications in these, cases and we ask the 

Commission to enter a compulsory pooling order ae of the date of 

the entry of the orders, pooling a l l of the interests, royalty and 

working interests under the 320-acre units, which have been desig­

nate*! as drilling units by the E l Paso Natural Gas Company. 

I believe that generally states our position. As I say, ther 

are a number of variations in some of these eases* For instance, 

there are three of the cases in which the wells were actually 

commenced on other acreage within the drilling unit, that i s , not 

on our tracts. So we have the legal question of whether, until a 

compulsory pooling order i s entered, we are entitled to royalty, 

at least on a l l the production from the unit on which the well waa 

drilled on our tracts. That of course i s another legal question* 

there are some of the leases that are confined entirely to the 32C 

acre unit si there are other leases which have some acreage 

within the unit and some acreage without the unit} 

mnA + hrit*ft 4ft tl.htfl flrtdi_fc 

t 

1 

— 
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legal question upon what the effect aay be upon the acreage that if 

not included in the unit to which the acreage is dedicated. Those 

are legal questions which will eventually have to be determined by 

the Court, but we believe the Commission, in ins proper exercise oi 

its duties under the law, should enter its orders, compulsorily 

pooling in each of the cases, whatever interest w® may have. And, 

I don»t think it is necessary and proper for the Commission to 

designate what that interest i s , but the date upon which that 

compulsory pooling order becomes effective, or on which the poolini 

becomes effective. 

If the Commission goes along with its present position, of 

course, will have a material bearing on whether or not the leases 

expired, and whether or not we are the owners of eight-eighths, or 

whether we are the owner of one-eighth, or whether a one-eighth 

interest is pooled, or whether an eight-eighths interest is pooled, 

X believe that basically is the position that we take in the 

matter. 

MR. HOWELLi If i t please the Commission, our position in 

the matter is that the orders which were entered by the Commission 

were proper orders. We are basing ©ur position upon certain pertic 

of the Statute, upon the orders entered by the Commission, and upor 

the practice and custom that has been followed In administering thi 

Statute. Ws are basing the contention on the definition of owner, 

which is contained in the Statute in Section 26-S. Owner means th« 

person who has the right to d r i l l into and produce from any pool, 

and to appropriate the production, either for himself or for him­

self and another. That certainly means, not; the royalty owner, 

ns 

: 

; 

not the lessor or a lease sol en is IA existence, but the lessee* 
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-

fhe only person under an oil and gaa lease who has the power 

to drill, and under any lease, regardless of whether it be a large 

lease or a small lease, when the land owner has executed that lease 

he has placed in the lessee the right to determine where to locate 

his well, the right within the rules prescribed under the police 

power& conserving oil and gas, the right to determine how many 

wells to drill, when to drill them, as long as the lease is con­

tinued by production during its primary term or a well completed 

prior to the expiration ef a primary term in a commencement lease* 

How the statute which authorises the pooling is found ln 

Section 13«C, the provisions of the statute, the pooling of proper­

ties or parts thereof, shall be permitted and if not agreed upon 

may ba required in any case, when and to the extent that the small-

netss or shape of a separately owned tract would, under the enforce­

ment of a uniform spacing plan er proration unit otherwise deprivea 

or tends to deprive the owner of such tract to recover his just 

and equitable share of the crude petroleum, or natural gas, or both 

in the poolf provided, that the owner of any tract that is smaller 

than the drilling unit established for the field, shall not be 

deprived of the right to drill on and produce from such tract, if 

same can be done without waste* But in such case the allowable 

production from such tract is compared with the allowable productic 

therefrom, i f such tract were a full unit, shall be in ratio of thi 

area of the tract to the area of a full unit* 411 orders requirinj 

such pooling shall be upon terms and conditions that are just and 

reasonable, and will afford to the owner of each tract in ths pool 

the opportunity to recover, or receive his just and equitable shar 

n 

e 
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as approved, provided, so far as aay be practicably recovered 

without waste. And in the event such pooling i s required the 

costs of development and operation of the pool unit shall be 

Halted to the lowest actual expenditures required for such purpoe 

including a reasonable charge for supervision. And in case of 

any dispute as to such costs, the Commission shall determine the 

proper costs. 

Mow our contention i s tha* the pooling refers to the lessees, 

the owner, as defined by the statute, the person having the right 

toenter upon the land to dr i l l and to appropriate the production 

for himself, or for another. I f i t applied to the royalty owner, 

there would be no need whatsoever for the last sentence in thie 

sectloa of the statute, because the royalty owner i s not interests 

in the costs of drilling, or the costs of operation. His royalty 

cemee to him froa the statutory owners, those persons having the 

right to d r i l l , who among themselves shall share the costs* 

The undisputed testimony in these cases i s that the owners 

did voluntarily agree among themselves for the communitization or 

pooling and having selected a tract upon which to dr i l l a well and 

having drilled a well, i t i s our position that the pooling under 

the statute was accomplished when the state gave i t s approval for 

the drilling of that well* 

Since the applicant has very frankly stated that this i s but 

a way station to the court house, we would like an opportunity to 

make the record more clear so that l t would not be necessary for I 

court to look into the f i les of the Commissioa. In the prior 

hearing many matters that are in the Coa«ission f s f i les were not 

introduced in the record* And we do desire to supplement our 

> • 

i 
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feraer tsjiiLlinonj la many Instances, by Introducing the actual A 

If you have no objection we shall proceed with our testimony, 

MR. I1AC2Y: Okay, Mr. Howell. 

MR. HOWSLLt Would you take the stand please, Mr. Coel? 

Is i t necessary to swear Mr* Coel, he having been sworn before in 

this case? 

MR. MACEYi All witnesses stand and be sworn* 

(Witnesses sworn by Mr* Walker*) 

EDWARD JOHN C O E L . 
called as a witness, having been first duly sworn, testified as 
followsi 

PWCT EXWATION 

By MR. HOWSLLt 

Q Will you state your name for the record? 

A Edward John Coel. 

Q Are you the same Edward John Coel who testified in the 

original hearing of these cases? 

A Yes, s i r . 

MR. HOWELL: As El Paso Natural Gas Company's ExhibiJ^anc 

I suggest that al l exhibits on rehearing be designated with the 

Exhibit R-l, we wish to introduce the Order No. R-110 adopted by 

the Commission. 

{Marked £1 Paso Natural Gas Company's 
Exhibit Ho. R-l, for identification. 

Q Briefly state your position with El Paso Natural Gas Company* 

A Senior petroleum engineer, Farmington, New Mexico. 

Q And were the wells drilled on the tracts of land Involved 

in this hearing, drilled generally under your supervision? 

A Yes, s i r . 

13 
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-

Q Referring to the lager Pool unit No* 2, which ia involved 

in Oaee 706, I will ask i f you have a copy of the original notice 

ef intention to d r i l l which was filed in this case? 

A les, sir* 

Q Will you state to the Cosmission the depth to which that 

application shows you intended to drill? 

A The total depth of 2,282 feet* 

Q Now, to what formation would that be? 

A Through the Pictured Cliffs formation. 

MR. HOWELL: Would yen mark the notice of intention to 

dr i l l as Exhibit R-2 with a ?06 in parenthesis? 

(Marked SI Paso Natural Gas Company's 
Exhibit R-2 (706), for identification. 

A 1 have i t , sir. 

Q And, will you show the original order to the Commission? 

MR. HOWELL: If the Commission please, we have prepared 

photostats of each of these orders, and we would like to leave the 

photostats and retain the original orders in each instance. 

MR. CAMPBSLLt D© you have an extra photostatic copy? 

A I have some extras. 

MR. HOWELL: We can see that you are furnished with one of 

every one, a copy of each one* We may not have enough at the prese 

time. 

MR. CAMPBELLS That is a l l right. 

MR. HOWELLX We offer then the Exhibit R-2 (706) which 

Is the notice of intention to dri l l * 

Q Now, what was the result of drilling that particular well, 

Mr- Hofil? 

nt 
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A Th© well was found to be dry in the Pictured Cliffs forma­

tion, sir. 

Q At what date was the well determined to be dry? 

A On May 26, 1953* 

Q Now, was any notice given to the Oil Conservation Commissi* 

©f that determination by the operator? 

A Yes, si r . 

Q What was filed? 

A A notice of completing the well in the Pictured Cliffs 

Formation* 

u Do you have the original notice there? 

A Yes, sir. 

Ha HOWELL? Will you mark the photostatic copy as Exhibit R-3 

vith the 706 in parenthesis, and hand i t to the Commission? 

(Marked SI Paso Natural Cas Company's 
Sxblbit No. R~3 (706) for identificatio 

Q At a subsequent date, did you determine to dr i l l the well 

j© a greater depth? 

A Yes, sir, we filed with the Commission a notice of inten-

;lon to change plans, received by the Commission on May 2£, 1953, 

;© d r i l l the well to the Mesaverde Formation and complete i t in the 

Cesaverde Formation. 

Q Do you have that notice of change? 

A Yes, s i r . 

Q You have a photostatic copy? 

A Yos, sir. 

Q Will you mark the photostatic copy Exhibit R~4 (706)? 

n 

n.) 

r -A xeS, sir. 
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-

(Marked 11 Pas© Natural Gaa Company9 s 
Exhibit No. R«4 (706) for identificatlea,) 

Q Now after filing that notleo did you rooelve any communi-

cation from tho Commission? 

k Tes, sir, wo did. The notice waa stipulated that on the 

basis that the original well had been drillad in the northwest 

quarter of the northwest quarter of Section 6, Township 30 north, 

Eange 11 west, had been dedicated to the Pictured Cliff well, we 

desire to dedicate the west half which would conform with the 

regulation of 320 acres, approximately for Mesaverde Formation 

well and to drill the well deep, to deepen this well in the north­

west quarter. This did not conform with the regulation that wells 

should be located ln the northeast or southwest quarters of a giver 

section. Therefore, the Commission required as an unorthodox 

location that we present waivers froa all the offset operators of 

this well and i f there were any objections then a hearing would be 

called in order to establish an unorthodox location. We wrote the 

waivers, sent them out and received them back approved and forward* 

them on to the Commission and from there on we received a letter 

from them thereby granting approval of the unorthodox location. 

Q Do you have the original letter here, Mr. Coel? 

A No, sir, I don't have the original. X de have a copy. 

Q Do you have a photostat of the signed copy which was 

received? 

A Tes, sir, I do. 

Q Have you been able to locate that original letter? 

A les, sir, it is in my files. We just neglected to have lt 

here with us. 

d 
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MR. HOMLLi Would you mark that Exhibit H-5 (706) and 

hand that photostat to ths Commission? 

(Marked El Paso Natural Gas Company's 
Exhibit a»5 (706) for identification* 

Q Did you f i l e a completion report with the Commission upon 

the completion of this well? 

A Tes, s i r . 

Q When was the well completed in the Mesaverde Formation? 

A Drilling was completed on September 19, 1953, and the 

well was actually completed on September 20, 1953• 

Q Was that in the Mesaverde Formation? 

A les, s i r . 

Q Now, was there any other well drilled to the Mesaverde 

Formation on the west half of that Section 6? 

A No, s i r . 

Q Referring now to the well described as th© Yager Pool Unit 

NO. 1 — 

A You want me to turn that exhibit i n , sir? 

MR. HOWELL: Oh, yes* Would you mark the completion repoi 

R-6 (706)? 

(Marked 11 Paso Natural Cas Company 
Exhibit R-6 (706) for identifica­
tion. ) 

Q Referring now to the well designated as the Yager Pool 

Unit No. 1, which is drilled on the south half of Section 31, 

Township 31 North, Range 11 West, and i s the well involved in 

Case 707, I w i l l ask you i f you have an original of the notice of 

intention to d r i l l i n that case? 

) 

t 

•*s 

A xes, s i r * : - — — • 
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Q Do you have a photostatic copy? 

A les, s i r . 

MR. HOWELL: Will you mark your photostatic copy as Sxhibi 

R-7 with the 70? in parenthesis, and hand that to the Commission? 

(Marked El Paso Natural Gas Company1 

Exhibit R-7 (707), for identlficati 

Q Did you f i l e a well record when that well was completed 

in the Mesaverde Formation? 

A Yes, s i r . 
of the 

Q Do you have a copy as well as the original/well record? 

A Yes, s i r . 

MR.HOWELL: Will you mark the copy Exhibit R-£ with 707 

in parenthesis? 

A Yes, s i r . 
(Marked 31 Paso Natural Gas Company's 
Exhibit R-6 (707, for identification 

Q And hand that into the Commission. What was the date of 

completion of that well? 

A Drilling was completed on March 17, 1953, and the well waa 

actually completed March 25, 1953* 

Q Was any other well drilled in the south half of Section 

31, Township 31 North, Range 11 West? 

A No, s i r . 

Q Passing now to Case 708, do you have the original and a 

photostatic copy of the notice of intention to d r i l l in that case? 

A Yes, s i r , I do. 

Q Does that involve the well known as the Neal No. 3 Well, 

located on the west half of Section 15, Township 31 North, Range 

t 

s 

on.) 

. ) 

11 West? 
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A Yes, sir. 

(Marked El Paso Natural Gas Company * i 
Exhibit R-9 (708) for identificatior.) 

Q Will you hand to the Commission the copy of this notice 

of intention to d r i l l marked as Exhibit R-9 with 708 in parentheaii ? 

A Yes, s i r . 

Q Now, do you have a copy of the completion record on this 

well? 

A I do s i r . 

MR. HOWELL: Will you mark a copy as Exhibit R-10 with 

708 in parenthesis? And, then hand i t to the Commission. 

(Marked El Paso Natural Gas Company's 
Exhibit R-10 (708) for identificatior.) 

Q What was the date of the completion of the Neal No. 3? 

A Drilling was completed on August 20, 1953 and the well 

actually completed August 22, 1953* 

Q Was that completed in the Mesaverde Formation? 

A Yes, sir, i t was. 

Q Was any other well completed on the west half of that 

section? 

A No other Mesaverde one, no, sir. 

Q Referring now to the east half of Section 27, Township 31 

North, Range 11 West, which is the tract involved in Case No. 709, 

and as the well described as the Callaway Pool Unit No. 1, do you 

have a copy of the notice of Intention to d r i l l in that case? 

A Yes, sir, I do. 

MR. HOWSLL: Will you mark the copy as Exhibit R-ll 709 

in parenthesis and hand it to the Commission? 

(Marked SI Paso Natural Gas Company's 
Exhibit No. R-ll (?09)for identifies tim) 
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Q Do you have the original and a copy of the well record 

in that case? 

A Yes, sir, I do. 

Q will you similarly mark a copy as Exhibit R-12 709 in 

parenthesis and hand it to the Commission? 

A Yes, sir. 

(Marked El Paso natural Gas Company1s 
Exhibit Mo. R-12 (709)for identlficttfen) 

Q What was the date of completion of that well? 

A Drilling was completed on August 20, 1953 — Excuse me, 

strike that out — I have the wrong case here. Drilling was com­

pleted on July 29, 1953. 

Q And the well completed on what date? 

A The well was completed on July 30th. 

Q Was that completed ln the Mesaverde Formation? 

A Yes, sir, i t was. 

Q Was there any other well In the east half of Section 27 

that was completed in the Mesaverde? 

A No, s i r . 

Q Referring now to the east half of Section 8, Township 31 

North, Range 10 West, which is the tract involved in Case No. 710, 

and is the Marcotte Pool unit No. 1 Well, do you have an original 

and copy of the notice of intention to dr i l l in that Case? 

A Yes, sir, I do. 

MR. HOWELL: Will you mark the copy Exhibit R-13 (710) 

and hand it to the Commission? 

(Marked El Paso Natural Gas Company's 
Exhibit R-13 (710), for identification.) 

Q You also have a copy of ths well record showing the com-
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plotion? 

A Yes, sir, I do. 

MR. HOWELLI Will you mark a copy as Exhibit R-14 (710) 

and hand i t to the Commission? 

(Marked El Paso Natural Gas Company's 
Exhibit S-14 (710) for identification. 

Q Now, what was the date of completion on the Marcotte Pool 

Unit No. 1? 

A Drilling was finished on October 11th, 1953, sir, lt was 

completed on October 13, 1953• 

Q Is that October? 

A I am sorry — I have i t here as October, s i r . 

MR, CAMPBELL2 What case are we on now? 

MR. HOWELL: 710. 

Q Your records show that i t was completed October 13, 1953? 

A Yes, sir. 

Q Was that in the Mesaverde Formation? 

A Yes, si r . 

Q Was there any other Mesaverde well on the east half of 

that Section 8? 

A No, sir. 

Q Now, as to these five wells which have been covered by 

your testimony so far, what was the nature of the tract of land updn 

which each of these wells was drilled, as to the ownership? Was it 

Federal or State or Fee land? 

A Upon which the well was actually drilled, sir, i t was a l l 

State or Fee land. 

Q Now then, as to lands that are Federal lands, covered by 
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Federal oil and gas leases* what are the requirements for drilling? 

A That we submit an intention to dr i l l to the United Statea 

Geological Survey whose district office we were closest to. 

Q And is there any other requirements prior to drilling a 

well when the well is located on Federal lands? 

A No, sir, other than approval from United States Geological 

Survey. 

Q All right. Referring now to the east half of Section 8, 

Township 31 North, Range 11 West which is the tract involved in — 

May I change that? That is erroneous. Referring now to the west 

half of Section 32, Township 31 North, Range 11 West, which is 

the tract involved in Case Ho. 711, do you have an original and 

copy of the form which was filed showing your intention to drill 

ln that case? 

A Yes,sir, I do. 

MR. HOWELL: Will you mark the copy as Exhibit R-l5 (711) 

and hand to the Commission? 

(Marked El Paso Natural Gaa Company's 
Exhibit R-l 5 (711) for identification 

Q Does that exhibit R-15 represent the form which you are 

required to f i l l out in order to d r i l l a well on Federal land? 

A Yes, sir, i t does* 

Q Was this Heaton No. 3 Well located on Federal land? 

A Yes, sir, i t was. 

Q Now, following the filing of the notice of intention to 

dr i l l , did you receive a letter from the United States Geological 

Survey? 

A Y*B sir I 4"H. 

. ) 
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Q Do you have a copy of tha letter? 

A Yea, sir, I do. 

Q Will you mark the photostatic copy as Exhibit R-16 (711) 

and hand to the Commission? 

A Yes, s i r . 

(Marked El Paso natural Gas Compan 
Exhibit No. R-16 (711) for identl 
fication.) 

>s 

Q What was the tract of land described in the original 

notice of intention to drill? 

A The south half of Section 32, s i r . 

Q Was that an error? 

A Yes, sir, i t was an error. 

Q Did you, by subsequent notice, change the designation of 

the tract? 

A Yes, sir, on an intention to change plans, sent to the 

United States Geological Survey, and subsequently approved by them, 

we dedicated the west half of Section 32 to the well instead of the 

south half. 

Q Do you have a copy of the notice and change of designation!? 

A Yes, sir, I do. 

Q With the approved stamp on it? 

A Yes, sir. 

MR. HOWELLi ; Will you mark that as Exhibit R-17 (711) and 

hand to the Commission? 

(Marked El Paso Natural Gas Company »|B 
I Exhibit R-17 (711) for Identification 

Q Do you have a well record of the Heaton Ho. 3? 

A Yes, s i r . j 
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Q Will you mark a copy as Exhibit R-18 (711) and hand to tho 

Commission? 

A Yes, sir. 

(Harked IX Paso Natural Gas Company's 
Exhibit R*18~(7H), for identification 

Q When was the Heaton No. 3 Well completed? 

A Drilling was finished on April 25, 1953 and completion 

effected April 28, 1953* 

Q Was that completed in the Mesaverde Formation? 

A It was. 

Q Was there any other well located on the west half of that 

Section 32? 

A No, sir. 

Q Referring now to the east half of Seetion 3 in Township 

30 North, Range 10 West, which is the tract involved in Case No. 

712, and is the Koch Pool Unit No. 1 Well, do you have an original 

md copy of the notice of intention to drill? 

A I have a copy of each, sir. I do not have the original. 

Q Will you mark your copy as Exhibit R-19 (712) and hand to 

;he Commission? 

A les, sir. 

(Marked El Paso Natural Gas Company's 
Exhibit R-19 (712) for identification 

Q Now, in this particular instance, do you know whether the 

•ecord title to this tract was s t i l l in Delhi Oil Corporation? 

A Yes, sir, i t was, and for that reason the intention to 

dril l was, was submitted in the name of Delhi Oil Corporation* 

71th their permission I signed i t , signing the superintendent's 
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name to i t , air, by his permission* 

Q Was this Koch Pool Unit No* 1 Well located on Federal land|? 

A Yes, sir, i t was* 

Q Did you, or did a letter addressed to Delhi come in at a 

later date, a copy to you? 

A Yes, sir* 

Q Do you have a photostat of the copy which was received 

by you? 

A Yes, sir, 

Q Will you mark that as Exhibit R»2G (712) and hand i t to 

the Commission? 

A Yes, s i r . 

(Marked Si Paso Natural Gas Company's 
Exhibit R-2G (712) for identification!.) 

Q Do you hare the well log or well record of the Koch Pool 

Unit No. 1 Well? 

A Yes, sir, I do* 

Q Will you mark the copy of that record as Exhibit R-21 (712|) 

and hand to the Commission? 

A Yes, si r . 

(Marked El Paso Natural Gas Company's 
Exhibit R«21 (712) for Identification 

Q Was the Koch Pool No* 1 Unit completed in the Mesaverde 

Formation? 

A It was* 

Q What was the date of completion? 

A Drilling was finished on November 5, 1953 and completion 

effected November 9, 1953* 

25 
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Q Was any ether well located, any other Mesaverde well 

located in the east half of that Section 3? 

A No, sir* 

MR. HOWELL: I think that is a l l from this witness. 

MR. MACEY: You wish to introduce those exhibits? 

MR. HOWELL: Yes, I would like to introduce Exhibits R-l 

to Exhibit R-21 inclusive. 

MR. MACEY: Is there objection? 

MR. CAMPBELL: Ho objection. 

MR. MACEYs If no objection they will be received. 

MR. CAMPBELLS If the Commission please, before cross 

examining this witness, I would like to have about a five minute 

recess to shuffle these papers a li t t l e bit* 

MR. MACEY: We will have a five minute recess. 

(Recess.} 

MR. MACEY: You wish to proceed, Mr. Campbell? 

CROSS EXAMINATION 

By MR. CAMPBELL: 

Mr. Coel, referring to Case No. 706, which Involves your Yager 

Pool Unit No. 2, as I understand i t your original notice of inter)ti 

to d r i l l which was approved March 23, 1953 was for a well to the 

Pictured Cliffs Formation, dedicating the northwest quarter of 

Section 6. 

A That is true, sir. 

Q Now, in your notice you had stated, "Communitisation dedi­

cating the northwest quarter of Section 6 will be filed as soon as 

possible** • Did you contemplate at that time in obtaining a 

!>n 
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eewunitization agreement from a l l of the working interests and 

royalty owners? 

A Mr. Campbell, that statement is more or less required by 

both th© State and United States Geological Survey on wells that, 

where more than ©ne Interest is located there. We were informed bs 

the Lease Department that that comunit i sat ion was being worked up 

and they had intention of filing i t , sir, and that was what we so 

stated, 

Q Now, you drilled that well to the Pictured Cliffs, into 

the Pictured Cliffs, and i t was a dry hole? 

A Yes, sir. 

Q And then you filed a miscellaneous notice in which — 

which is your Exhibit R-4 (706) in which you stated that you intern 

to change your plans by going on down into the Mesaverde, is that 

correct? 

A Yes, s i r . 

Q Was there any other instrument filed, any new notice of 

intention to dr i l l , with reference to the Mesaverde Unit, other 

than this miscellaneous change of plans notice? 

A On the intention of changing of plans? 

Q Yes. 

A No other form like this, no, s i r . 

Q You filed no new form for notice of intention to d r i l l or 

recomplete? 

A No, sir, it was merely the notice of intention to change 

plans, and which was subsequently approved by the Commission. 

Q Now, based upon that notice and the approval by the 

ed 

Commission In their letter or rfuiy 31st, wnicn i s your Exhibit K-5 
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ij&$hyQu then proceeded to move ia and deepen this wall to the 

Mesaverde Formation? 

4 Xesj sir. 

Q How when did you move in to start that new work? 

MB. HOWELLj I can tell you where the document Is that h± 

i s looking for. It is in the other file on 706. 

A I was just checking my reports on i t , sir, the rig was 

moved in August 31st, sir. 

Q From what record do you obtain that information? 

A From our drilling record, sir on the well* 

Q And who prepared that drilling record? 

A It was prepared by the drillers, sir, whoever is — whoeve± 

ig in charge of the rig on which the work is done. This particular 

case was by Conley Cox. 

Q Do you have a copy of that drilling record? 

A I do, sir* 

Q That can be made a part of this record? 

A Not unless I had this photostated, sir* 

Q May I see i t , please? A les, sir* 

MR* HOWELL: It can be photostated* That is not the 

drilling record but that is an affidavit— off the record. 

(Discussion off the record*} 

MR. CAMPBELLS Could we get a photostatic copy of this 

into the record? 

ME* HOWSLSs We will be happy to furnish i t . 

A We will submit the affidavit as i s . 

MR. HOWELL* We will submit the affidavit now i f you 

want I t . 
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Q Was this affidavit prepared at your request, Mr. Coel? 

A Yes, sir. 

Q In May of 1954, is that approximately the time that i t was 

executed? 

A Yes, sir. 

Q Where is Mr. Cox's office, or place of business? 

A In Astec, New Mexico. 

Q Do they do a considerable amount of drilling for El Paso 

Natural Gas Company? 

A Yes, sir, they have. 

Q And they are s t i l l doing drilling for your company, to youvr 

knowledge ? 

A Yes, si r . 

MR. CAMPBELLi I would like to have the record show that 

a photostatic copy of a daily drilling report, dated August 31st, 

1953, from Conley Cox, will be submitted as Yager Exhibit R-l. 

Q Do you have any — 

MR. MACEYt (Interrupting) Pardon me, Mr. Campbell, who 

is going to supply these? 

MR. HOWELLs We will furnish a photostat of that. We 

would like to keep the original in our f i l e , but will be happy to 

furnish photostats for the copy and are tendering you Mr. Cox's 

affidavit. 

MR* CAMPBELL; I don't want to introduce that as my exhibit^ 

Q Do you have any personal knowledge concerning the actual 

spudding in on this well? 

A Yes, sir. 
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Q Were you there when It was spudded in? 

A It was dene under my supervision, sir* 

Q Well, were you there at the time it was spudded in? 

A Tou mean actually on the location? 

Q Actually on the location. 

A I doubt i t , s i r . 

Q You do not remember i t i f you were, is that it? 

A No, sir* 

Q Do you know who was present? 

A I am not positive* I think I could tie i t down to who was 

present, yes, sir* 

Q Well, could you tie It down now or not? 

A Well, I could try. 

Q Well, try. 

A If i t would be accepted* 

Q Do the best you can* 

A Conley Cox, — Are you talking about this time of August 

31st? 

Q August 31st. 

A Conley Cox was present and X am almost positive Mr. W. 

W. Dallas was present* 

Q W. W. Dallas? 

A Yes, sir. 

Q Is he with your coapany? 

A Yes, sir. 

Q Where is he? 

A In Farmington, New Mexico. 

Q Now, Mr* Coel, as I understood I t , a l l ef these wells 
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except the ones involved in Cases 711 and 712, the last two wells, 

were on ether than Federal land, and the last two were on Federal 

tracts, aa 1 correct in that? 

A That is true, s i r . 

Q And at the time you made the change on your well involved 

in Case 711, which is in the southwest section of Section 32 North, 

Bangs 11 West, you originally filed a notiee of intention te d r i l l 

only with the United States Geological Survey? Is that right? 

fk Tes, s i r . 

Q And then in that you dedicated the south half of the 

section to the well? 

A That is true* 

Q Now, in the reply that you received from the United Stater 

Geological Survey, which ls Exhibit 1*16 (711), I assume this is 

on a form that the United States Geological Survey normally used 

and they state\ «Approved subject to the communltlsation of the 

south half of Section 32, to form a unit of 320 acres more or lesi 

Are you acquainted with the requirements of the Federal authoritiei 

with reference to eommunitiafstion of acreage, before a unit Is 

approved? 

A Vaguely, sir* 

Q Well, do they require that a l l owners join in the execu­

tion of the communitization agreement? 

A Yes, s i r . 

Q Do they, as royalty owners, approve and join in the exe­

cution of the communitization agreement? 

A Yes, s i r . 

»* 

Q Do the overriding royalty owners join in such an agreement 
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or do you know? 

A I don't know, I think that they do. 

Q Do you know whether such an agreement waa ever obtained, 

aa far aa the weat half, aa changed, of that unit waa concerned? 

A Well, apparently not, air. 

Q Do you know whether the Federal Government haa executed 

such a communitization agreement? 

A I don't know, sir. 

Q Mow, when you decided to change the dedication from the 

south half to the west half, you did not file a new notice of inten 

tion to dril l with the United States Geological Survey? 

A No, sir . 

Q You filed this sundry notice indicating your intention to 

change your plans? 

A That is true. 

Q Now, referring to your well involved in Case No. 710, in 

which you state that the well was completed November 5, 1953, I 

refer to your Exhibit R-14 (71©), which is the well record of that 

well, which appears to be signed by Harold L» Kendrick, 

does he work under your supervision or what i s the position? 

A Can we go back a minute, sir? What case are we referring 

to? 

Q 710, that is your Marcotte Pool Unit, Well No* 1. 

A All right. 

Q Is Mr. Kendrick employed now by El Paso Natural Gaa? 

A He is employed by El Paso Natural Gaa Company, he deea not 
rork 
/for me at the present time* He did at the time this was signed* 

mm 

Q Was he working under your supervision at the time that wai 
ADA DEARNLEY & ASSOCIATES 

STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



33 

Signed? 

A Yes, Sir, 

Q Are you personally acquainted with when the well referred 

to there was actually spudded iu? 

A Yes, sir. 

Q Were you there? 

A I doubt i t . 

Q Do you have any notes, personal notes, other than this wel 

record te indicate when the spudding in took place? 

A Yes, s i r , I do. I have here an affidavit froa the same 

Conley cox as the other affidavit was from, and also the well recor 

here. 

Q When was this affidavit prepared? 

A On the 31st of January, 1955. 

Q Mr. Coel, I am asking you these questions about the spuddi 

in in as much as the leases involved here contain a wribten-in 

provision that,"the words,, "Commencement of a well", or words of 

like import, wherever used, in this lease shall mean the actual 

spudding in of a well for oil or gas*. low, do you know who was 

present at the time this well involved ln Case Ho. 710, your Marcot 

Pool Unit No. 1 was spudded in, do you knew who was present when 

that took place? 

A V§ry likely the same two people, s i r . Mr. Dallas, i f I 

may explain, he Is now our drilling superintendent, at that time h< 

was our assistant drilling superintendent In the Farmington area, 

and it was part of his job to see that the work was done as prescri 

by us. 

L 
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Q Now, referring te year Case No. 712, which ie your Koch 

Weil No. 1, on a Federal tract, your Exhibit R-21 (712) indicates 

that that well commenced drilling also on August 30, 1953. 

A That is true, sir. 

Q Do you know who prepared thia log — Oh, the original was 

signed by you, I see i t now. 

A Yes. 

Q Well, do you — Can you personally state that that well wajs 

spudded in on August 30, 1953? 

A Yes, s i r . 

Q You were there at that time? 

A No, sir, my records show i t , s i r . 

Q Other records than thia log of oil or gas wells? 

A My drilling records, yes, sir. 

Q What drilling records do you have? 

A The records prepared by the contractor on the location. 

Q May I take a look at those, please? 

A Surely. 

Q I wonder i f you could furnish us with a photostatic copy o 

this driller's report, or furnish the Commission with ©ne? 

A Yes, s i r . 

Q To be designated as Yager's Exhibit R-2? The report is 

dated September 1, 1953* 

A The report is under that, sir, I just handed the fil e to 

you. 

MR. HOWELLs Two reports — Three reports a l l told. 

MR. CAMPBELLJ The report Is dated — Let us make the 
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report of August 30, 1953 as Yager R*2 and the report of August 31, 

1953 as Yager R-3. 

A Also an affidavit in ay file to that effect, too, sir* 

MR. CAMPBELL} That Is a l l . 

MR. MACEY: Does anyone have any further questions of the 

witness? 

RE-DIRECT EXAMINATION 

Bv MR. HOWELL: 

Q Mr. Coel, at my request did you obtain affidavits from the 

drilling contractor, Conley Cox, concerning the dates at which 

drilling operations were commenced on several wells? 

A Yes, sir, I did. 

MR* HOWELL: I will hand you an affidavit of Conley Cox 

and ask that be marked Exhibit R*»22 (706} and offer the affidavit 

in evidence. 

(Marked SI Paso Natural Oas CompanyT 
Exhibit R-22 (706,for identificatie 

MR. HOWELL: In a similar manner, will you mark the affi­

davit of Conley Cox as Exhibit R-22 (710), I believe. 

A R-23. 

MR* MACEY I R-23 would be the next one. 

(Marked El Paso Natural Gas Company* 
Exhibit R-23 (710}for identificatio 

Q R-23 (710), isn't it? 

A Yes, s i r . 

MR. HOWELL: We offer that affidavit in evidence. 

Q You have the affidavit of Conley Cox regarding the commen< 

ment of the Koch Pool No* 1? 

3 

a.) 

8 

n.) 
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A I do, sir* 

ME* HOWELLs Will you mark that Exhibit R-24 (712) and 

offer that to the Commission, 

(Marked El Paso Natural Oaa Company*a 
Exhibit R-24 (712) for identification, 

ME* HOWELLs We offer a l l three affidairita to the 

Commission In evidence, 

MR. MACEY: Is there objection? 

MR. CAMPBELLj I f the Commission please, for the purpose 

only of preserving the record, X wil l register an objection to 

these upon the grounds that thay are hearsay and that the person 

who executed them is not present for cross-examination, 

MR* MACSY: The record wi l l so note* 

(Marked SI Paso Natural Gas Company's 
Exhibit R-25 (711) for identification*) 

MR, HOWELL: Now we offer a communitization agreement 

covering the Heaton No. 3 Well which i s marked as Exhibit R-25 (71-

whieh has been executed by 11 Paso Natural Gas Company, Delhi Oil 

Corporation, Susan Diggle Horton, Paul B* Horton, but has not been 

executed by Saul A* Yager, Marian Yager, M* E. Gimp, Morris Miael, 

Flora Mizel, Sam Miael or the wife of Sam Misel and M. E* Gimp* 

MR* CAMPBELL* la that offered in each case? 

MR* HOWELL: No, that Is only Case 711* 

MR. CAMPBELL: For what purpose are these offered? 

MR* HOWELL: These are offered for the purpose of showin 

that a l l of the parties except tbe Yagers have executed communiti-

satlon agreements In these two eases* I have one other which I 

propose to offer. 

) 

) 

1 
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MR* CAMPBELLt Are we to assume that they hare not all dona 

so In other oases? 

MR» HOWELLf Ho, the only point that you raised was as to 

the Federal Leases, the two Federal leases* 

(Marked El Paso natural Gaa Company's 
Exhibit Ho* E-36 (712) for identification.) 

ME. HOWELLi We offer cosaaunitlaatlon agreement which has 

been marked as Exhibit R-26 (712), covering the tract involved in 

the loch Pool Unit No. 1, which has been executed by I I Pas© 

Natural Gas Company, the Atlantic Refining Company, Delhi Oil 

Corporation, Sunray Oil Corporation, Fred C* Koch and Mary R. Koch, 

We would like to call aa a witness Mr* Phil McGrath. 

MR* MACEXs Is there objection to the introduction of 

Exhibits R-25 and R-26 in this case? 

MR* RHODESs I have some questions X would like to ask one of 

the principals in this case but I am not sure Mr* Coel is the man 

te answer them but I wonder i f later X might make these requests 

of Mr* Campbell or Mr. Howell or Mr, Coel* Mr* Kitts says that 

he is going to ask some later, too* 

MR* MACETi Who are you going to ask the questions of? 

Mr* Coel is on the witness stand. 

MR* RHODES 2 I wonder if you would determine who we ask the 

questions of* They concern tha lease agreements and the equities 

concerned herein* 

MR. MACEY J You mean the lease contract? 

MR. RHODES 2 The lease a&s&rmet* 

MR. CAMPBELLi I have no abjection to the admission of 
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these in evidence, but X call tbe Commission's attention to tbe 

fact that they have a l l been executed in the yea?, 1955, which waa 

some time after the drilling on the units* 

MB* HOWELL5 Insofar as lease ownership i s concerned or 

the terms of the applicable leases, Mr* Coel does not have knowled, 

We do have people here who are available, who have knowledge of 

the leases and X understand from Mr* Campbell that he desires to 

introduce copies of the leaaes which we are willing to have Intro­

duced, 

ME, RHODES: X would like to ask these of Mr. Campbell. X 

don't know i f that i s proper. 

MR* MACEY: It won't suffice for you to examine the lease 

contracts? 

MR* RHODES: No, not necessarily, Mr* Macey. 

MR. MACEYs I don't think i t i s proper for us to ask Mr* 

Campbell any questions* 

MR, RHODES s That is what X waa afraid of. 

MR* MACEY I Are there any further questions of Mr* Coel, 

i f not, Mr. Coel may be excused* 

(Witness excused.) 

MR* HOWELL; We would like to call Mr. McGrath* 

ff it mm** 
called as a witness, having been f irst duly sworn, testified as 
rollows: 

DIRECT W P W I O N 

By$ ME. HOWELL? 

Q Will you state your name for the record? 

A P. T* McGrath. 

5S. 

Q What i s your residence ftP address, Mr* McGrath? 
ADA D E A R N L E Y Be A S S O C I A T E S 

STENOTYPE REPORTERS 
A L B U Q U E R Q U E , N E W M E X I C O 

T E L E P H O N E 3 - 6 6 9 1 



39 

A Farmington, New Mexico. 

Q What is your official position with the United States 

Geological Survey, if any? 

A District Engineer of the Farmington District. 

Q That is of the United States Geological Survey? 

A Right. 

Q Are you in charge of the office there? 

A I am. 

Q What are the requirements before the drilling of any well 

located on Federal lands within the Blanco-Mesaverde Field? 

A Any well must be submitted, a notice of intention to d r i l l 

must be submitted and regulations state that prior written approval 

will be received before drilling commences, unless some other 

arrangements have been made. We can give an operator a letter of 

approval to start, a well. 

Q What then do you do with reference to advising the State 

Gil Conservation Commission of approval of a well drilled on Federa 

lands? 

A We require that they send enough of the intentions to 

drill so that we can send two copies to the State, one to their 

Astee Office and one here to Santa Fe, and those are not submitted 

to the State, those are not approved in any way, except that we hav 

an agreement with the Conservation Commission that ws will not 

submit those to them until I have approved the well. 

Q And does your office require that any well approved by 

you which is drilled within the Blanco-Mesaverde Pool conform with 

the requirements of the New Mexico Oil Conservation Commission,as 

1 

e 
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fc© spacing? 

A We do* 

Q Did your office approve the Heaton No. 3 Well and the — 

and the Koch Pool No. 1 Well? 

A Yes, si r . 

MR, HOWELL; That is a l l * 

MR. MACEYs Any questions of Mr. McGrath? 

CROSS EXAMINATION 

Bv MR. CAMPBELL. 

Q Mr. McGrath, with reference to the approval of the notice 

of intention to dr i l l , which I understand you give — 

A Yes. 

Q Do you have any other requirements where there stay be 

other acreage involved ln the unit en which the well is being dr i l l 

than Federal acreage? 

A Yes, we do, or even i f the two Federal leases, we require 

communitization of the drilling block. 

Q And as lessor, or royalty owner, does the Federal Govern* 

ment have to approve those communitlsation agreements? 

A Yes, s i r . 

Q And do you consider that the unit has been completed unlet 

such eommunitisation agreements are available? 

A No, we are not interested i f they are drilling on public 

land, and get their approval, but we do require that, to get the 

eommunitlsation agreement whereby that when the State sets up such 

a unit for drilling block or for proration unit* 

Q And i t is your statement that the Federal Government,upon 

ed 

s 
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u 
th* approval of tha notice of intention to drill, considera that 

tha drilling unit has been created and the acreage pooled? 

A The operator so states, or i s supposed to, with his in­

tention to drill, that certain acreage la dedicated to that well, 

that particular well* 

ME, CAMPBELLl That l s all* 

ME. HOWELL1 One question. Have you finished. 

ME. MACEY: Go ahead, Mr. Howell* 

ME* HOWELL t Has lt bean customary to produce the communiti-

eatlon agreements at a later dete and submit them to your office? 

A Yes, sir. 

MR* MACEY: I would like to aak you a question* As X under­

stand i t , an operator can submit a sundry notice to you proposing 

to drill a well on federal land, in which he dedicates certain 

acreage to that veil, the acreage being dedicated in conformance 

with thi existing drilling unit provisions of any applicable pool 

rules in which the well is located, i s that correct? 

A Yes, sir* 

MR* MACEYx How he so states on the sundry notice of 

intention to drill that he intends to dedicate the west half of th 

section to the well* When do you require that operator to furnish 

an executed cemmunitization agreement? 

A No set date* 

MR* MACEY: There Is no sat date? 

A No, sir* 

MR* MACEY: Xn other words, It could take a considerable 

time, as far as you are concerned then, the communitization agree-
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ment can be approved at any time after yen approve tbe notice of 

intention to drill? 

A Or prior to it —» yes, at any time* 

MR, MACEYj Does the cowsunltiaation agreement Involve the 

approval by your agency, the approval of the eosmmnltisation 

agreement by your agency Involve a considerable amount of time, 

doea it have to go back to Washington? 

A It does, it has to be approved by the Director of the 

Geological Survey, 

Byt MR, CAMPBELLS 

Q Am I correct, that lt will not be approved by the 

Biraater of the United States Geological Survey until all of the 

royalty owners have executed — 

A I think they do not, 

Q They do not require the royalty interests to execute it? 

A I think they do not, only the royalty Interests, 

Q I wonder if you would adviae your Roswell office of that? 

A Mr, Anderson just advised me, 

Q Let the record show I have been working on one for aix 

months — off the record, 

(Discussion off the record,) 

MR* CAMPBELLi Only the working interests, in order to clarifV 

the record so there will be no mistakes, your Roswell Office or your 

agency only requires the working interest*s approval of oommuniti-

sation agreement? 
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A That is what Mr. Anderson just told me, the communltisafcie 

agreement must go the Roswell Office force and i t is cheeked there 

and with recommendations i t is sent to Washington for approval* 

Q One more question* Mr* McGrath, do you know how long that 

policy has teen followed? 

A No, sir, I do not* 

Q Do you know whether it was ever otherwise, as far as 

royalty owners executing communlt1zation agreements are concerned? 

A No, I couldn't say for sure. 

MR* MACEY? Anyone else? 

MR* ANDERSONS Mr* Macey, I wonder i f I could make a stat< 

ment in this case that might clarify i t ! (John Andersen*) As far 

as the Federal Government is concerned, on royalty owners exeeutini 

communitization agreements, let's go into a couple of classes of 

them where they actually have overriding royalty interests on 

Federal leases, or on any type of leases* 

We are not concerned as t© whether they sign the communitlsa-

tion agreement or do not* As far as the basic royalty owners are 

concerned, owners of mineral interests in privately owned lands, 

if the lease does not have a pooling clause that we consider ade­

quate, the owners of the mineral interest or the basic royalty 

owners, whatever you want to call them, must sign the communltisa-

tion agreement. 

ME* MACEY: Will you State your position for the record, 

Mr, Anderson, so there won't be any — 

MR* ANDERSON! John Anderson, Regional Oil and Gaa Super* 

viaor, United States Geological Survey* 

n 

i 
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HR. CAMPBELL* May I bring one thing out to clarify thia 

witness's statement, Mr, McGrath,based upon the statement that 

Mr, Anderson just made, asstsaing that the oil and gas leases here 

involved contain no pooling clause, coamunitiaatien authority, 

before the United States Geological Survey will approve the eoamunj.-

tisafcion of the unit, the basic royalty owners under these fee 

leaaes must have joined in the communltisation agreement, 

A I think that is right, yes, sir* 

MR. CAMPBELL! that is all* 

MR* MACEXt Anyone else have a question? If not the witness 

stay be excused* 

(Witness excused*) 

MR* HOWELL! Mr* Utz, will you take the stand, please? 

E L V I S A. B ! Z . 

called as a witness, having been first duly sworn, testified aa 

follows! 
DIRECT SMMJMAf IOH 

By H* HOWffiLl 

Q Will you state your name and official position for the 

record? 

A Elvis A, Uts, Engineer with the Mew Mexico Oil Conserva­

tion Commission* 

Q Mr. tita, are you familiar with the cases pending before 

the Commission, Numbers 706 through 711, both inclusive? 

A Reasonably so, yes* 

Q I will ask you if yaa are familiar with the practice and 

requirements of the Oil Comservatiea Commission as they existed in 
i 
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the year, 1953* prior to August 3let? 

A les, s i r . 

Q What was the practice and requirements of the Commission 

with reference to obtaining permission to d r i l l a well upon a drill-

ing tract within the Blanco-Mesaverde Pool? 

A The only thing that we required during the period in 

question was that the operator make a statement on his C-101 as to 

what acreage was dedicated to that well and i f communltisatlon waa 

necessary, that he would communltiase it« To the best of my know­

ledge, other than that there was nothing required in the way of 

communitization, 

Q Is the C-101 the form of Notice of intention to drill? 

A That is correct* 

Q Have you looked in the files of the Cases 706 through 712, 

inclusive, that are Involved in this hearing? 

A les, Sir, I have* 

Q That is the filee of the Oil Conservation Commission? 

A That is correct* 

Q And do those files contain the notices approved by the 

Commission, authorising the drilling of the wells en each of those 

tracts? 

A Yes, they do. 

Q Did the Commission have any other requirements as a 

condition of drilling the well, other than filing of the form and 

subsequent communitization? 

A Hot to the best of my knowledge, they do not. 

Q Has each of the wells in those cases been approved by a 

* 

representative of the commission/ 
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A Yes, sir, i t has. 

Q Now, witb reference t© the drilling of wells located upon 

Federal land, what has been the practice of the Commission? 

A We have no authority whatsoever to require anything as far ,i 

as wells drilled on Federal laud is concerned. However, the United 

States Geological Survey honors a number of our requests, among 

which was to state on the form, notice of intention to d r i l l , to 

them, the acreage dedicated to the drilling well. 

Q What was the practice prior to August 31, 1953, of any 

operator who wished to dri l l a well upon Federal land within the 

Blanco-Mesaverde Pool, with reference to filing any report with 

your office? 

A There was none. 

Q Did you receive a copy of the application that was filed 

with the United States Geological Survey? 

A Yes, after it was approved by the United States Geological 

Survey, the United States Geological Survey furnished us with two 

copies. 

Q Did you accept those notices as approved by the United 

States Geological Survey as evidence of the authority to d r i l l the 

well? 

A Yes, we do. 

Q And you s t i l l do se? 

A Yes, we do. 

MR. HOWELLj That is a l l . 

MR. MACEYs Mr. Campbell? 
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CROgS EXAMINATION 

BV MR. CAMPBELL! 

Q Mr. Utz, you say that this was ths practice followed 

prior to August 31, 1953. Has there been any change in that? 

A In, quite recently, due to the advent of proration, we 

have stated in the proration orders that an operator shall file 

his gas well plat or a plat showing his dedicated acreage with his 

notice of intention to d r i l l . Sometime after August 31st, or the 

date in question here we did require gas well plats showing the 

location and the amount of acreage dedicated to the well. 

Q You are acquainted with Order No. R-110*, aren't you, Mr. 

Utz? 

A Reasonably so. 

Q Are you acquainted with the provision that,"as to the 

location of these wells on the drilling units, 320 acres more or 

less, no well shall be drilled or completed or recompleted and no 

notice of intention to d r i l l , er drilling permit shall be approved 

unless such well be located on a designated drilling unit of not 

less than 320acres of land, morefeor less, according to legal sub*, 

division of the United States land surveys, in which unit a l l the 

interests are consolidated by pooling agreement or otherwise•** 

Are you acquainted with that? 

A Yes, I am. 

Q Do you feel that the procedure followed by the Commission 

prior to August 31, 1953, in approving notices of intention to 
by 

d r i l l , without evidence of consolidation/pooling agreement or other­

wise complies with that rule? 
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wouldn't have authorized the District Offices to approve C-101*s 

in lieu, the fact that i t took a considerable length of time some­

times to get communitization, I think probably prompted that 

procedure, 

Q isn't i t true also that on occasions the operators waited 

until rather late in the game te d r i l l their well and seek their 

approval? 

A That is true in a number of cases, yes, 

MR. CAMPBELL! That is a l l . 

MR. MACEYs Anyone else? The witness may be excused. 

(Witness excused.} 

MR. HOWELL! That is a l l we have. 

MR. MACEYs Do you have any statements or anything that 

you would like to enter in the case? 

MR, HOWELLs I don't wish to add to anything more than 

was said in the opening statement, 

MR, MACEYS Mr, Howell, Mr, Rhodes has a question that he 

would like to ask. 

MR, RHODES! Mr. Macey, I wonder if Mr. Howell would plac< 

Hamblin under oath? 

MR. MACEY! Would that be satisfactory? 

MR. CAMPBELL: May I first, before he gets into that, let 

the record show that I have requested permission to submit for the 

record, Yager's Exhibits R-4, R-5, R-6, R-7, R-8, R-9 and R-10, 

which are photostatic copies of oil and gas leases covering the 

tracts involved in Cases 706 through 712, and in order to keep i t 

straight, they will be marked R4 (706) and so on, as you have done 

i Mr. 

tfith yours • 
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MU* MACEYs Do you hare aay objection to that, Mr* Howell? 

MR* HOWELLi Ho objection, 

MR* MACEYs If a© ©bjectisn thay n i l ! ba received* Do you 

Intend to submit them fairly soon* Mr* Campbell? 

MR* CAMPBELLS Yes* Of course wa don't have executed eopiea, 

do we? 

MR* YAGERS I would have to gat photostatic copies of copies* 

MR* CAMPBELLS We will not be able to furnish photostatic 

copies of the original* Now If you have the originals it is per­

fectly all right with us, we would Just like them in the record. 

MR* HOWELL s We will be happy to famiah photostat a of the 

original to you and let you sand them in* 

MR. MACEY I All right, that will be satisfactory* Do you 

have anything further, Mr* Campbell, before Mr. Hamblin? 

3A. hx> JL4 H JI Ii JL MM 
^**********t ^*^*****ww *r***m IM*J4 MSSW ggKfMm W*W*n * P . ^***m*mW 

called as a witness, having bean first duly sworn, testified as 
followsI 

pipe? mmmpK 
MS* MACEYs 

Q Would you state your name* 

A R. L. Hamblin, with 11 Paeo Natural Gas Company, Manager 

of the Lease Department* 

MR* MACEYs Mr* Rhodes. 

Byt MR. RHODES t 

Q Mr* Hamblin, are you fsjailiar with the leases concerned in 

these cases 706 through 712? 

A Reasonably so* It has been sens time since I actually reac 

them but reasonably so, yes, sir* 
* ADA DEARh 
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Q Well, to clarify the aituation in my own mind, the 

Coaalssion issued a forced pooling order which made th© corasttnlti* 

sation under discussion here, retroactive to the date of the 

approval of the G-101? 

MR. HOWELL! If the Commission please, I believe that the 

that the question of Mr. Rhodes assumes a construction of the 

order that I certainly don't put on i t . 

MR. MACEY! I agree with you. 

MR. HOWELL! I think the orders speak for themselves as 

to what the Commission did. 

MR. MACEY! Perhaps you could reword your question. 

Q The pooling agreement or the pooling order issued by the 

Commission made the effective date of the pooling agreement retro­

active to the date upon which the intent to d r i l l waa approved, ia 

that correct? 

MR. HOWELL! Again I euggeat that the order speaks for i t ­

self* That is our contention of what the Commission did was to 

determine that the parties, the working interest only, by agree­

ing at a certain date, had accompliahed the pooling. 

MR. CAMPBELL! Let me make this additional statement there 

in this regard, that i t is our position that the Commission didn't 

do anything except state what they thought the law was in the ease* 

Q Well, let us assume that the Commission order made the 

effective date of the communltisation retroactive to the date of 

the approval of the notice of intention to d r i l l * That is one 

viewpoint, is that correct? Well, let us assume that i t did* 

A All right. 

y A H rignt, let us lurtser assume that the other aide, for 
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-

there ie also a possibility that the Commission order made the 

effective date ef the comraunitizati on as of the effect ire date of 

the order. What I want to know Is , did these leases expire in tha 

interim? -

A That is the question I ean*t answer, it has to be deter* 

mined, 

Q It has to be determined? A Tea, sir, 

Q But nevertheless, the leasee did expire on paper between 

the date that the well was spudded in and the date that the 

Commission Issued its pooling order? 

MR, MACSls Mr, Howell, I think probably lt would be 

proper for you — 

MR, HOWELLi May I make a statement for the record here? 

X think that the leases whan introduced in evidence and I am sura 

that Mr. Campbell will agree with ma in thia statement, that tha 

primary term of each of tha leases in question expired on 

August 31, 1953* at midnight, unless by virtue of some provision 

of the lease there had been drilling operations or commencement of 

drilling operations which would have continued the primary term. 

Does that answer your question? X suspect that you could get 

neither me or Mr. Campbell to agree aa to any particular lease as 

to what, the present legal status of the lease i s . 

MR. RHODES! Mr. Howell, X believe that very ably anawax 

the question. 

Q Mow if we assumed that the provisions of the pooling ordex 

were retroactive to the date of the spudding of this well, Mr* 

lager would hold a standard land owner's royalty or farmer*a 

a 

a 
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we are discussing, i s that correct? 

A That i s correct. 

Q However, i f i t was construed that the pooling order affect 

the eommunltiaation of these properties on the effective date of 

the order, then Mr. Tager would only hold working interest? 

A Assuming that to be correct he would own the fu l l working 

interest on these leases on which the wells ware not actually 

located. 

Q But which nevertheless were committed to the drilling unit 

A les. 

Q How then, Mr, Hamblin, the main question i s this* I f i t 

were construed that this Ceaaiaaion order required that the 

eoamatnitlaation be effective on the affective date of the order, 

would that not also require under the terms ef the communlt1zation 

that Mr* tager contribute hie proportionate snare to the drilling 

costs, of the well? 

A That i s correct* 

ME* CAMPBELL* Which Mr* tager la willing to do* 

Q How then, one last question, and this may not be a proper 

question, i f not, I wil l expect i t to be objected to* What, in 

your opinion, ia Mr* Tager trying to gain — (LAUQHTER) 

ME. HOWELLi I would be very happy to answer that, since 

1 believe that that calls for a legal conclusion and would be the 

opinion of a witness as te a point that would just get us Into 

controversy, so I object te the question. 

MB* MACSts I think the answer to the question i s rather 

obvious as to who gains and who loses in the event of what 

happened, 

id 

r 
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MR. HOWELLI That la, X think i t ia an improper question 

MR. MACEY J X will be glad to explain it to you. 

MR. REISER! I don*t understand It entirely end I belicv 

it might expedite matters considerably, X think it might expedite 

matters considerably i f Mr* Yager were placed under oath and 

takes the stand and explains his position* 

MR* MACEY! I don»t think it i s the proper point in tha 

ease, Mr. fielder. Frankly we are concerned with the communlti-

sation or forced coasBunitlcatian of leases involved and I don't 

think that i t Is a proper question or a proper point in the case* 

Do you have anything further? 

„ MR* RHODES! That i s a l l X have* 

MR* KITTSI X would like to aak Mr* Campbell a question 

and Mr. Howell. 

MR* MACEY: Does anyone have any further questions of Mr* 

Hamblin? 

(Witness excused*) 

MR, KITTS! You nave closed your case? 

MR* HOWELLs We have eloaed* 

MR* KITTS! Have you eloaed your case, Mr. Campbell? 

MR, CAMPBELL! Tes, 

MR* KITTS 1 I would like to direct a question to Mr. 

Howell and Mr* Campbell, to get their viewpoint on a legal arguman 

here* This is concerning the section of our statute which defines 

owner and Section 13-C of the statute, on one hand, read that with 

Section 1-A of Order R-110* Do you think there is any basic 

conflict there or do you think that thay can be construed together 

> 

i 

i 
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ME* CAMPBELL; May I aay that in tha first place wa do not 

believe that tha authority of th* Commiaaion to compulsorily 

pool, under tho elrcuaataneee existing in this case, ariae out Of 

Seetion 13-6. We believe that Section 13-0 is limited to situatiw: 

wnare i f the uniform plan such as the 320-acre spacing here result; 

in somebody* a being left out or i f there is an ususual acreage 

surrey situation, that this seetion applies, but that does not 

apply to a situation such as ours* We do believe that Section B, 

Sub-section B, coupled with the general police power under tha 
to 

Statute gives the Commission fal l authority/compulsorlly pool 

under the circumstances existing ln our case* 

ME* MACEY i General power* contained in the statute — 

ME* CAMPBELLS How as to the conflict, i f there ia any, l t 

ia our opinion that the Commiaaion by Its order in a particular 

pool may make such reasonable requirements aa it aeea f i t , with 

reference to the operation of tha pool and that where they have 

chosen to say, as they did In the order, that a notice of lntentioi 

to dril l shall not be approved until a l l of the interests have beei 

pooled, voluntarily or otherwise, we think they meant a l l of the 

interests and we think they meant that unless you are voluntarily 

pooled, then there must be a compulsory pooling order before the 

pooling unit Is complete* That ia our position, legal position in 

this matter and we think that the order in the pool would control 

i f there is any conflict* 

ME* KITTSI Of course, 13-C, tha substance of 13-C is 

repeated, Order K-110, In Sect leu 33-a.* 

ME* CAMPBELLS We ean*t see where that i s applicable to the 
•-ifctitttion h « r e g r>ftrt"i mil at*! v **em J«m14 «»«£** prrtw* «#* I H M I . 

1 
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inasmuch as you can't shew* it seams to m, that thay ©an ba 

deprived of anything to which they ara antitled; i f thay ara sot 

pooled, w© ara tha ones that are going to be deprived of it and 

ara being deprived of it* 

MR. HOWELLt We feel that the pooling does not deprive Mr* 

tager of anything and that the royalty owner whose interest ls 

pooled by the lessee are the royalty owners whoae interest is 

pooled by the lessee in conformity with tha spacing rule which 

has been adopted by the Commission. Now regardless of whether it 

be adopted pursuant to Section 13-B or Sub-section 13-C, it i s a 

spaaing rule that waa adopted by the Commission and no person has 

the right — 

MR* WALKERS Walt a moment. Mr* tager. will you please 

lower your voice* 

MR* HOWELLs And no parson has a right to dril l otherwise 

than under the spacing units prescribed by the Commission but 

that the parties may agree and our contention, the meat in the 

coeoanufc, is whether or not any one other than the owner under the 

statute, the persons having tha right to dri l l and appropriate 

oil and gas, must agree or concur to pool their interests to do 

what the state says must be done as a matter of eonaervation. 

considering correlative rights and considering the interests of 

al l parties, because certainly tha correlative righte of no land 

owner are adversely affected by the lessees agreeing to pool in 

conformity with an order establishing a 320-acre spacing unit* 

Eaeb royalty owner i s given under such an agreement exactly the 

correlative rights to which he is entitled and how there could be 

any necessity for any party istliar than the owners, the statutory 
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ownere to agree would be requiring an unnecessary thing that would 

achieve no protection of any rights that would be violated other* 

wise* 

ME* CAMPBSX&t May I amy just one sore thing in regard to tha 

I think there are situations particularly where you have an oper­

ation offsetting your unite, east, west, or north, south in a 

seetion, there are definitely situations in which the royalty 

owner can be adversely affected by the choice that the working 

interest owner makes under those circumstances. For instance, we 

have a case right here where for some reaeen they first chose the 

south half as the unit and than for reasons known best to them the 

turned to the west half. Now those reasons can involve circum­

stance s of lease ownership, lease expiration, structural con­

ditions, any number of things which can affect diverse royalty 

ownership within that section and i t does not seem to us that it 

i s completely accurate to say that whatever the working interest 

owner wants to do under these circumstances they can go ahead and 

do by simply filing a notice of intention to do it and getting it 

approved by the Commission. I f that were the case, as 1 say, the* 

would be no reason for this application in the first instance, i f 

the Commission is correct. It would just mean that the royalty 

owner would be aubject te whatever the working Interest owner dse£ 

ed to do. How from the working interest owner's point of view 

that is fine but from the royalty owner's point of view that may 

not always be so satisfactory. 

Can Mr. Tager make one point? 

ME. TAGER 1 That la the reason why, gentlemen, from my point 

fe? 

r 
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under th© original provision of Section B of the act provided, to 

avoid the drilling of unnecessary wells, a proration unit of eaeh 

pool may be fixed, such being the area which may be efficiently 

and economically drained and developed by on© well. So we have go 

the definition of proration unit, which is the area which could be 

economically drained and developed by one well, but the amendment, 

the 1953 amendment went further and said that the Commission may 

establish a proration unit for each pool, following the same lan­

guage, such being the area that can be efficiently and economical! 

drained and developed by one weU and In so doing the Commission 

shall consider the economic loss caused by the drilling of 

unnecessary wells, the protection of correlative rights, including 

those of royalty owners. 

How how Is the Commission going to protect the correlative 

rights of a royalty owner without notice to the royalty owner, an 

opportunity for the royalty owner to be heard, i f he can be 

adversely affected and It is obvious that he can be adversely 

affected. lou can have structural conditions, you can have a 

situation where a number of — I have outlined here In a letter 

to Mr. Campbell, about where a royalty owner can be adversely 

affected by th© selection by lease owner or the lessee of whether 

he is going to select the north half or the south half or the 

east half or west half and If i t were up to him he may select 

the east half and that may adversely affect the royalty owner in 

one of the quarters. And that Is the reason, that is the reason 

why the act specifically say that, includes the protection of 

royalty owners. Now it seems to me so obvious, it seems to me ths 

1ar»£tm£̂  is? no *1 anybody «J»n t*aae\ thia language otherwise 

r 
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th**'Section 0 doesn't apply, X can't understand i t . 

Listen, gentlemen, the pooling of properties, this is in 

section G, that these gentlemen asked you to apply and we contend 

it does not apply I 

*fhe pooling of properties* or parts thereof, shall he per­

mitted and i f not agreed upon may he required when —», not at 

any time, not at the discretion of the Commission, tha discretion 

of tha Commission may he exercised under "BS but when may the 

Commission act under Section C, "When the smallneas or ahape of a 

separately owned tract would, under the enforcement of a uniform 

spacing plan or proration unit, otherwise deprive or tend to 

deprive the owner of such tract of tha opportunity to produce —* 

and so on and so on* 

How what has happened in the order that the Commission 

entered in this case, to point out that under Order R-110, the 

Commission establiahed a uniform spacing plan* How Section C 

comes into being only when the enforcement of that uniform spacing 

plan works an injustice* But where it does not work an injustice, 

then the Commission operates under Seetion B and the other acts 

that relate to Seetion B under its generally implied power, its 

express power, and those implied powers that flow from the 9xpr%9m 

power®, to establish proration units but certainly net under Sect! 

C* and incidentally in Section B and nowhere in Seetion B is 

there a reference to owner but quite the contrary, it includea 

the rights of royalty owners* 

X pointed out at the out aat, perhaps my statement is a little 

too vigorous, X apologise i f it la , but aa X pointed out at tha 
ttirhjukt,. how A T * you going fee pmtxkmtst fch« xHLgHta o f r o y a l t y awntri 
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without giving them notice and an opportunity te he heard? Tou 

may net* your decision may be tha same bat X submit that you 

deprive them of due process under the statute unless you give 

them notice* 

ME* HOWELLi I would like to answer that argument briefly* 

ME* MACEY: Go ahead* Mr* Howell* 

ME* HOWELLi It Is our contention that the Commission estab­

lished a proration unit when It entered the Order R-110, that tha 

requirement of the proration unit be established was met when 

the Commission did give notice and haaring* and the royalty 

owners had an opportunity to appear and the Commission did deter­

mine that the correlative righta of the royalty owner would be 

protected by establishing a 320-acre proration unit in the Blanco-|-

Meaaverde Pool, and that that has been accomplished and that 

direction of the statute has bean mat by tha entry of Order No* 

R-110, that then, that having bean established, the proration 

unit having been established* the spacing rule having been applied], 

that the owners, the statutory owners agreed upon the pooling of 

their interests In compliance with that order, and that that pool­

ing was accomplished when tha lessees than agree and that no further 

notice or hearing is required unless i t be on a pool-wide basis 

of establishing proration units for the entire pool, would be 

the only time that additional notice aad hearing should be given 

to royalty owners* 

B3R* MACEY i Anything further, Mr* Kitts? 

ME* KITTSS No* 

MR* MACEYs Does anyone have anything further in these cases' 
REISERS T i*Wi4 Hfc* ».A »tV MT». Vaga** o? lnntnuia 
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ha was deprived of his right of hearing? 

Ml* YAGER; I didn't understand, sir* 

MR* REISERS I would like to ask you, sir* of what instance 

ware yon deprived of your right af haaring in any of these matters 

MR. YAGERs Veil, whan the, yon sea* there was no notice 

given, there was no notice given until the royalty owners, that la 

the owners of the minerals, until — oh, some time in 1954, wasn't 

it — 1 believe in 1954. 

MR. REISERS You received no notice? 

Ml* YAGERS Yes, we received notice in 1954 but it goes to 

the fact, goes to the proposition that the Commission cannot 

enter an order which would affect our rights prior to the time 

that they gave us a notice and an opportunity to ba heard, i t goea 

to the question of the total lack of jurisdiction to enter an orda 

of that sort* It has a right, it has tha right to enter orders 

after we have bean given notice and an opportunity to be heard, 

but it cannot enter an order after giving us notice which would ba 

which would effect — which would be retroactive. X think the 

gentleman's question there ia a very pertinent question. I think 

it was a very pertinent question. I think I agree with both Mr. 

Howell and Mr* Campbell i t haa m place in this haaring, i t haa so 

place before the Commission* The Pew fast on is not hare to deter­

mine the questions of the right and title to these laaaaa but 

certainly the Commission should net eater an order which would 

directly, i t seems to me, favor tha other aide and say, well, we 

would Indirectly aay that thia, this pooling was accomplished 

before the primary term expired. 
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j&R* REIDERs To explain my question, sir, I believe this 

Csfsjcission prides itself on trying to give everybody a chance* 

MR* XAGERs I am sure it does* 

MS* REIDERs And I believe there is adequate provision to 

provide the royalty interest or the operator the right for a 

hearing on any of these matters* and that was th© reason for my 

question that you had been deprived* 1 wanted to know the specifib 

Instance that you were deprived of your right and hearing on this 

matter. I would like to direct to Mr* Howell — 

ME. YAGERs Evidently you are not satiafied with my answer, 

sir, I didn't mean to imply that the Commission didn't give me 

m opportunity t© be heard and didn't serve a notice upon me and 

an opportunity to be heard in 1954* hut i f they enter an order in 

1954 that affects the right of 1953* without giving me an oppor­

tunity to be heard in 1953* they are not exercising due process 

of law and that is a legal proposition, sir* 

MR* RUBERS I won't — 

mi* TAGERs Tes, you might as wall argue, i f I ewe you 

money, a promissory note and sign tha note and a thousand people 

heard me say, I owe the note, you can walk into court and say, 

•Ihat fellow Tager owes me*aad the judge renders a judgment against 

me without serving a summons on me, all lawyera would tell you 

that due process would not than be exercised* Tou sat, he does 

hare opportunity to present his point of view* Tou may not 

agree with the point of view when it i s presented, but I think it 

Is basic in our idea of right thinking, too, and good morals that 

that judgment not be passed without an opportunity to be heard* 

MR. RKTflKRS Hawaii, with nefssronea to the Tager Unit 
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Mo* 2» I would like to know the dete you f irst requested of Mr. 

Yager to come into the unit? 

ME* HOWELLs The record I think shows* the record on the 

original hearing, I believe, contains the testimony of Mr, Hamblin 

on this point, X do not have the exact date but X can state that 

the racord shows that Mr. tager was requested to join the 

communitisatlon agreements prior to the date that the primary 

term of the leasee expired} that the agreements signed by other 

psa-tes were delivered to him and are in his possession, so far 

as we know, up to ths present timef that at least the signed 

copies that were sent to him have net been returned to us and the 

record so shows on the init ial hearing. We didn't go Into that 

testimony today to again go through that point of the case. 

MR. YAGERs What was the purpose for that sort of testimony, 

Mr. Howell, i f this Commission i s not called upon to pass upon 

the validity of these leases? 

ME, HOWELLi Tim testimony i s in the record for whatever 

use th* Commission wants to make of it* 

MR* YAGERS That i s what X thought. Xs the Commission 

going to pay any attention to this sort of testimony? 

MR. HOWELL l it i s a legal question — 

MR* MACEYs Gentlemen, gentlemen, gentlemen* 

MR* CAMPBELLS The case i s closed* 

ME* MACEYs Does anyone have anything further? Xf not, 

we wil l take the ease under advisement* We wil l adjourn until 

1S15 P* M» 
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