
 

 

STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 
 
APPLICATION OF SPUR ENERGY 
PARTNERS LLC FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW MEXICO. 

CASE NO. 21733 
APPLICATION OF LONGFELLOW ENERGY, LP 
FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO. 

CASE NO. 21651 
  

SPUR’S REPLY IN SUPPORT OF ITS CLOSING STATEMENT 
  

Spur Energy Partners LLC (“Spur”) (OGRID No. 328947) submits this reply in support 

of its closing statement in these consolidated matters.  

INTRODUCTION 

 Longfellow’s arguments ignore the express language of the New Mexico Oil and Gas 

Act, which limits compulsory pooling to owners of oil and gas mineral interests within the 

proposed spacing unit. Compulsory pooling authority does not extend to contractual interests. 

Longfellow also substantially misunderstands New Mexico law addressing the legal nature of oil 

and gas leasehold interests and related assignments, such as farmouts. Such rights represent 

ownership interests in real property, not merely contractual interests. Finally, Longfellow 

misapprehends the facts and holdings in each of the Division cases they cite. As outlined below, 

with citations to transcripts and exhibits, the facts and findings in those cases support Spur’s 

position. 

Spur controls the greatest share of working interest in the mineral estate in the tracts that 

comprise the proposed spacing unit. The Division should grant Spur’s application and designate 

Spur as operator of the unit.  
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ARGUMENT 

I. The New Mexico Oil and Gas Act Limits Compulsory Pooling to Owners of an
Interest in the Mineral Estate—It Does Not Extend to “Contractual Interests.”

Longfellow contends the New Mexico Oil and Gas Act does not exclude contractual

interests from its scope1 but ignores the express language of the statute to support its faulty 

conclusion.  

The express language of the Oil and Gas Act applies only to owners of tracts of land and 

undivided mineral interests that are separately owned in the proposed spacing unit. See NMSA, 

1978 § 70-2-17(C). It is black letter law that an “owner” is “[o]ne who has the right to possess, 

use, and convey something; a person in whom one or more interests are vested.” See BLACK’S 

LAW DICTIONARY (8th Ed. 2004) (defining “Owner”). Contractual interests do not own a real 

property interest in the underlying mineral estate. Longfellow does not dispute that the contested 

contractual interests at issue under the Puma and Aid JOAs do not own a mineral interest within 

the proposed 480-acre spacing unit. The plain language of the Act excludes these “contractual 

interests” because they are not owners of an interest in the mineral estate in the proposed spacing 

unit. Marbob Energy Corp. v. N.M. Oil Conservation Comm’n, 2009-NMSC-013, ¶ 9, 146 N.M. 

24 (stating that courts “look to the plain language of the statute, giving the words their ordinary 

meaning, unless the Legislature indicates a different one was intended”). Compulsory pooling does 

not apply to contractual cost-bearing interests—it applies only to cost-bearing working 

interest owners under a leasehold interest in the minerals within the spacing unit. 

1 Resp. at 4.  
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The same ownership limitation applies to Longfellow’s argument that contractual interests 

under a JOA have correlative rights. In fact, correlative rights are limited by statute and regulation 

to “the owner of each property in a pool[.]” See NMSA 1978, § 70-2-33(H); see also 

19.15.2.7.C(15). JOA contractual interests do not own a real property interest in a pool within a 

spacing unit. They do not, therefore, have correlative rights subject to protection under the Oil and 

Gas Act in a compulsory pooling proceeding.  

In support of its faulty argument, Longfellow incorrectly contends “that a leasehold interest 

is a contractual interest[,]” and that a lessee merely has a “contractual interest by virtue of [its] 

lease.” See Resp. at 5.2 Longfellow substantially misunderstands the legal nature of an oil and gas 

leasehold interest under New Mexico law and the ownership interests derived from a leasehold 

mineral estate, such as farmouts. Contrary to Longfellow’s contention, “since 1922,” New Mexico 

“has consistently held that oil and gas mineral leases are [conveyances of] real property.” Barela 

v. Locer, 1985-NMSC-080, ¶ 12; see also Duvall v. Stone, 1949-NMSC-074, ¶ 16. A leasehold 

interest is not merely a “contractual” interest; it is an ownership interest in real property. Similarly, 

a “farmout” is form of a “leasehold” interest in the mineral estate through which an ownership 

interest is earned by the assignee after one or more wells are drilled, depending on the agreement. 

See WILLIAMS & MEYERS, MANUAL OF OIL AND GAS TERMS (14th Ed. 2009) (defining “farmout” 

as the “name given to the leasehold held by the owner thereof[.]” (emphasis added)); see also 

Moncrief v. La. Land & Expl. Co., 861 P.2d 500, 507 (Wyo. 1993) (analogizing a “farmout” 

agreement to a contract to purchase land). 

 
2 In support of the proposition that a leasehold interest is a contractual right, Longfellow cites to 
Maralex Res., Inc. v. Gilbreath, 2003-NMSC-023, ¶ 33. The holding of that case does not 
address the issue.  
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A stark legal distinction exists in the Oil and Gas Act between ownership interests in the 

mineral estate, such as leaseholds and farmouts, which are subject to compulsory pooling, and 

contractual interests, such as parties to a JOA, which are not. The consequence is that the 

contractual interests Longfellow seeks to pool and to attribute to its working interest control must 

be excluded from consideration. When considering only the working interest ownership in the 

mineral estate underlying the proposed spacing unit, as the Division must, Spur has the greater 

share of the working interest control.3 Spur’s application should be approved and it should be 

designated operator of the unit. 

II. Longfellow Misapprehends the Underlying Facts and Holdings in the Cited Division 
Cases.   

While none of the cases cited by counsel directly address the narrow issue of whether 

compulsory pooling is limited to owners of mineral interests within the proposed spacing unit 

(Spur counsel is unaware of any Division or Commission precedent directly on point), none of the 

cases cited contradict Spur. In fact, all of the cases and citations support Spur’s position.  

A. Case Nos. 11666 and 11677 

Longfellow argues that the Division “adjusted” the working interest ownership percentages 

in Case Nos. 11666 and 11677 to include contractual interests in its calculation. But Longfellow 

is wrong about the facts and holding for at least four reasons.  

First, the proposed competing wells at issue were vertical wells to be dedicated to a 320-

acre gas spacing unit in the E/2 of Section 20. The record makes clear that the proposed competing 

 
3 At the hearing, Spur testified that it had reached verbal agreement with ConocoPhillips 
Company to acquire its ownership interest in the spacing unit. That agreement has been finalized. 
See Term Assignment between ConocoPhillips Company and SEP Permian LLC, Effective 
August 1, 2021, attached as Exhibit H. Accordingly, ConocoPhillips’ 3.75% working interest 
increases Spur’s working interest in the unit to 50%. In addition, MEC submitted a letter 
declaring its support for Spur, see Spur Exhibit C-4A, putting Spur’s total adjusted working 
interest control in the proposed spacing unit at 50.41667%.   
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vertical wells were both located entirely within the NE/4 of the section, which was subject to a 

JOA that only partially overlapped the proposed E/2 spacing unit in the section. This factual 

circumstance is the same situation in Case No. 10658 addressed in Order No. R-9841 that was 

discussed in Spur’s closing.  

In Case No. 10658, the Division held that a JOA effectively committed the JOA parties’ 

interests to a proposed vertical well even though the contract area does not include the entire 

spacing unit, because the proposed vertical well was located entirely within the contract area where 

the JOA parties reached agreement and committed their interests. While the record in Case Nos. 

11666 and 11677 is not clear about why the Division attributed the interests under the JOA to 

Yates, the Division may have done so because the proposed vertical wells were entirely within the 

NE/4 of Section 20, which was within the JOA contract area and therefore, consistent with the 

Division’s approach, effectively committed the JOA interests to the spacing unit.4 As explained in 

Spur’s closing the Division distinguishes between vertical wells and horizontal wells and holds 

that JOA parties have not committed their interests to a proposed horizontal well spacing unit that 

only partially overlaps a JOA contract area. See Spur Closing at 10-11. For the same reasons, the 

Puma and Aid JOA interests cannot be attributed to Longfellow here.  

Second, the JOA parties in Case Nos. 11666 and 11677 submitted letters of support as 

exhibits into the record declaring their support for Yates as operator. See Case No. 11677 Yates 

Exhibit 2.5 None of the Puma or Aid JOA parties submitted letters of support for Longfellow in 

these contested cases. The Division thus has no basis to ascribe the contractual interests underlying 

 
4 See Tr. 21:10-14 (stating that the Stonewall operating agreement includes the NE/4 of Section 
20) https://ocdimage.emnrd.state.nm.us/Imaging/FileStore/santafeadmin/cf/ada-03-
00398%20case%20files/ada-03-00398%2000001-10000/11666_07997.pdf.    
5 https://ocdimage.emnrd.state.nm.us/Imaging/FileStore/santafeadmin/cf/ada-03-
00398%20case%20files/ada-03-00398%2000001-10000/11666_08008.pdf.   
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the Puma and Aid JOAs to Longfellow’s control, notwithstanding the fact that Longfellow is the 

operator for both partially overlapping JOAs. 

Third, unlike Case No. 15433 where it is possible to determine from the record the mineral 

ownership on a tract basis, the record in Case Nos. 11666 and 11677 is unclear whether the JOA 

parties also owned a leasehold interest in the E/2 spacing unit. The order does state, however, that 

the 14.765% JOA interest attributed to Yates is “Interest ownership within the spacing unit[.]” See 

Order No. R-10731-B at ¶ 18 (emphasis added). Here, there is no dispute that the JOA contractual 

interests at issue do not own a leasehold interest, or any other form of a mineral interest ownership, 

within the proposed spacing unit.   

Finally, Longfellow contends that the Division’s attribution of a 24.101% ownership 

interest from a farmout agreement is evidence the Division recognizes contractual interests in 

compulsory pooling cases and for purposes of determining working interest control. As discussed 

above, a farmout is an assignment of a working interest property right (i.e., leasehold interest). It 

thus represents an ownership interest in the mineral estate and is not merely a contractual interest. 

Farmouts, or Farm-ins, are therefore properly included within the scope of a compulsory pooling 

order and for purposes of calculating working interest control. In Case Nos. 11666 and 11677, the 

farmout at issue was an assignment of a portion of the working interest owned in the NE/4 of 

Section 20 and was entirely within the proposed spacing unit.6 Longfellow is mistaken in its 

assertion that attribution of a farmout interest in the calculation of working interest control supports 

its position.  

 
6 See Tr. 21:10-14 (stating that the “KCS Medallion has obtained a farm-in” from Kerr-McGee’s 
leasehold interest in the NE/4 of Section 20): 
https://ocdimage.emnrd.state.nm.us/Imaging/FileStore/santafeadmin/cf/ada-03-
00398%20case%20files/ada-03-00398%2000001-10000/11666_07997.pdf.  
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B. Case Nos. 12922 and 12943 

Longfellow contends that the Division similarly adjusted the working interest control in 

Case Nos. 12922 and 12943 to account for contractual interests, but a review of the record reveals 

that the interests used to calculate working interest control were all “Leasehold Owners.” See Great 

Western Exhibit 3;7 see also David H. Arrington Exhibit No. 2.8 Critically, these cases do not deal 

with the circumstance where there is a partially overlapping JOA at all. Therefore, inclusion of 

contractual interests in compulsory pooling and for purposes of calculating working interest 

control was not even an issue addressed in the proceedings or the resulting order. Longfellow 

appears to have relied on the use of the phrase “adjusted working interest control” in Order No. R-

11869 without first undertaking a review of the facts to determine how that expression was being 

applied. The record clearly reflects that contractual interests were not at issue in the case, and only 

leasehold owners were subject to pooling and considered for purposes of calculating working 

interest control. 

C. Case No. 15433: The Matador Case 

Longfellow misapprehends the significance of the Division’s ruling in Order No. R-

14140 that a partially overlapping JOA does not constitute an agreement of the parties to pool 

their production within a proposed horizontal well spacing unit. See Resp. at 7-8. In the simplest 

terms, it means that a partially overlapping JOA does not constitute a commitment of the parties 

to a proposed horizontal well spacing unit. That means the contractual interests derived from the 

partially overlapping Puma and Aid JOAs that Longfellow seeks to include in its working 

 
7 https://ocdimage.emnrd.state.nm.us/Imaging/FileStore/santafeadmin/cf/ada-03-
00448%20case%20files%20two/ada-03-00448%200001-9715/12922_8452.pdf.  
8 https://ocdimage.emnrd.state.nm.us/Imaging/FileStore/santafeadmin/cf/ada-03-
00448%20case%20files%20two/ada-03-00448%200001-9715/12922_8469.pdf.  
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interest control calculation cannot be attributed to Longfellow because they have not committed 

their interests.  

As discussed above when addressing Case Nos. 11666 and 11677, the Puma and Aid 

JOA contractual interests have not committed to the 480-acre spacing unit via the partially 

overlapping JOAs, but also have not separately committed their interests by executing a new 

JOA for the 480-acre spacing unit with Longfellow as operator nor have they submitted a letter 

declaring support for Longfellow. Setting aside the fact that the contractual interests are not 

subject to compulsory pooling and, therefore, should not be included in determining working 

interest control, the Division has no basis to attribute the Puma and Aid contractual interests to 

Longfellow in this case. 

Skipping over this dispositive problem, Longfellow contends that the fact that the Puma 

and Aid JOA contractual interests remain uncommitted supports their position that such interests 

must be force pooled. Resp. at 8. This contention contradicts the express language of the Oil and 

Gas Act, which limits compulsory pooling to owners of a mineral interest. See, supra. 

Longfellow cites to the standardized language of pooling orders—that they “pool[] all 

uncommitted interests, whatever they may be”—but ignores the fact that the orders limit pooling 

to interests in the underlying oil and gas within the unit. See Order No. R-14140 at ¶ 22. 

Contractual interests do not own an interest in the underlying oil and gas minerals. Longfellow 

also ignores the long history through which the Division’s ordering language has evolved but is 

nevertheless tied to and limited by the controlling language of the Oil and Gas Act. See Spur 

Closing at 9 (citing orders from oldest to most recent). Only owners of a mineral interest are 

subject to compulsory pooling.  
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CONCLUSION 

For the reasons stated, the Division should approve Spur’s application, designate Spur 

operator of the proposed horizontal spacing unit, and deny Longfellow’s competing application. 

 

 
Respectfully submitted, 
 
HOLLAND & HART LLP 
 
By:  /s/ Adam G. Rankin  

Michael H. Feldewert 
Adam G. Rankin 
Kaitlyn A. Luck 
Post Office Box 2208 
Santa Fe, NM 87504 
505-998-4421 
505-983-6043 Facsimile 
mfeldewert@hollandhart.com 
agrankin@hollandhart.com 
kaluck@hollandhart.com  

 
ATTORNEYS FOR SPUR ENERGY PARTNERS LLC   
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CERTIFICATE OF SERVICE 
 

 I hereby certify that on August 20, 2021, I served a copy of the foregoing document to the 
following counsel of record via Electronic Mail to: 
 
 

Sharon T. Shaheen 
Ricardo S. Gonzales 
Montgomery & Andrews, P.A. 
Post Office Box 2307 
Santa Fe, New Mexico 87504-2307 
(505) 986-2678 
sshaheen@montand.com 
rgonzales@montand.com 

 
Attorneys for Longfellow Energy, LP 

 
Dana S. Hardy 
Michael Rodriguez 
Hinkle Shanor LLP 
P.O. Box 2068 
Santa Fe, NM 87504-2068 
Phone: (505) 982-4554 
Facsimile: (505) 982-8623 
dhardy@hinklelawfirm.com 
mrodriguez@hinklelawfirm.com 
 

Attorneys for ConocoPhillips Company 
 

 
/s/ Adam G. Rankin    

Adam G. Rankin 
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