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July 3 1 , 1953 

M r . W. T . Ho l l i s 
P roduc t ion Superintendent 
E l Paso Na tu ra l Gas Company 
P . O. Box 997 
Fa rming ton , New Mexico 

Dear S i r : 

Receipt is acknowledged of plat and waivers that were 
necessary f o r the approval of your Notice of Intent ion to Change 
Plans f o r the No. 2 Yager Pooled Unit i n the N W / 4 of Section 
6, Township 30 N o r t h , Range 11 West. 

Approva l is hereby given to deepen the above w e l l to the 
Mesaverde f o r m a t i o n . 

V e r y t r u l y y o u r s , 

cc: M r . E m e r y A r n o l d 
O i l Conservat ion Commiss ion 
P . O. Box 697 
Aztec , New Mexico 



I CERTIFY THAT THIS IS A TRUS AND EXACT PHOTO­

COPY OF THE OrJGINAl NiGATIVe AND WAS MADE BY Ml 

TH.S _ ^ 2 DAY OF ^ ? 7 # ^ } 

B. & R. SESVICs CO. 
FARMINGTON, N£W MEXICO 



(R«nwi T/1,'52) 

NEW i«£XICO OIL CONSERVATION COMM. ION 
Santa Fe, New Mexico 

MISCELLANEOUS NOTICES 
Submit thii notice in TRIPLICATE to the.pistrict Office, Oil Conservation Commission, before the work specified is to begin. A copy will be 
returned to the sender on which will be given the approval, with any modifications considered advisable, or the rejection by the Commission 
or agent, of the plan submitted. The plan'as approved should be followed, and work should not begin until approval is obtained. See addi­
tional instructions in the Rules and Regulations of- the Commission. 

Indicate Nature of Notice br Checking Below 

ILLEGIBLE 

NOTICE OF INTENTION 
TO CHANGE PLANS 

X NOTICE OF INTENTION TO 
TEMPORARILY ABANDON W E L L 

NOTICE OF I N T E N T I O N 
TO D R I L L DEEPER 

NOTICE or INTENTION 
TO PLUG W E L L 

NOTICE OF INTENTION 
TO PLUO BACK 

NOTICE OF I N T E N T I O N 
TO SET LINER 

NOTICE OF I N T E N T I O N 
TO SQUEEZE 

NOTICE OF INTENTION 
TO ACIDIZE 

NOTICE or I N T E N T I O N 
TO SHOOT (Nitro) 

NOTICE OF INTENTION 
TO G U N PERFORATE 

NOTICE OF I N T E N T I O N 
f O T H E R ) 

NOTICE OF I N T E N T I O N 
( O T H E R ) 

OIL CONSERVATION COMMISSION 
SANTA FE, NEW MEXICO 

Gentlemen: 

(PUea) (D«U) 

Following is a Notice of Intention to do certain work as described below at the.. 

. I?LI?M*.! I*^^ 
(Company or Oparator) 

Well No 2 

'A fiLW. YA of Sec. 
(«0-ae» aubdiyiaton) 

Juan 

.6 > T JON _ 

...County. 

.., R...M?T. NMPM., 
<uau> 

Pool 

FULL DETAILS OF PROPOSED PLAN OF WORK 
(FOLLOW INSTRUCTIONS IN THE RULES AND REGULATIONS) 

Thi* v»U a u bnen drilled to a total death oi 2293* through the Pietured CUffe 
and foeuet ana-productive la thia formation. 

U i a to change elan a in tha following manner: 

1. To drill thia wall throngh the aieeararda fomaatien. 
2. Te ee* 5" O.D. liner at 41W total depth through aaeaavarde aeSe'. 
3. Ta tfntrt lower hieeaverde with aavreadnaately two emarte 1. U. Q. par 

The W/2 of Sac tion 6 will be dedicated to thle well 

AflfHiOVQd.. 
Escept m k&owt: 

.11. »J2 



so >T2 

CO. 



MEMORANDUM FOR FILE IN CASExfcfcx 706 

In the Commission's date f i l e 5/1/53 to 9/15/53 is a le t ter frora R. R. Spurrier 

to VJ. T. Ho l l i s , Production Superintendent El Paso Natural Gas Company, acknowledging 

receipt of waivers and plat, and granting approval to deepen well to Mesaverde formation. 



C Y R U S H. J O N E S . 1 8 6 6 

T H O R N T O N H A R D 1 E 

A L L E N R. G R A M B L l N G 

B E N R. H O W E L L 

H A R O L D L . S i M S 

W I L L I A M B . H A R D I E 

J O H N A . G R A M B L I N G 

R . H. F E U I L L E 

J O N E S , H A R D I E , G R A M B L I N G & H O W E L L 
ATTORNEYS AND COUNSELORS AT LAW ,t \ \ tA fi 

S E V E N T H F L O O R B A S S E T T T O W E R 

EL PASO, TEXAS 

April 23, 1954 1954 A 

mririCE OCC 

i i : 51 

Mr. R. R. Spurrier 
Oil Conservation Commission 
Santa Pe, Mew Mexico 

Dear Mr. Spurrier: 

We enclose seven Applications for Compulsory Communitization 
involving wells d r i l l e d i n the Mesaverde formation i n the San Juan 
Basin area. The parties affected by the application of El Paso 
Natural Gas Company are: 

Saul A. Yager, 613 Oil Capital Building, Tulsa, Oklahoma; 

Marian Yager, c/o C. H. Rosenstein, McBirney Building, 
Tulsa, Oklahoma; 

M. E. Gimp, c/o Zales Jewelry, 1606 Main Street, Dallas, Texas; 

Morris Mizel and wife, Flora Mizel, 101 W. Cameron Street, 
Tulsa, Oklahoma; 

Sam Mizel, 101 W. Cameron Street, Tulsa,Oklahoma. 

Will you kindly send receipt for these Applications, advising 
the writer of any further requirements and set the cases for 
hearing at the May regular hearing ( i f time permits) and give the 
appropriate notices. 

Thank you for your cooperation and consideration. 

Yours very t r u l y , 

BRH/s 
enc. 
c-El Paso Natural Gas Company 



O I L C O N S E R V A T I O N COMMISSION 
P. O . B O X 8 7 1 

SANTA F E , NEW MEXICO 

April 30, 1954 

TO: 3aul A* *•«•**» 613 Oil Capitol Bldg, Tnlee, Cltla.j 

iferian Tager, e/o C. H. Koeeaateln, tfeBirney Bldg, Tulea, Okla.j 

M. £. Giap, e/e Zale'e Jewelry, 1606 Hats Street, Bella*, aex.f 

Horn* lUael aaa wife, flora Miael, 101 w . Caaeron St., 
falaa, Oklahoeaj 

Sam ttLeel, 101 W. Cameron Street, Tulea, Ocla. 

We hand you herewith ooplee of legal notioee of publication a* sent 
out on thia dat* by th* Ban nenlco Oil Conaervatlon Criiml lelon. the** 
ara concerned with Ce*** 706 through 712,. incl., which will be heard 
at the regular Hay 19, 1994* hearing of thie Cowalaeion at 9 a.a«, 
Habry Hall, Stat* Capitol, Santa fe, New Head**, upon application* of 
XI faao Statural &a* Coapany. 

Vary truly yonr*, 

R. a. Spurrier, 
BRSinr Secretary - Director 

Sent Via Registered Kail (Return receipt) 

ILLEGIBLE 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA FE, NEW MEXICO 

April 30, 1954 

Hr* Ben Howell 
Jones, Bardie, Granbling k Howell 
Seventh Floor Bassett Tower 
El PASO TEXAS 

Dear Sirt 

As requested in your letter of April 23, 1954, the seven 
applications for compulsory pooling whieh you submitted 
on that date in behalf of 11 Paso Natural Qas Coapany have 
been set for hearing on hay 19, 1954* 

Notices have been issued this date which will cover the 
oases in Santa Fe and in San Juan County. We are alao 
sending copies of notions in a l l cases to the parties af­
fected by the application whose interests have not beea 
yet ascribed to the unit. These are being sent registered, 
with return receipt requested. 

Very truly yours, 

RRSjnr 

R. K. Spurrier 
Secretary - Director 



OIL CONSERVATION COMMISSION 
P. O. BOX 8 7 1 

SANTA FE, NEW MEXICO 

May 3, 1954 

Mr. Saul Tager 
613 Oil Capital Building 
TULSA, OKLAHOMA 

Dear Sirs 

Ae you requested in our telephone conversation on this 
date, I aa sending you herewith copies of E l Paso Natural 
Oas Company's applications (and eoanunitization agreemants 
in connection therewith) in Case* 706 - 712, incl., as 
scheduled for hearing before this Commission at the regular 
Way 19, 1954, hearing. 

Since these are part of our permanent records, we will greatly 
appreciate your return ef these documents prior to May 19. 

Very truly yours, 

R. R. Spurrier 
Secretary - Director 

RRSmr 

Encl. 



May 6, 19Sk 

Mr. Ben h . Howell 
Jones, Hardie, Grambling and Howell 
Attorneys-at-Law 
7th Floor, Bassett Tower 
El Paso, Texas 

Re: Applications of Paso Natural 
Gas Company f o r compulsory 
communitization 
Cases 706-712, I n c l . 
Before the O i l Conservation 
Commission of New Mexico 

Dear Mr. Howell: 

At my request, Mr. R. R. Spurrier, Secretary-Director 
of the New Mexico Oil Conservation Commission has sent me 
copies of El Paso Natural Gas Company's applications, and 
communitization agreements i n connection therewith, attached 
to each, l n cases 706-712, I n c l . , f o r my examination. S'nce 
these are a part of his permanent records, Mr. Spurrier has 
asked that I return these documents to him p r i o r to the hearing 
which i s set f o r May 19. 

W i l l you be kind enough to furnish me copies of each of 
these applications with the communitization agreements l n 
connection with them, so that I may have them f o r my f i l e s . 
I f you can f u r n i s h me two copies of each I w i l l c e r t a i n l y 
appreciate that. 

Thank you. 

Sincerely Yours, 

Saul A. Yager 
SAY:rb 
CC:R. R. Spurrier 

Secretary-Director 
New Mexico O i l Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

AIRMAIL 



S A U L . A . Y A G E R 

A T T O R N E Y A T L A W 

6 1 3 O I L C A P I T A L B U I L D I N G 

T U L S A 3 , O K L A H O M A 

>•••>! '~: ! 1 . J U. OCC 
May 6, 195U-

Mr. R. R. Spurrier-
Secret ary-Di rec t o r 
New Mexico Conservation Commission 
Santa Pe, New Mexico 

Dear S i r : 

Receiot i s acknowledged of your l e t t e r of May 3 w i t h 
the enclosed cooies of E l Paso Natural Gas Company's a p p l i c a t i o n s 
and communitization agreements i n connection t h e r e w i t h i n 
cases 7C6-712, I n c l . 

I n view of your request t h a t these be returned t o you f o r 
your permanent records, I have w r i t t e n t o Mr. Een R. Howell 
at E'l Paso, Texas, a t t o r n e y f o r the E l Paso Natural Gas Company, 
f o r copies f o r my f i l e s . A copy of my l e t t e r t o Mr. Howell i s 
here enclosed. 

Do you have any o b j e c t i o n t o ray keeping the copies which 
you sent me pending the f u r n i s h i n g of copies to me by Mr. Howell? 

Thank you. 

Sinc e r e l y Yours, 

SAY:rb 
encl-1 



May 10, 195U 

Mr. Ben Ft. Howell 
Jones, Hardie, Grambling and Howell 
Attorneys at Law 
7th Floor, Bassett Tower 
E l Paso, Texas 

Re: Applications of E l Paso Natural 
Oas Company before the New Mexico 
Oil Conservation Commission 
cases 706-712, In c l . 

Dear Mr. Howell: 

Because of conflicts with other matters and also 
inability to be prepared, we find that we w i l l be unable 
to go ahead with the hearings of the above matter set 
before the commission for May 19, and we are today writing 
to the Commission requesting that the hearings be con­
tinued for 60 days. We trust that this w i l l be agreeable 
with you. 

Yours Very Truly, 

Saul A. Yager 

SAYirb 
CC:Mr. P.. H. Spurrier 

Secretary-Director 
NQW Mexico Oil Conservation Commission 
Santa Fe, New Mexico 



MAIM OFFICE OCC 

tow 1 ? pn t : 44 

S A U L A . Y A G E R 
A T T O R N E Y A T L A W 

6 I 3 O I L C A P I T A L B U I L D I N G 

T U L S A 3 , O K L A H O M A 

May 10, 195U 

Mr. R. R. S p u r r i e r 
S e c r e t a r y - D i r e c t o r 
New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

Re: A p p l i c a t i o n s of E i Paso Natural 
Gas Company before the New Mexico 
O i l Conservation Commission 
cases 706-712, I n c l . 

Dear S i r : 

because of c o n f l i c t s w i t h other matters and also 
i n a b i l i t y t o prepare, we f i n d t h a t we w i l l be unable t o 
go ahead w i t h the hearings of the above matters set before 
the Comraission on May 19, 1951+ • We r e s p e c t f u l l y request 
t h a t the hearings be continued f o r 60 days. 

I t w i l l be appreciated i f you w i l l advise me i n the 
enclosed a i r m a i l s p e c i a l d e l i v e r y r e t u r n envelope. 

Thank you. 

SAY:rb 
encl-1 
AIRMAIL SPE.CIAL DELIVERY 

CC: r. Ben R. Howell 
Jones, Hardie, Grambling and Howell 
Attorneys at Law 
7th F l o o r , Eassett lower 
c l Paso, Texas 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

May 12. 1954 

Mr. Saul A. Yager 
Attorney at Law 
613 Oil Capital Building 
Tulsa 3, Oklahoma 

Re: Cases 706-712, Inc. 

Dear Mr. Yager: 

Reference is made to your letter of May 10th to Mr. Spurrier 
pertaining to the above captioned cases. 

The Commission has advised me that it ie unable to commit 
itself on a postponement of these cases. In order for your request 
to be considered it will be necessary for you or your representative 
to be present on May 19th to make a formal request for continuance. 

Yours very truly, 

WBM:vc 

W. B . Macey 
Chief Engineer 



J O N E S , H A R D I E , G R A M B L I N G & H O W E L L 
A T T O R N E Y S A N D C O U N S E L O R S A T L A v / 

C Y R U S H . J O N E S . 1 8 6 8 - 1 9 5 2 

T H O R N T O N H A R D I E 

A L L E N R. G R A M B L I N G 

B E N R. H O W E L L 

H A R O L D L. S I M S 

W I L L I A M B . H A R D I E 

J O H N A . G R A M B L I N G 

R. H . F E U I L L E 

SEVENTH FLOOR BASSETT TOWER 

EL PASO, TEXAS 

June 10, 195^ 
3 

Mr. R. R. Spurrier 
New Mexico Oil Conservation Commission 
Santa Fe, New Mexico 

Dear Mr. Spurrier: 

We enclose four copies of brief f i l e d on 
behalf of El Paso Natural Gas Company in cases 
numbered 706-712, upon which hearing was conducted 
in May. Each party was allowed u n t i l June 15th 
to f i l e b r i e f . 

A copy of this brief has been sent to Mr. 
Campbell and to Mr. Yager. 

Yours very t r u l y , 

JONES, 

BY 

Ends . 



BEFORE tWi 

Ui„ CONSERVATION COfOJSSIOli 

OF TES STATE Of HW MEXICO 

IM fHS MATTER OF APPuICAflOMS } 
OF PASO WktmiAL OAS COMPANY ) Cases numbered ?Oc-
FOR OOMPUi-Ssaay COI&fGiilfmRflOS ) 712, both inclusive 
or Bmm TRACTS : 5 

TO THS HONORABLE COMISSION: 

El Paso Natural Gas Coapany subsaita this written brief 

in support of its position, ss announced ©n hearing, fhe 

seven cases were heard together, and in the view of Applicant 

ere governed by the easae principles. 

The undisputed evidence adduced upon the hearing reveals 

that £1 Paso Natural ass Coapany and other lessees owning a l l 

of the leasehold interests in seven tracts of land comprising 

320 acre (or approximately 320 seres in case of irregular 

sections) half sections of land a l l agreed ts eoasunifcise or 

pool the leasehold interests for the purpose of drilling a gas 

well to the Mesaverde Formation within the boundaries of the 

Blanco-Mesaverde Oas Pool, as established hy tne Conwiission. 

The trecta will be referred to hy identifying the well, 

fhe undisputed evidence reveals that the dates operations were 

coeaenced or. each well are as follows: 

Case Me. 70tt Yager Pool Unit #2j spudded iiareh 17, 1953 
(Pictured Cliffs test); notice of intention to 
dril l filed March 17, 19531 CostBission approval 
March 23* 1953i re-working to test Mesaverde 
commenced August 31, 1953* authorised by 



Case UQ. 708:" 

caae Mo. 

caae Ho. 710:' 

Caae »©. 711: 

Case Ho. 712 i 

CosaBission August 3, 1953I completed September 
20, 1953. 

Yager Fool Unit #1; spudded Harch 2, 1953? 
notiae of intention to dr i l l approved by 
Coaalssion February 19, 1953i completed Msrch 
25, 1953. 

Meal #3 wellj spudded August ?, 1953* notice of 
intention to drill approved by Coamission August -
3, 1953; completed August ta, 1953. ^ 

Calioway Fool unit wellj spudded July 12, 1953; 
approval granted by Cowaisslon -June 2, 1953i 
completed July 30, 1953* H_ • 

Marcotte Pool Unit #1; spudded August 30, 1953; 
approval of notice of intention to dr i l l granted 
August 25» 1953* coapleted November 13, 1953. 

Heaton #3 well. Spudded Harch 2?, 1953; approval 
of notice of intention to dr i l l granted Harch 9, 
1953; completed April 28, 1953-

Xoch Pool Unit #lj spudded August 30, 1953; 
approval of notice of intention to drill granted 
toy U.S.G.S., August 14, 1953i completed November 
9, 1953. 

Reports and records of the Commission reveal that gas was being 

produced freer Yager Fool unit #1 well, Ileal #3 well, Calloway 

Pool #1 well, and Heaton #3 well on August 31* 1953* and that 

drilling operations were then in progress on each of the other 

three wells (Transcript pp. 26-32, inclusive). 

She evidence is uncontradicted that one gas well in the 

Mesaverde Foraation in this pool will drain 320 acres, and that 

failure to pool or eossauoitise severally owned tracts into drilling 

units of 320 acres would deprive ease of the owners of leases of 

their opportunity to recover their fair share of the oil and 

gas (frsnscript p. 36). 

The Commission has already mede a aiailar finding of 



fact, and hits designated the regular drilling unit and wen 

spacing in the Blanco-Kesaverae for wella drilled to the Mesa­

verde Formation as 320 acres. the Coraiission^s Order R-110 

constitutes a determination by the Commission of this fact. 

fhe applicable laws and regulations are as follows: 

Mew Mexico Annotated Statutes! Section 69*213$, subsections 

(b) and (e)i Section 69-230, subsection (e) is as follows: 

"Owner asans the person who has the right to dri l l 
into and to produce fro© any pool, or te appropriate 
the production, either for himself or for himself and 
another. 

General Rule 102, adopted hy the Coaaisalom, requires filing 

of notice of intention to d r i l l . 

Your Applicant contends that the pooling or eocununlt Uation 

into drilling units of 320 acres as shown on the approved notice 

of intention to dr i l l , and presently contained within the 

Commission records, was accomplished and became effective 

leased lately upon approval by the Coaalssion of the proposed 

drilling tract. When notice of intention to drill was filed 

pursuant to the rules and approved by the Cessiission, only the 

person filing such notice could begin drilling operations on the 

land ©©omitted to the proposed well as described in the notice. 

The undisputed testimony reveals that the *owners , as defined 

in the statute, had agreed to pool or coaaunltize the leasehold 

interests covering each 320 acre drilling block. 

Your Applicant contends that no further agreeaent by 

royalty owners was necessary to effectuate a pooling when such 

pooling was pursuant to and cooplied with the established spacing 



unit. In the drilling and spacing of walla tha laaaaa 

represents the royalty owners. 31-a Tex. Jur., Seetion %fo. 

Your applicant recognises that operators, in the absence of 

judicial determination and interpretation of the applicable 

statutory provisions in this State have obeyed the counsel of 

caution, and have followed the practice of obtaining consent 

from royalty owners to pooling or community ing separate leases 

into a drilling unit. Regardless of such practice, the leasee 

has the legal right and is the oaly person who has the legal 

right to conduct drilling operations during the ter® of the 

lease. The applicable statutory definition of owner, as quoted 

above, refers to the lessee, and only to the lessee. Therefore, 

the statutory languages 

"The pooling of properties or parts thereof shall be 
permitted, and, if not agreed upon, say be required in 
any case when and to the extent that the saallness or shape 
of a separately owned tract would, under tha enforcement 
of a uniform spacing plan or proration unit otherwise 
deprive or tend to deprive the owner of such tract of the 
opportunity to recover his Just and equitable share of 
the crude petroleua or natural gas, or both, in the 
pool; . . . " 

refers to lessees, and not royalty owners. 

Similar statutory provisions have been construed by the 

Supreme Courts of Mississippi and ijoulsiaaa. Superior Oil Co. 

v. Beery» 59 So. (2d) 85, 59 So. (2d) 8*4j Hmoble Oil h lsfinin& 

Co. v. Hutchlna, 59 So. (2d) 103, 64 So. (td) 733; both by the 

Supreme Court of Mississippi1 Salth v. Holt. &7 So. (2d) 93, by 

the Supreme Court of Louisiana. 

If these cases are followed by the Mew Mexico courts, 



R3 action by the Commission would be necessary, as the pooling 

of leases was accomplished when the Commission approved the well 

location and the dedication of 320 acres to that well. In tha 

absence of judicial determination, your Applicant requests that 

the Coatriisslon enter an order in each of these cases determining 

that the 320 acre cooaunitized or pooled unit was actually 

effected on the date of approval of the notice of intention to 

d r i l l , and that such order find that a regular 320 acre location 

for a gas well has been oade, and that an appropriate unit for 

production of gas has existed at a l l tiaes since auch date. 

Your Applicant recognizes that issues aa to leaae 

termination or title are not before the Commission, and that 

such issues will be determined before the Courts. Your Applicant 

does request that the Coaalssion determine the effect of its 

rules, and by order declare that s pooled or aoaasunitised unit 

has existed as to each well since the Commission's action 

approved and ratified the agreement of the owners to combine 

the several leasehold interests. 

Respectfully submitted, 



5 ; 

BEFOEE THE 

OIL C0K3ERVATIGH COWOSSIOH 

QF THE STATE OF HEICO 

IS f f f i KA.TTMl or APPLicmais 1 
Of EL ?A30 1JOTIAL &m QmfkM } Cases number^ 706-
FOH COM: Uk-iOHY CtM'iUNITÎ ATIOH ) 712, both inclusive 
OF SfiffSN THAOfSt > 



MXiM£BS®B S81W 
m on* coxssttTftndi ccngisiixcM or lattico 

On e^tsaUr 1, l % i Sattl A* In§ar and Harlan fagsr, 

hi* alfa, tssjeutsi f«rtain o i l and gaa Ibises identical im foitt, 

covering eertaitt l«u*is has*ia*ft*r d*acr 1 bad, situated ia Saa Juan 

County, î w Hsxi##» I&n* ©f thss* lemmas contain* any authority 

t© tha lasses or his successors or isaigna to pool any af the 

atresia described with any other acreage aor does aay ©f th« 

leasts contain ^ ^ M . ^ t a P I 1 1 clauses. Issjt of tha leases, la 

adaltion to the eustoisary tares, eoataiws the following provision: 
nTm words »«omencaoseat of a «p wmAm ef 
like iapart, wherever used in Oils le&se, snail 
laaaft̂ taa actual apu,iAin^»ln of a wall for o i l or 

Wmh of these lasses waa for a tarn of five yaar* free* 

the data of aaocutlsft aad -*s long thar**fter sa oi l sr ins ©r 

either of than w»a ^rodue«4 fro* the laaaa4 laadU Tha descri .tion 

ef tha L-nc covared by ©i«a of tha leases uritn refer«»c« to taa 

eases a®w pending before the Coaaission i s m follows! 

(II 
mkmk. ( I I H 4) of Station 6, Ty^ship >0 Horth, 

f̂eiaa^Siwfc -^3L ŜP̂ â Bflpf # â wvj@^ -4P^@^WS^ €̂ Ŵ S2Mt*̂ &iJĴ  t aa^PKf jpfePwâ L^S f̂î  a 

U~?5 
( 2 ) 

S « | ^ i {Lot 4) of Section |1» Township >1 iferth, 
tap U Wast, Sam Juaa County, Item Stexieo. 
41.>2 acre* aora or laa*)* 

(3) 

af SecUon I f , to**sJai» 31 fttertfc* 
lan^a 11 Waat, San Juan County, Saw testis©, 

or lass* 

(4* 

iiWfi aai tha Wlmk> H43W4 of Section 27, 
^ » a ^ ^ | 2 . Horth, lings 11 last , San J u ^ County, 

160 aerea mm ar lass 

ILLEGIBLE 



Mmm West, Saa Jaaa Couaiy, Bew Me* 
40 • 

<6) 

mmm mt Saetion n> 
31 Worth, usage U Hast, sin Jaaa GmiRty, 

X60 mmm mm ar lass» 

17) 

i N W t t of Saatioa 3, Tmmship |# gorta, 
ftaaya) 10 Hast, San to* County, 5f« - -
10 aaraa aare ar lees. 

Om I#va«to#r 9 t I f f l the Oil iaaaarfation OaaaiUateft* 

in Caae No. 317* iaî uec ita M a r Ma* a-110, setting up rules aad 

rapdatiom* applying to naUa thare-iifter MJlsa- ia th© Mesa verda 

faol ia tha Blaaa© area, ftara aaa aat thaa, ami there ia not 

saw, aay jprevatlosd&g ©f gas la thia M L , ?Ma artiar contained 

taa fallowing pvartaiaaa which mm pertiaamt ta the aaaa® hare 

lavalvais 

•Section 1. Hi i#*U snail tea o**tta* or aaf»»lat«e aaa 
moj^iae of Itttaatioa to P r i l l or grilling rarait shall be a*s*mg, 

"(a) Such wall be locates4 oa a des is ted i r iHiaa 
unit of m% Urn thus tars* huadr«d t*oatr CiaiTaariia of l S 3 t 

or tea** aeaarAiag ta legal subdivision at taa United Statea U 
iarvaya. i» s*h|sa unit a l l taa interests mm mmmUMUA br pooling 
agreeaaBt or otharwtsa &a* ©a whlnh ao other wall i s aoaplatair^^ 
ar aafvawl for eas^latian* ia taa aaalf * 

„ ^ ! ^ i # a 3. f*M**te» Unitst taa proratiaa uait shall 
j^aaiist of m mmm af M « *fff* fstom* States Saaaral Î aa* 
Qffice Survey ha If-section aai (b) the approximate mm malt 
•hall fallow the uau^l legal subdivision of tbe isasral UaA Office 
Sactloa Snrtam aaa where proration unit* Ma along taa adg» of 
field bout̂  .ries describe* ia Action 1 abova, exce-tiSno aaalFaa 
mm£B*m* la taat aaatiaa^sa trasta af «pfta*£aa - - -
following re#iUr Unite* States General UMmttm 
aay be e l « s « 4 as proration aalts. 

*^ 4 ! i 5 i f f ® 1 ^ of pf)faTtla» ar i»rts tharaaf 
saaU fee as******, aa* i f not agreed u^n any be rafuirai ia. i 
mm asaa aad to taa extent that tea ss&allnesa or Aaaa of a 
sepirataly owns* traat aaaM. nactar taa enforcement mi tH* wmttmm 
spaaiag plan af pror tion waita, otherwise deprive or teas to deprive 
t b aaa»r of mmAjumtm af tha opportunity ta rseaver a*?laa*eaaV 
eqult*ble sfeara of the crude ^trolewa a i l *a* aatarsl a** te 'ta* 

taly l i e aaraa, 
ftaTtaa) s^iislsioaa 

pool; provided, that taa owaar of any tract ttot i s ssail«r thaa 
taa drilling uait ostabliehen far th. fiald, ah^ll w t be .idSrtvsd 
Of ^ m w i m ^ p m M aaj| ']aas4M ' ^ 

without waste| @at ia aaaa aaaa tha allowable production tmm 
treat, aa aoatparad with tha allowable production timmimm U 

mm trast mm . f a l l aait* jshall in taa ratio of tha araa of 
tract to tae mmm of a f a l l aalt of 3S» aaraa»w 

ILLEGIBLE 



tfca tmm sittmtisa with mtmmmm m #aa% «ff mmm mmm 

sad laaaaa* aa aaftai ai*m, differs ia aavatal rssatjwects, *M for 

the pa^sa ©JT attawfstifig m mmg tha mm%mm s*ra£*js*, the fteata 

at* est • ut ty ansa wiifawra* 

X**««ft §#vwiiig a U fet* Let 4, i*ia* Is *** fug** 

*asa«§t* eascaiaad piaiia§ aJjwiea ®r W«MJ Fa4*;na lamaaa* * well 

*«s aa^ta«a4 aa taa f«i§*r ^ram^ oa tier** I f # if$»« M a *** a 

!*a*a**i CUff asU, «s4 la aaa SaMaa af JattaattkK ta Srtl l aa*|r 

tea «¥$ wm& Mieatt* to taa aatt tajusmife aa t M « ana 160-^cra 

seeing i» tha araa far raattm* wlla* fet* «*U lata 

mpmmmiy my ta taa Hmmmi eUi i mmmim mm mm *«tip«r«rily 

stent ia , Aaaastfla* ** taa t***Jaa*a; ©f flr» (rags I i $r) far* 

•iaaiaa ws r««*i*ai fr#n th* «aa*£a*laa i m m wm$3im&m iaaattea 

mm aa aoavart %ai» ta a mm fanto wtU la aaa flat af taa ****!*«• 

ffaara ia mm ladi****** af latia* ®r haarlaa; aa tMs aa»t*4a*tsx 

iecasiam* Vhtm i^taaaa t*«U2a**1 {mm tt **i **** aaa **U ***% 

w*# agaitt start e€ oa August 31, IffjU It aaaa*!* he ***** im atad 

that tbl* laaaa tais**** ar %®mm #a *a*ntfsjs*t August 31, if§3 

aaUs* a w»U ttad aaaa •aa****** fspttMsd ia> jw?i»r t# t*** <***# 

#ai h$*S** 

^rnm ara tara* laaaaa lavalvai M tids aaaa* t*a af 

ta#s* aaa fmimml laaaaat taa ataar is tha Iai*r %»®m wktalt contains 

aa aaaliag cla**** A ma a^ttaaaai an taa fe§*r tra** aa 

mmM a, 195J a**' #w*si*t«d aa M*ra« as, lf$£* ** Mat Ms* taa 

wall wm mmmmmA aU *f taa lo***w*t* ia tha ***** teat aat aaaa 

a**&*a* m mm» ta aaaa IMN» Ml***!****' by M a r a-110. fla 

****** af XBt**tla* te mmX mm flUA im fatem^, t$& aai ajjfa^wd 

*^ter»ry If , 

ftwsrs ara «aa l#»sa# iaaalaaji Ut t&i« «aaat naa 

af *t*ia% ia « l̂ saaral Imm mmrim 3a%© aaraa, aaal taa #ta«r 
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ia the &»«*** lea** nf Ta^sr**, ahicfe c atains no pooling clause* 

A wall was ©«s«®f***<l August Iff!* withal pooling sf a i l ths 

iatarasts in the unit as coateaplAted fey Order a-110* This *sll 

stt a***Xat*d August 22, 1953. The wall was skills* on a portiaa 

of thai Tager iaiis** 

(4) flea* Ito* 709 

fmm -&m mix. l*a*a* involved in this case, a l l nf then 

halm fee leases* Fiv* sf these laaaaa coats ia pooling el* uaea, 

but tha lager leas© does sot eontaia aaeh a clause, A aall wm 

%mmmm&. on July 12, 190 without taa pooling of a l l the interests 

as aaattaâ Oatad oy ©rder 2-110, aaa ws* completed July 3®, 

Thia wall w«s aat drilled anon aay jwrtiaa of taa fagsr traaa* 

Taa Jfetis* af Intention to i r t l l *a* approved June a, 1953. I t 

should be noted that tha laaaa in mm la* 709 eovered 120 aorta 

outaide the unit* 

15) gj-ftf # . f l l ? | j 

fliers <ir# six fan lassos mi mm Moral laasa in thin 

aaaa* All of the fan laaa**, with the *aa*pti#a of taa Ia«er lease, 

eaataia pooling elans*** A wall *%* mmmmmA Aapust 30, 1953, 

prior to pooling all latarasts, as eaataaplatad ay M a r i>il$ f 

and aaa toaplatad Mova***? %$ t 1953* tm wall was not located aa 

any partla* of the lagar traat* It aawild ba bmm in aiad that 

tha Tager laaaa *s$irad by its terms on Augast 31f i f f ! unless a 

veil a*4 been #o»anoa4 an tha Tager load rior to that tin** 

W Cas* lis* 731 

Qua Mdorsl leas* aad two fa* 1****» mm involved in 

thi* ***•• Tha fa* lea**, other than th* Ta®ar lams*, ao***ia# 

« pooling elAusa* a well was co^enced Mama 27, 1913 arlor to 

pooling cf all iat«rtat*> a* eoatamolatad ay Qrdar *VU0, «*d aa* 

*ompl*%9& April at, 1913* Appro**! af the drilling **a ay tha 

0« $• Otologies! turvay on March f, 19£3* this laa** mmmA. 

40 a«r«* in the 3n*iSfii of Saatiaa 3t» *&i** *&* not within tha uait 

area and does not a»p**r he covered by the apflleatioa* The well 
involved in this case was not located on any portion of the Yager tract. 
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C7> C*— »®* 712 

f):\e FedisTal lens* aad f i t* fo* leases ar* lavslTad la 

this **•*• Ail of *a* £s* leas**, aa**?t tfe* lage* 1****, contain 

pooliag alalia*** A veil was oomn&ne&d m Aagnat %®$ i f f j witiiottt 

pooling of a l l iatars*** m conte©ai«ted by Order ti-110, and 

eô  plated iteiraaber 9» 1953• I t should a* notad taa* tha lager la*** 

aapjjpiitten dat* *** August 31, I f B * wil l **» no* «M31*4 

sa aay portion of the lagar %m®%* 

Bmm «tfSat ****** niter the n, r-sfil ex.lr^tio« date of 

the fag«r lassos, tbe Sl **** lataral Oaa §®?»i?««y fix**' appliaa* 

tiona iM Can** 706 through 712 b*fot*) tha oi l i*ns«r¥«tlon Co*~ 

asiasion of lew Kexlea, seeMag cvm?ul»ory coesaualtiastlon ar 

pooling af urn Tag*** aareagt vith ©ther tmat* ia. seven 3$3*«ar* 

drilliag units, «£*h th* exce tion of th* different faat aitaatiaa* 

jaatad abo*** to* *a*ll**tla** ia a*** of ta* mmm mm *ss**ti*lly 

the ***** In Case* 7®9$ 716* T i l aft* 712 ta* *pf»Ms«* ailagss 

that eert;Un r*j«*as£**&iaa* war* i a l « hy teal Tag** ia aaaaaatiaa 

with a pf«n**ad c^msuaitissati-n agr«na@at9 wii«a allegation* 1 

heli#v* to o« ompieteiy i**ntt*rial to %m witter mm before th* 

CoaaiaaloR. lata of th® a»fai«atA#aa requests ta* emwtmtm ta 

order Tager aaa othsr royalty aaaara ta pool thair iatsrests on 

the basis of & cocsmialtia tion agrsasiast -reared by £1 **** 

Mature! das feapany, at***h*d to th* afspliestiosa* X faal taa* 

under aa eimmm%®mm aaa* the Goa*&«*iaft hay* tti* ^<«r to order 

aay #«n*r of' aa intareat to enter lat© * {MurMaalar ooa^aitinatioa 

m§mmmm% e*n**lv*dl aaa pr*aar*d ty *a**rs of ©tnar interests. 

/ IT the ibsaalaai©* ha* th* o**ar of aaa^sotT pooliag I t mm ba 

V*aHMpeia**i ey an ordor of th* Goa****!**, sotting oat th* ter*** 

At the haaring bafor* tba Oil C»»**i*«tl«a ^^iaaian 

a*, Hay 19 # 1954* ©attain ttafceaants mm- mm by Mff***ntatlY** 

of i l mm ftatural Oaa Qmprnf whl**. mm%M b* in**rfso**t*d ia th* 

fttatoaamt af fast* Immmm mm tha entire picture i s not *@n#|*t* 

altaoa* r*T«r*a«* to thee* a*t**r»* tb* following *t*ta**nt* ar* 
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(p. 40 Tr) *X oaa ***** for the benefit ©f tm 0 
sad Mr* Tager what our position is, and utm* ws think is tint •suitable and just ml* to be adopted by ths Cowadsaion ia 
sauna** mien, pursuant to a* order which ha* **** adopted hy th* 
Coaniaaioa, an are* of 320 acres, as required by th* Cosaftiasion 
for a drilling sit*, ha* b**n dedicated ay aottw *f intention t* 
drill* i t is our position that that ha* effected th* conauaitiaati*n 
of that tract. How, in th* alternative* if the Commission shoal* 
see f i t not to enter aa order isaMng the coaawnitisations effective 
as of the mm th* notic* of intention to drill aa* filed, in th* 
alternative, i t vould appear that in th* seven ***** ** a*** two 
4Ŝ*vif*̂ftŜ î(̂ŜlM9̂  0 "îMs -ŝ ŝ̂Pijp ^̂ *̂ y*̂ î *̂  a#**%ŜfS<*§ ÎdÔlf̂r *$*$l *̂*̂S(̂  ̂*L̂N*̂Md̂*NŜ  3*̂A*̂jli *̂ f̂t((*̂*t 
perpetuated by drilling *#*r**lon* ****** to th* ©xpirstion of th* 
laaaaa* If the eo^aMnitlsatlon as t* th* other f**§• I * na* 
*ff**ti«* until thi* tt*»t we ash that tha Co«mis*ion enter m 
order ia th* *l***mta9a, *lthor paptttting as to complete tha 
units oa on unorthodox location. Since Kr* Tager and his group d* 

desire to Joia with - -us. why m sr* wlUing that thay keep 
their 40 acres in those waits. and that «*>•*> giren aa unorthodox 
^L^a^^P^^a^Ja^E^aV-^ iiESi, -^.3*^^a^a9Sa^^k"^3L^t^^ a, s)!^!l^^*%aj£sl ^ i a ^ B ^ J ^ 3**iia%|$P âVŝ C& ^SinjJ ^a^JS^a^^Ja? ^^fiM*^ 

agreeaent, ths corsmuoitisation agreement, that thay b* required 
to pay their proportioaat* shore ia cash with s i* percent interest 
froa the data of mtX completion, cr failing to pay that, a* 
operator, m recover oat of their mmm of th* production 200 
percent of the drilling cost." 

At p. 42 Tr» Mr. Howell farther stat*** 

*It Is oar position that th* matter af v-he ther a leaae 
was extended ©r not i s not bafor* tha Commission. V* hat* aaked 
tha 0a**a\salaa for a *»*gi£U order* m ara asking that th* order 
be aaaa offactlv* ue of th* filing, af the notice of intention t* 
dr i l l* What results fro* that is a natter f *r th* 
thaa for tbe CoBssissioa. That is ony positi*a» , , 

M 
In onier to analyse properly tha power of the law 

Be*!** Oil Conservation Coua&insioa relative to ***p*lsary pooling, 

i t is asjsaatial that a careful study h« and* of tha Sew Maada* 

statwt* aaa the oriars which Mm b**a pmrnul̂ ktmA by th* ©am* 

mission under that statute. I t i s necessary, further, that a 

careful comparison he made between tha statutes and ordar* in 

Saw Mexico nnd the statutes and orders in those statea whieh h»** 

upheld aonpulaory pooling and ha** applied i t to a***i**lar mmm* 

Tha courts of the State of Kiaaisaippi have, without doubt, gon* 

the farthest ia sustaining eoiapalaory .pooling ardor* ****** th* 

Ms*i**ippi statutes, and. i t i s tbarafor* essential that a cl*ar 

*s^tars*aadiag be had of the important diff araa*** b*t«**a th* 

statutes and orders of Wm Mexico and *t*t«*** aad orders cf th* 

Stat* of Mississippi* 
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4sy authority of the lew Mexico t i l Conservation 

nisaion to ***̂ sal«**lly pool s*na**t* int@re.ata aaa* be found either 

ia taction 13 <b) or 13 M t Chapter 16$ of the I*aws of aa 

aaendad by Chapter ?6 of the La*s of 1953. The** Sections are aa 

*(b) Tha 0owaiaaioa aay *stabli** a proration mM for 
***h pool, such being tha «r*a that nam be efficiently and aaa* 
noaically drained aai developed by aaa well, aad in ao doing taa 
(k»a»iaaion si,- I I consider tha **ai§**4€ loss aaaaad by the drill!** 
af ***a*ba****r watt*, th* protaetion of correlative rights, Inelailng 
***** af royalty owners, th* prevention of waste, th* avoid&nc* 
of tha augmentation af risk* arising froa taa drilling af am 
excessive "mmbmr of wells, and tm prevention of reduced recovery 
which eight result t*mm th* drilliag of too fan viell*. 

^alttad, * a J j a ^ * t j j tag^iaa^SS*;-^- ̂ ^ ^ ^ ^ ^ t ^ 1 1 ^ ! ^ * ? 

proration unit, otharwiae deprive *r t*nd to deprive the mmm mt 
sac* tract of the opr^rtunity to mmmmw his just sad equitable 
shar* ef the crude petroleum or natural g»*f or both, ia the pool; 

of any tract that is seller than tha 
. for th* fiald, ahall not be d* >rived *f 

that fch* 
unit established 
to drill on and prod*** froa such tr***, if ssi* can b* 

J ̂a\̂# ^f*^.jf*^^*^- Inf̂ ê b ti*ra*i iŜ tâ ĵ f̂c (̂fes*̂ ê *̂ j*/ ^#**^i(^ ^̂ *â i~!*jî jP%(es' ^L^lf ̂ ^̂ â &l̂ î̂ ê̂ fê Ŝ̂ B̂  

from s**h tract, m compared with the allowable production ther** 
froa i f such trust war* a full ||||* 6 h a 1 1 9 9 i a ratio of th* araa of such tr«ct to th* arcs of & full wait* al l orders requiring 
such pooling shall be upon tens* and conditions that ar* juat aad 
reasonable, and will afford to th* ©wn«r of each tract ia the pool 
tha opportunity to recover or receive hi* juat end equitable ahaiw 
of th* c i l or gas, or both, in th* pool «« ***** provided, ca far 
as amy be practicably recovered without waste. In th* event such 
pooling is required th* casts of development aad operation af th* 
peeled wait -hall h* Halted to the lowest actual expenditures 
required for such purpoae including a reasonable ch&rgs for 
vision t and in ease of any dispute a* to sua* costs, tha 
shall *ta*mla* th* proper cost***' 

The authority of the M&a*l**ippl MX and tea Board to 

pool iatereats la found in Mississippi statutes at Section 6133-22 

and is as follows? 

*{a) When l»0 or more separately mmm" tracts of load 
id'wil' * • - — ar* embraced within aa established drilling unit, th* person owning 

taa drilling rights therein aad tha rights to share ia th* production 
tharefro£j aay validly agree to integrate their interests aad t* 
develop their lands a* * drilling mitt. Where, however, such pe; 
hava act agreed to integrate their interests, th* board a*yf for 
prevention of waste or to avoid th* drilling of unn*ces*ary well* 
require euch par*©** to integrate their interests and to divelop 
their lands as a drilling unit* 111 order* requiring each pooling 

be sad* after notice and hearing, and. ahall ** upon tarts* aad 
conditions that ar* Just aad reasonabl*, aad will affard to th* 
of each tract th* ofportaaity te laeaves? or recall* hi* J*a* aad 
equitable char* of the oil and ga* la th* pool without unnacessaj 

«Th* portion of the production allocated to th* mmw mt 
each, tract included ia a drilling uait formed by a pooling order 
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eh&ll, when preduced, be considered as IX l t bait been tm 
such tract by a well drilled ther***. In the event aueh . 

re«*ilr*d, tbe east of development and operation *f tbe 
wait chargeable by tne operator ta taa other interested m*mw mn 
owner* sjhall be limited to the mctasJl expenditures required j a * 
aaeh purpose, aat ia ****** of what are re*a****l*t including a 
reasonable eh--rge far supervisioni provided, however, wha* production 

ar gas ia not secured ia paying quantities m a result at 

_ „ . nsanting o«aar or owners* In the event of say 
relatlw to sue* coats, ths board ahall detataiaa the proiar 
after aaa notice to a l l interested parties aad hir ing theraw 
Appeals miiy be take a from such det&rsi nation sa from aay other 
order af the b@nrd« 

"(b) fhe board shall ia all Instances where a uait haa 
temm* out of l^ada or areas of mm mm mm mmmtmXp 

the operator when sa r***ested by aa ov.ner, to eaOaaar to such 
*r hi* aaalsaa his araaartiomtc share of the production fra* taa 
well somen to saah aBilltog * * l * t aroifided, h*****r, that aaaa 
owaar receiving mm shall ppoviaa at his owa expense proper re-
ceptaeleo for the raaalpt or storage of sue* o i l , ga* or dist i l l*!*. 

«{e) SheuM the per*®** owning the drilliag or other 
right* in e**er*t* tract* embraced within a drilliag unit f a i l to 
agree apon the i»b*g***laa of the traeta aai th* drilliag af a w*U 
m !* • J " 1 * * *** f * 0 ^ ** •oteoli**** that the bss^f i s without 

to * « * ^ ist*gr«tloa a* provided fcr ia thi* section, 
then, subject to a U other spnlieabl* srcvlaisa* af t.hi* mm. *ni 

r**t | but the allewable pmduabi** frei 
asaportion of the all****!© production 

. as the area of such separately eweed ti 
drilling unit. 

*|d) fhe bearg i * order to pmmm wast* aad avoid the 
drilling of unnecessary wall* aay peradt (1| th* cytliag of gi&* i * 
m f j m l or portico thereat or m ta* ia^padaatioa af gae or other 
substance into an o i l or ga* reservoir far th* purpos* af repressuring 

eaaaryiag operation** fa* bomrd shall permit the pooling or inte­
gration *f aeparat* tract* wbaa reasonably a**a**arF£t ^ 
with s**h *p*r*ti*at« 

«t _ * ( * ^ * | ^ M ^ » m** lh th* iatsrsst of conservation ef 
o i l or ***, or both, or for the prevention ef waste, b*tw**a aad 

- or operators, or both, ©waJag separate holding* i» the 
• pool, or ia aay are* that appear* froa geologic or 

iccuaulr.tion of oi l or am*. 

or 
the development aad operation mt the field, pool er ar*&V*r 

aay part thereof, as a unit, and for *stabll*Mai aad eXrXS oat 
a plan for the ecaperfiti** development mAl^mm&im mmm^^mm 
f ^ J ^ ^ * L ^ 5 ^ W ^ *f* ****** *** *»»Ua*iaa*l 
aad shall not be held or construed ta violate say of the statute* 
#f tfci* state relating to trust*, monopolies, or contracts and 
cosalatttioas in restraint of trad*** 

there hav* beaa ao cases appeal** to the court* fro* 

aay compulsory peeling order cf the Hew Mexico Coesaission. km * 

matter af fact, there ha** been no sash order* 1asued ia aay cms* 

o ners appeared* fher* have be** a number ©f cn*** 
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mmMM to tho *m*m *mm trm mmm *f ta* Wim±*B*m$. ott 

aad Gat Board* 

I t will if^ecLUtaly be noted that tho Misaioeippi at&tat* 

ia icuch mm cxtonalvc thaa tha new Mexico statute with regard to 

interests of owner* of drUli&g rights, aad that tha mm Mexico 

statute in Section 1J(»J la mm apaaifle with mimmmm to tha 

royalty owner mad tha t rotoction of «orr®lativ« righte* 

la analyaiag taa approachaa ia tha t*o at«taa, i t ia 

******ary to hsv* ia cdnd not oaly tha atutory provisions haft 

tha fawaral rule* oa. wm a^aaiaf aad pror .tioa units wdeh #ra ia 

*ff*e* 1 a the two states. With regard to tho Xotr Mexico rules, 

reference ia awd* to Order ha* a-IlQ in Caae | l f , the pertinent portion 

af which ie set oat at Page a af thia brief* Vith regard to tha 

msaisal rule*, whie* mm vmm&m*** ®» ^^eaber U , 1%7, i t 

should be noted that before a drilling unit aaa be approved "the rights 

ef a l l awaers im tha drilliag salt apea which the veil is located 

shall first be pooled" and them the order defines the tera "owner* 

aa "the person who hoe the n # t to dril l into sad produce froa a aaU 

or pool, and to î pt-opriat* the production either far himself, ar 

far hiaafilf and other." 

St will be observed that there ar* the following dif-

f******* bet eea the statute* and ordara ia ie* f%xico aad Mississippi! 

1. Th* Mississippi statute, throughout, obviously refer* 

to th* mrmm owning the drilliag r£# t* t that ie, th* las***** fm 

mw Jtexic statute ia Section 13(b) refers to royalty owners* 

2. The Mississippi statute wakes referonee to **» 

establiai ed drilliag **lt« while the Sew Mexico statute refers to 

** uniform spaaing plea or proration unit", la thi* regard i t is 

interesting to note tint al l that ***** to be required under tha 

statewide gas spacing order ia Missisoippi far the establishment 

of a drilling uait is that aU of the 1****** pool their interest, 

Ondor @mwr &O10 of thi* Ceaaission, i t mmm. to b* required prior 

to th* drilling that fhf iTItlallli •*» consolidated by pooling 

agreement or otherwise- • « * . • (Underliaisg siine.) 

l« th* Sow Meal** **&ta** contains a *p*cifle prcviaion 

that no ©uaer of the trr ct that i * aaa Her tha* the drilling unit 

for the well shall be deprived af the right to dr i l l aa sag prod*** 



from each tract, but that, .if such is the ease, the allowable 

production from tbe tract shall ba in tbe ratio ol the area of the 

tract to the area of a full unit* the Ittaaleaipsi statute provide* 

for amah a contingency only where i t is contended that the loaf*1 

is without authority to recjuire pealing. I t ants* be bom* 1* 

Hind thmt the area involved ia these cases is aat new sad was sat 

at the time of tha drilling, or the *pj01«a*l*m far mmtmlmrf 

pooling, subject to prorating ef gag* All of th* ca*** arising oat 

cf th* Usaiaaippi statute were in area* %A*r* gas iiroratio*iag 

wm ia effect, Thi* is i^acrtsat iaasnuch a* i t ****** be said 

here that a royalty owner would obtain the mm wmmm of royalty 

whether & wall is drilled oa hie tract or on east* other portioa ef 

th* drilling unit due to the ^location cf production en «a acreage 

4. the Sew Mexico statute ia Section 13 Ce) see** to 

c©at**pl«t# that * eoapulsory pooling, order say be catered only 

whore the surliness or shape of a separately owned tract *^uld, 

under the enforce, aat of a uaifora spacing plan or proration unit, 

otherwise deprive or tend to deprive the owner cf such tract of the 

opportunity to recover his Just aad equitable share of the oil ar 

ga* 1* the pool, there is no such restriction on the power of th* 

W**l**ippi Oil and Gas Board. . 

In exaridniog the iew Mexico statute in the light of th* 

circumstanceof the cases now before the Commission, how can i t 

be aaid that El Paso Natural Gm» Coapany, owning the leasehold 

Interest in the entire unit and controlling through pooling agree­

ments all except the small tracts of fa§«r, is in a pesitloa where 

th* avjallaee* or shap* of its tracts would deprive i t of th* 

opportunity to recover its just and equitable share of the gas ia 

this pool? Oa the costrary, i t weald seen that wader present 

circumstances 11 p&se Jf&tural @s* Conptny is being a 1loved to 

r*c***r not only i t * -share but al** the proper «har* of tager aad 

the other mineral owners who have act executed pooling agreements* 

It would aee* that th* Hew Mexico statute probably contemplate* 

-10-
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taa* i t w i l l apply to parsons la tha poaltSam of tager» who ara 

balng drained hy production from walls elsewhere in a. drilliag 

uait than to ths operator of tha welle causing tha anaoapensateal 

grataa*** I t seems apparent that tha reasas* 11 Fa.ee lataral aaa 

Company now ***** e#««mLeery pooling criers ares 

I„ fo extend the term af the Tager laaaa*., and 

2. To acquire additional allow*©!* for th* fmger 

acreage in the event prorationing sf gae is estahlished ia this area* 

gel ther of these two reasons, is ay ©pinions has any hearing what-

soever on th® conservation of o i l and gas, aad certainly neither of 

them serves to protect the eorrelatiw* rights of t&ger aaid the 

ether *la*ral m«i»re under the separate tr*«**« 

Maslsaipsi has a series of court cases, the f i r s t of 

which was V e r i e r f l ^ Seiasaay **lf .fefft*, 59 So. 2d£$» decided ia 

Kay, 1$£2» concerned with the constittttionality of the co©sulsory 

pooling statute in Mlseiaaiapi* In the f i r s t cases the Supraae 

Court of Mississippi specifically stated that they »*r* not passing 

upon whether individual leases had expiredi fest were sintply sus­

taining tha authority of th* State o i l aad ana Board to eoapulsorily 

peal whatever interest satiated within a dril l i n g unit, fhe later 

cases ia 1953 held that a drilling unit was «*tabUaa*d by the 

granting of the ,-erMt to d r i l l , the f i l i n g of the plat of the lm&* 

and the approval of i t , the pooling of the i r k i n g interest and 

the granting of a f u l l allowable allocated oa aa acreage basis, 

perpetuated a lea** even though ao well bed bees drilled ea the 

unit prior to the expiration date ef a lease oa & separately oisned 

tract within i t . There was a dissenting opinion by on* Judge ia 

a l l of these cases. 

In the case of ^perie|* ffl| Casjnaay ysT fPbô e, t Supra* 

the C^urt held that the Mississippi statute autiiorised th* board 

to order compulsory pooling after* a* well a* before, drilling 

of wall* -sad the coa*w»ne***at of produetiea* I t sfeould be acted 

that at tlie t i n * of the entry of the orders and the decision of 

the gear*, gm **• being prorated ia this particular pool, and i t 
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***£*V**v<**i4 that mm royalty mmm w»*id a*^*lt» tm mm mmm 

of royalty weather mm m U mm drilled on taair ln»d a* mmmmm 

mlm &n the w i t . the eiMsisi©» ye>e*4tfe4 the ieeeee* te d*li**r 

to the loyalty owner* their share ef ar*****!***. I t ie lift******** 

to sate* &s a»a hmn indicated a****, that teetiaa 1(a) mt Order 

JP*. 1*41.0 ia the Hew Mexico regi&atieas seaaa te **»t**9&*** thaa 

a drUUng wit ****** he «**s»U*a**t ar drilling undertaken until 

effl the interesslfa **» eoasolMated. ay pealing ap^e«#at ar oth*** 

wia«» It *^uld seam that taia ia a distinction whiel* weald pmmXmn 

oar OanaiaaiOB trea entering a ee*i>al*@ry pealiag *r**r after, a 

vail is drilled* *at*at far th* sssalCie parte®* sf *ja*****s« 

correlative rights ef ******* af aaali trects* 

statute was sustained ia Itt*sl**lpal ia 19S2# suits mm hvaagaa 

td eaaaal eartala leaaaa mmm the isround that they expired by their 

taras i»ft*»»ch a production wns mot efetained on the leased acreage 

Barry* 63 So. 2dll5» WS*1T** this ojt**s*iea la Ntssâ saaaal under 

th* faat* -and st******) there by h®jb4Sag that the re^uireaaat ef 

oil aad sc* lessees to peel their lea*** .ia «.*t«bllshing units 

has the. effect af estendlsg the priaaiy tat** of sag* i**a**f ead 

also has tha off*** of poollst *rt****l interest* of royalty ewaar** 

k aunber of di*ti*«*lea* batmen the fast* sad atatam** ia Midsiaaippl 

sad those mm involved ar* called to the atteaal** of tin* Co^ai scion i 

1. th* Hisslaaippi Oil «*i Oa* Board, by prior order*, 

had required that the rights of »all c*a*»r** ia the driiiiag uait 

mmm which the weU is lee&ted shall firs* b* peelseU fa* order* 

mm defined •*****•» as the i*«****« S#et*e* &{•) of Order '&~2Mt 

11**** ~ool, r5quire* that all,... ta*. i»t*jf**ts are aesnâ ttde*** by 

pealiag 8p»*a.***t #r other*!*** th* Sew Mexico order seems to 

s****sjalata the gaoling of royalty a* w*U *e ***%!*£ iwtarast 

before the drilling is properly •**a*la***g# 

a. Ia the M**i**lppi ease, the cc*«pUiniag p«rty 

*w»*d a* *adlTld*d interest, mA the other owners of undivided 

After the a^aetitutieaality at mmm eompmlaery pooling 

within tha mim&ry teisu *** 
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interacts in the separata tract bag *lgn«d the pooling a r̂etajsmt. 

3* The Missianippi e*** held* that there w*s* certain 

conditions required for the eatahliahisent cf * gaa drilling unit 

which would ro suit ia taa pooling af the laaaa* irrespective af a 

compulsory pealing order; 

(a) the pimabiag ef a peralt ta driUj 

Cb) the filing #f Uw plat ar aaa af the !***» ta 

he included in the unit and tha appeal theraaf j 

M ba* pooling af the laaaaa hf the lessee*} aad 

( i j the granting af the 320 acre allowable aaa 

th* a i o e a t o f the mm to each separate tract «f land therein 

oa aa. sa *s * i * basis* 

a^^^ •S^̂ Bsâ rtâ â̂ Bâ e* ^S^av<iS^^Jp^ ^ J ^ ^ ^ ^ ^ g ^ ^ ^ ^ ^ ^ ^ j ^ ^ ^ J ^ ^ ^ ^ ^ ê̂ l& Ŝf̂ fil̂  sa^p^fe J ^ ^ ^ ^ S ^ e ^ a * ^ ^ ^ftSMs^ 

,ta* mwmMm to drill were probably invalid ar a* least could net 

justifiably be used as tae basis rer tha coatantian that taa as******! 

af the intention ta drill constituted the pooling of iatar***** 

la^^^P^^^^KPaa^alSP^^ ^a*aa> tfes^Sft- aaaa^^^'^pi^MSal^ ^SrSfc a^BaS^ ^e*a^»5^a^^ !^e^a^*|f 1^^a^34a^C^8t^fe^st^^ttt ĵNo!* 

production aa sa aarwag* ba I s mmm thore i s aa prorating ©f gaa 

ia th* pool- I t certainly ease** be concluded **** th* attitude 

#f the board &m the courts la Kississi pi i s aay baala far ths 

adaption of policy by the Sew Mexico Comiasloa under dif f araat 

a^a^^^li^aa^a^^ll^ ^SJS^^ ^^J^A^*^*^*^ ^ a ^ ^ ^&**^(^ ^^a^^^^e^*^s* a§^S*js> (̂̂  .*>^^^Ss?^*^l^^^&^^*^|PC^ ^©^NSS^^a%a^BS3l^?^^ 

pooling arier say ba entered to extend a l e w * mi* i s particularly 

true where the order Is sought by mm who cannot say that i t will 

be unable to mmm* its ***t* at the ga* ia th* mmmn of such 

aa order* 

For tha benefit of tha Coaaiasiaa, the r^aition at 

fagar at al in connection vith this matter is as follows 

X* W* do aat question, tli|\%iilli- of taa 

OaaadLaaion to entar cofflsttlaonr w*^1!*"* ardera wmms* tha &tM**mm 

circumstance, v* do not waiy* taa right to r&ia* this Ration 

in the future i f l it i^tioa bfUnssn a«c**s try. 

2, 'ie do not belie** bast the pooling by warfeing lat^r*^ 

folio ed by tht filing af a nab*** of intamtiaa ta ^r i l l 
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erected a gas drilling wait wait* respited la likflsjlbi peoliag 

. <>f A *»*•****»» (Tf », 40 Mr* *a^*ll) uadar the law Meaia* 

statute or trier **130» Order sV410 das* as* t t la l l iA aar*£snjUg» 

drilling salts but only a uniform plan consisting cf tha X| f S$# 

&l» or t?I of a ss**l*a* fb* oraar spociflgsily requires that taa 

unit amy be ^signates* for 320 acr & of luad • • • # to which aait 

aU the interests arc consolidated by pooling agr****** ar ****** 

wia* • . Thia should, aad wa belie** i t does, include ****** of 

royalty interests* Itel*** roluntary agreeaenta ara obtained froa 

royalty mmmm thea the pealing swat be mmw îmmm mmmmmkmm* 

(by compulsory order} JgsJ f̂g the unit ig created. The reason far 

this is *p**jr*a*« th* haw Mexico ©waaission la Its order undertook 

ta protect the e rrelative rights af a l l , including royalty e*s*r** 

«h*r* e section of las* ie ê vared by ***s thaa aaa laaaa *ith 

diffaramt *apii*fti** dates, mm\ *a*r* structural conditions wary 

in different parts of the section, tha r>y«lty owner baa a definite 

stake in deteraiaiag haw the uait shall ba forsaed aad his intcraste 

may be, and often ara,. ia tiireet conflict with these ef the wars!** 

interest awasr or other royalty owners, la think this i s a wise 

prorisio!! which should be strictly folloved, 

3» mmXmm a uait is pmrnrif created i t Is obvious 

that, aaless product!®* is aetata** e& * leased tract bef are th* 

•aspiration of the lease, the* the le*** mm simply expired. 

Producti iii elsewhere gaa bald taa 1**** caly i f thi* **r**gs has 

bee* properly pooled, thi* sfforft to aae* th© mmlmw r*br*^cti»* 

to a dat* prior to the expiration af tha- I M * * east be accept**: far 

what ib is - aa effort to get th* Coaaission to hold a lease far 

H Pass Xatsral Oa* Gmmw* There could be ne other reason far 

such a request* m do net ball*** the Oil Conservation CoaKsission 

should be a arty t* cash action. 

4. mterring specifically to ®es*s 709 trough 712 

where the wells drilled mm drillad on acreage other thaa that 

leveed by Iag*rt i * oar *fdalo& that the leases im** eapired, 

siaa* they mm not peeled ia seas mmm priar ft* ta* expir tioa 
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fh# i«qa***«d altasaatif*) erier* recognise thl»* I f 

agaeral iatareiits ara pooled w* aa**, of courae, pay 

proper share of the drilling aad develapttfmt easts aa th* #@a> 

pulaory pooling statu** coateapUtee. at Faaa *****sO, 848 

says th* fair Aare ia email with & interest er 200* af taa 

drilliag coat out of our shara ef the production. Tae law eayai 

reeuired tha ***** ef 
*nit shall be Hmfted 

LI aad f/mmmmm^mf 
e%ffi|i deteraia* the 

ie there aay authority, mm ta there aay justification, 

far the imposition af a penalty, either by amy of intereat or 

X<X# addition, upea aa mmm* waa ***** to protect his 

right** I t is no fault of f*g*r that Sl fas* natural mm 

chose to mit usUl the last a acexfea* af ita laaaa ta tab* 

ffr p. sd) We believe that i f altom^tive orders ara entered 

calling for mtimwimmmwm thay mwm provide only far taa latest 

actual expenditure with a mmmmMm aharpi for startle*** -

without interact or penalty, ba baUeve, further, thmt the re* 

af 7/eths working interest only. This is tha procedure followed 

ia CAlahoisa aad we believe l t I s fair. (Sueawra Oil aad See, 

Vol. 1, p. I H ) Aay order entered aa#tt of saaraa* require 

£1 Pas* Mataral §*s Coapany to account to fftger *t al f*r 

to det* fr** the unit* 

f* Referring cpecificclly to Sue* Me. 706, the 

aiseioa east be *w*r* of th* unusaal cir***nmea**« with 

to the possible t*a*aa**i**- of tie* laa*** tm Harch lf£3 th* 

las*** %mmmmm& a Pictured Cliff well and ia April, 1953 this 

well *** shut ia . fhe w*U waa located &t aa uaorth* 

far * Jetsa Verde well sad, according to the testimony af ltr* Coal 

{mm M Ir) a M a received authority by letter fro* the 

aisaioa on August 3» 1^1 for a* uaorthotio* leastiea far * 

Vara* wail* and wall *ork wa* restarted &apssb |&# 1953 by th* 
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moving in of a cable tool rig* * havo serious doubts that* 

Order H-11G, a notice ©f intention to dri l l mm properly bo a proved 

cr tbe drilling unit established in the absence of prior evidence 

te the *******!** that *f,fl illffrffflff »*t*i* the proposed uait have 

pealed* X tew farther s*riea* doubts ee to whether th* 

iV» fef letter, ia the ******* of ****** ind hiring, 

^ .-.prove m unorthodox locatioa. these Immm contain specific 

provisions with reference to coimiieneaaetit of a well, a* haa 

*e**d above, md I d© not feel tha Ce*taiS3icn should pits* 

what interest i t ie pooling i f i t decide* ta enter a cor- ulsory 

pooling ardor ia mm ft** 706. 4a order could ba entered ia thia 

particnl r ess* po l̂iag the iiitereaba withcat *?s*lfl**tty jassiag 

upon tha nature of tag interest pooled» leawiag tM* fustic* ©p** 

mm leaving open the question of charging af cost a, in the event th* 

iat*re*t pooled la detawinad to b* an UBIO. sad aiftar** latere*** 

6, iteferriag epecmeatiy to Cmmm ft*, W mm" W» 

I feel that th* drilliag of the well within the priaary ter* of 

the tager leases per^taated tho** 1*®«**> «** that the Coiwdssion 

mm properly enter its order poaUag the one-ei&hth interest under 

the tracts therein involved, requiring I I **** iataral fta* Ooaipiay 

to account iwadiataly to the royally *w»ws far their pr#ptr share 

of the product ion to date* 

In c#a*lw*ica i t *m*t be painted eat to the emission 
taa* fagar does not object to hi* mm®@t baiag pooled in *#** 

baes* uait** 4s & aattar of faat, he insist* that the ******* 

be pooled in order thmt the sm&llaess of his tracts will not re­

sult i * bis being unable to reeaver his share af the g«s # I t 

appear* fr&a Mr. itewell** stateaaat (• 4© fr) ***** ia fa l l oa 

^mm a of this Brief, thet the request far m unorthodox gm* uait, 

ya* an alternative, i * bated ape* tht ****apti«» that w* do aat- waat 

mr interest pooled, th* testecay does shew that oaa well will 

eralA 3t® acre* uad it therefor* shows that th* present walls oa 
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mmh mt those units will draia th* Tager properties, ft* therefore 

wes* the interests pooled, km mm been noted with r*f&fd b® §***• 

7 9 tasaaga nt* the latere*** pooled mm% be unleased siaert 1 ia* 

tereetaf and we re willing to reiiaburc* i l Pus* Batural Oa* 

Company upon a fair net proper 'basic under tha statute* for tha 

seat mt the drilling m& operation of the weHa* tie ara perfeaaly 

willing to endeavor to work oat with I I Paso fttetarsl 3a* foapaay 
ĉt̂ L'̂ SjnV ^̂ î tŜ ijfc CS^^SS^^L^eiMB^s^^^^ ^̂ 3F̂ Ĉ &̂*3Ŝ (̂  ŜLj3i' ŝaâ fê BWĵ  afesayĵ JsJjS '̂ (ê Ĥ̂ hlŜ fefe ^̂ Ŝ âWar 3̂N8f Ĵ n%Jsf'JP̂ ê  

bat we aaaaat §» along with s retro ctire pealing mtmw ia&sauea 

sa wa feel that tae leases ln the last fear mmm mm definitely 

expired and we do net believe taa Cossaiacioa aaa ar should require 

us to sign a pooling agreeaent pmmm& by tha applicant. I t would 

appear from Mr. Howell's state**** that sines we desire te hswa 

saining would bs whataar tha Coaaission enters a retroactive order 

ar wiatser i t enters * present order requiring us ta aaaa rsiaburae-

> « a t aa proper terms* 
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CAMPBELL & RUSSELL 
LAWYERS 

J . P. WHITE BUILDING 
R O S W E L L , N E W M E X I C O 

J A C K M . C A M P B E L L 
J O H N F. R U S S E L L 

T E L E P H O N E S 
4975 -

Dec. 4, 1955 

Mr. W. B. Macey 
Director, Oil Conservation Commission of N. M. 
Santa Fe, New Mexico 

Dear B i l l : 

Enclosed for f i l i n g please find original and two copies 
of Applications f or Rehearing i n Cases No. 706, 707, 
70B, 709, 710, 711 and 712. 

With kindest regards, I am 

JMC:le 



OIL CONSERVATION COMMISSION 
P. O . B O X 8 7 1 

SANTA FE, NEW MEXICO 

TO: Ooremor John F. Stoma, Chairman 

FBOtft tf. B. Wacey, Secretary-Director 

SUBJECTi CUM 706 - 712, incl. - Rehearing 

Jack Campbell, who is attorney for royalty owners adversely af­
fected by the syovlslcn* of the orders entered in the above-
eaptloned oases, has requested rehearing* in eaeh of th* ease*. 
The other party interested in the oases is the applicant, £1 
Paso Natural Oa* Coapany* ltr. Campbell filed request* for re-
hearings on January 6, and the statute requires vs to act 
within ten day* on tha granting of a rehearing! (Sect. 19 of 
Ch. 163. law* of 1949, aa attended). 

Although X feel that the decision* aade in the** ease* are 
probably the proper ones, there are a number of feature* which 
should be clarified. I therefore think we should grant the 
rehearing. X discussed the setter yesterday with Kr. Campbell 
and with legal r*pre*eaUUTes of EL Paso ffataral Oa* Coapany, 
and they both agree thai the rehearing*, if granted, should be 
held on a day separate froa the regular hearing data. \ I 
suggested February 17, and they both agreed te that data. 

I realise that the probleas involved in these setters which 
require 1 mediate action are ooapleteiy foreign to you, but 
1 believe that the best interests of thi* Coaalssion would be 
served if a rehearing were granted. I would appreciate your im-
aediate advice in this setter, imssash as i t will be necessary 
to prepare and date an order granting ran Baring before 5 o'clook 
tonight. 

I am attaching a copy of the notices published in eaeh case 
so that you can obtain some idea of the nature of the cases. 

W. B. H. 

WBHtnr 

January 14, 1955 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

January 13, 1955 

Nr. Jack Campbell, Attorney 
J, P. White Building 
ROSK&LL, *m HEXICO 

Dear nr. Campbell i 

We attach eopiea of the Coamission*s orders for re­
hearing ae signed January 14, 1955, is answer to your 
petition oa behalf of your clients, Mr. Saul lager et al, 
in Cases 706 - 712, incl. 

As we discussed the matter last week with legal repre­
sentatives of Sl Paso Natural Oas Company, i t ssss* 
most advisable to hold these rehearing* on a day separate 
from the regular hearing date, and we have accordingly re­
served Mabry Hall for February 17 (the day following the 
regular hearing) and will this week issue legal advertise­
ments in proper fora. 

Very truly yours, 

W. B. Haoey 
WBfhnr Secretary - Director 

eet Hr. Ben Howell, Attorney 
El Paso Natural Ga* Company 
Box U92 
EL PASO TEXAS 



New Mexico 
OIL CONSERVATION COMMISSION 

GOVERNOR JOHN F. SIMMS 
CHAIRMAN 

LAND COMMISSIONER E. S. WALKER 
MEMBER 

STATE GEOLOGIST W. B. MACEY 
SECRETARY & DIRECTOR 

P. O. Box 871 
SANTA FE, NEW MEXICO 

February 1, 1955 

Mr. Jack Campbell 
J. P. White Building 
ROSWELL, NEW MEXICO 

Dear Sir: 

For your information and that of your clients, Mr. Saul 
lager, et a l , we attach a copy of the legal notices sent 
out today i n Cases 846 - 852, i n c l . , scheduled to be heard 
on February 17, 1955 by this Commission. 

We note that El Paso Natural Gas Company has sent you a copy 
of i t s application i n each case involved. 

Very t r u l y yours, 

WBM:nr 



JACK M. CAMPBELL 
C H A V E S C O U N T Y 

Us C O M M I T T E E S : 
VICE-CHAIRMAN! 

O I L A N D G A S 
HOME ADDRESS MEMBER: 

BOX 7 2 1 

R O S W E L L . N E W M E X I C O 

E N R O L L I N G A N D E N G R O S S I N G - - A 
J U D I C I A R Y 
R U L E S A N D O R D E R O F B U S I N E S S 
T A X A T I O N A N D R E V E N U E 

House of Ĵ epresenisttiftes 
TWENTY-SECOND L E G I S L A T U R E 

You are hereby requested to postpone the rehearing 
set on Cases 706-712 before the Oil Conservation Commission on 
February 17. I t is requested that this matter be continued 
u n t i l the day following the regular statewide hearing i n 
March. 

Mr. Saul Yager, who i s one of the applicants for 
rehearing i s i n New York City and w i l l be there for about 
three weeks. As you know, I am presently a member of the 
House of Representatives of the State Legislature and would 
prefer not to have this rehearing u n t i l after the Legislature 
adjourns i n March. 

Your favorable consideration of this application 
for a continuance w i l l be appreciated. 

2 February 1955 

Oil Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

Very t r u l y yours 



CAMPBELL & RUSSELL 
L A W Y E R S 

J . P . W H I T E B U I L D I N G 

R O S W E L L , N E W M E X I C O 

J A C K M . C A M P B E L L 
J O H N F. R U S S E L L 

T E V E P H j I N k s 

• 4 & f % - 4 2 B 7 

A p r i l 4, 1955 

W. B. Macey, 
Secretary-Director 
New Mexico O i l Conservation Commission 
Santa Fe, New Mexico 

Dear B i l l : 

I am enclosing herewith f o r f i l i n g i n Cases 706 
through 712, Yager exhibits R-l, R-2 and R-3, which 
were furnished to us by El Paso Natural Gas Company. 

With kindest regards, I am 

JMC:le 
Enc. 3 



J A C K M. C A M P B E L L 
ATTORNEY AT LAW 

884 J. P. W H I T E BUILDLMO 

K O S W E I X , N E W MEXICO 

June 11, 1954 

Mr. R. R. Spurrier, 
Secretary & Director 
New Mexico O i l Conservation Commission 
P. 0. Box 871 
Santa Fe, New Mexico 

Dear Mr. Spurrier: 

I am enclosing herewith a Memorandum Brief to be f i l e d 
i n connection with Cases 706 - 712 inclusive before 
the O i l Conservation Commission. I have furnished 
Mr. Ben Howell with a copy of t h i s B r i e f and I am 
forwarding a copy to the other members of the Com­
mission, and to Mr. B i l l K i t t s f o r the use of the 
Commission attorneys. I appreciate the consideration 
of the Commission i n allowing me to f i l e t h i s Memoran­
dum Brief even though I was unable to appear at the 
hearing. 

JMC:le 
Enc. 

cc: Hon. Edwin L. Mechem 
Mr. E. S. Walker 



BEFORE THE 

OIL CONSERVATION COMMISSION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF APPLICATIONS ) 
OF EL PASO NATURAL GAS COMPANY ) Cases numbered 706-
FOR COMPULSORY COMMUNITIZATION j 712, both inclusive 
OF SEVEN TRACTS: } 

TO THE HONORABLE COMMISSION: 

El Paso Natural Gas Company submits this written brief 

in support of i t s position, as announced on hearing. The 

seven cases were heard together, and in the view of Applicant 

are governed by the same principles. 

The undisputed evidence adduced upon the hearing reveals 

that El Paso Natural Gas Company and other lessees owning a l l 

of the leasehold interests i n seven tracts of land comprising 

320 acre (or approximately 320 acres i n case of irregular 

sections) half sections of land a l l agreed to communitize or 

pool the leasehold interests for the purpose of d r i l l i n g a gas 

well to the Mesaverde Formation within the boundaries of the 

Blanco-Mesaverde Gas Pool, as established by the Commission. 

The tracts w i l l be referred to by identifying the well. 

The undisputed evidence reveals that the dates operations were 

commenced on each well are as follows: 

Case No. 706: Yager Pool Unit #2; spudded March 17, 1953 
(Pictured C l i f f s Test); notice of intention to 
d r i l l f i l e d March 17, 1953; Commission approval 
March 23, 1953; re-working to test Mesaverde 
commenced August 31, 1953; authorized by 



Case No. 707: 

Case No, 708: 

Case No. 709: 

Case No. 710: 

Case No. 711: 

Case No. 712: 

Commission August 3, 1953; completed September 
20, 1953. 

Yager Pool Unit #1; spudded March 2, 1953; 
notice of intention to d r i l l approved by 
Commission February 19, 1953; completed March 
25, 1953. 

Neal #3 well; spudded August 7, 1953; notice of 
intention to d r i l l approved by Commission August 
3, 1953; completed August 22, 1953. 

Calloway Pool unit well; spudded July 12, 1953; 
approval granted by Commission June 2, 1953; 
completed July 30, 1953. 

Marcotte Pool Unit #1; spudded August 30, 1953; 
approval of notice of intention to d r i l l granted 
August 25, 1953; completed November 13, 1953. 

Heaton #3 well. Spudded March 27, 1953; approval 
of notice of Intention to d r i l l granted March 9, 
1953; completed A p r i l 28, 1953-

Koch Pool Unit #1; spudded August 30, 1953; 
approval of notice of intention to d r i l l granted 
by U.S.G.S., August 14, 1953; completed November 
9, 1953. 

Reports and records of the Commission reveal that gas was being 

produced from Yager Pool Unit #1 well, Neal #3 well, Calloway 

Pool #1 well, and Heaton #3 well on August 31, 1953, and that 

d r i l l i n g operations were then in progress on each of the other 

three wells (Transcript pp. 26-32, inclusive). 

The evidence is uncontradicted that one gas well in the 

Mesaverde Formation in this pool w i l l drain 320 acres, and that 

failure to pool or communitize severally owned tracts into d r i l l i n g 

units of 320 acres would deprive some of the owners of leases of 

their opportunity to recover their f a i r share of the o i l and 

gas (Transcript p. 38). 

The Commission has already made a similar finding of 



fact, and has designated the regular d r i l l i n g unit and well 

spacing in the Blanco-Mesaverde for wells d r i l l e d to the Mesa­

verde Formation as 320 acres. The Commission's Order R-110 

constitutes a determination by the Commission of this fact. 

The applicable laws and regulations are as follows: 

New Mexico Annotated Statutes: Section 69-213§, subsections 

(b) and (c) ; Section 69-230, subsection (e) i s as follows: 

"Owner means the person who has the right to d r i l l 
into and to produce from any pool, or to appropriate 
the production, either for himself or for himself and 
another." 

General Rule 102, adopted by the Commission, requires f i l i n g 

of notice of intention to d r i l l . 

Your Applicant contends that the pooling or communitization 

into d r i l l i n g units of 320 acres as shown on the approved notice 

of intention to d r i l l , and presently contained within the 

Commission records, was accomplished and became effective 

immediately upon approval by the Commission of the proposed 

d r i l l i n g t r a c t . When, not ice of intention to d r i l l was f i l e d 

pursuant to the rules and approved by the Commission, only the 

person f i l i n g such notice could begin d r i l l i n g operations on the 

land committed to the proposed well as described in the notice. 

The undisputed testimony reveals that the "owners", as defined 

in the statute, had agreed to pool or communitize the leasehold 

interests covering each 320 acre d r i l l i n g block. 

Your Applicant contends that no further agreement by 

royalty owners was necessary to effectuate a pooling when such 

pooling was pursuant to and complied with the established spacing 



unit. In the d r i l l i n g and spacing of wells the lessee 

represents the royalty owners. 31-A Tex. Jur., Section 426. 

Your Applicant recognizes that operators, i n the absence of 

ju d i c i a l determination and interpretation of the applicable 

statutory provisions in this State have obeyed the counsel of 

caution, and have followed the practice of obtaining consent 

from royalty owners to pooling or communitizing separate leases 

into a d r i l l i n g unit. Regardless of such practice, the Lessee 

has the legal right and is the only person who has the legal 

right to conduct d r i l l i n g operations during the term of the 

lease. The applicable statutory de f i n i t i o n of owner, as quoted 

above, refers to the lessee, and only to the lessee. Therefore, 

the statutory language; 

"The pooling of properties or parts thereof shall be 
permitted, and, i f not agreed upon, may be required in 
any case when and to the extent that the smallness or shape 
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 the 
opportunity to recover his just and equitable share of 
the crude petroleum or natural gas, or both, in the 
pool; . . . " 

refers to lessees, and not royalty owners. 

Similar statutory provisions have been construed by the 

Supreme Courts of Mississippi and Louisiana. Superior Oil Co. 

v. Beery, 59 So. (2d) 85, 59 So. (2d) 844; Humble Oil & Refining 

Co. v. Hutchins, 59 So. (2d) 103, 64 So. (2d) 733; both by the 

Supreme Court of Mississippi; Smith v. Holt, 67 So. (2d) 93, by 

the Supreme Court of Louisiana. 

I f these cases are followed by the New Mexico courts, 

it 



no action by the Commission would be necessary, as the pooling 

of leases was accomplished when the Commission approved the well 

location and the dedication of 320 acres to that well. In the 

absence of j u d i c i a l determination, your Applicant requests that 

the Commission enter an order i n each of these cases determining 

that the 320 acre communitized or pooled unit was actually 

effected on the date of approval of the notice of intention to 

d r i l l , and that such order find that a regular 320 acre location 

for a gas well has been made, and that an appropriate unit for 

production of gas has existed at a l l times since such date. 

Your Applicant recognizes that issues as to lease 

termination or t i t l e are not before the Commission, and that 

such issues w i l l be determined before the Courts. Your Applicant 

does request that the Commission determine the effect of i t s 

rules, and by order declare that a pooled or communitized unit 

has existed as to each well since the Commission's action 

approved and r a t i f i e d the agreement of th§ owners to combine 

the several leasehold interests. 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEV/ MEXICO 

IN THE MATTER OF THE 
APPLICATIONSOF EL PASO 
NATURAL GAS COMPANY 
FOR REHEARING 

CASES NOS. 706-712 
846-852 
both inclusive 

To the Honorable Commission: 

Upon rehearing i n captioned cases, your applicant, El Paso 

Natural Gas Company, would show: 

1. The Commission's findings of fa c t are contradictory and 

inconsistent, and do not support the orders issued therein. 

The Commission found that a d r i l l i n g u n i t was established 

under the terms of Order R-110 upon approval of the Notices of 

Inte n t i o n to D r i l l a wel l properly located on a designated t r a c t 

of land i n which the leases of a l l working i n t e r e s t owners had 

f i r s t been pooled or integrated (Finding No. 5). I t found that 

the agreement of the working i n t e r e s t owners to communitize t h e i r 

leases complied with the provisions of Order R-110, and that the 

units selected as d r i l l i n g units likewise complied with Order-110. 

However, the Commission also found that communitization of the leases 

involved was agreed upon and effected on May 19, 195^> the date of 

the f i r s t hearing, held several months a f t e r the Notice of Inte n t i o n 

to D r i l l had been f i l e d and approved. 

Manifestly, the units Involved i n these cases were not 

established i n accordance with Order R-110 i f the leases therein 

were f i r s t communitized on May 19, 195^. No c i t a t i o n of authority 

Is necessary f o r the proposition that a v a l i d administrative order 

must be supported by a s u f f i c i e n t f i n d i n g of facts . The Commission 

cannot issue an al t e r n a t i v e order postulated on f i r s t one set of 

facts ana then another. 73 C.J.S. 466 et seq. 

Admittedly, the Commission does not have the authority to 

se t t l e disputes as to the ownership of leases. But i t necessarily 

has the power and the obli g a t i o n to determine f o r i t s e l f whether 

the requirements of i t s orders have been s a t i s f i e d by persons subject 

to i t s j u r i s d i c t i o n . 



I n Cheesman v. Amerada Petroleum Corporation, 227 S.W.2d 829, 

the court said: 

"We recognize that the commission cannot adjudicate the 
v a l i d i t y of an agreement any more than i t can adjudicate t i t l e , 
but i t has the same power to appraise the objections made to 
the Issuance of a permit as i t has to appraise the t i t l e on 
which an application f o r permit i s based." See also: Magnolia 
Petroleum Co. v. Railroad Commission, 170 S.W.2d 189. 

Such appraisal involves nothing more than a conclusion as to a past 

or present state of fac t s . In no sense, does i t constitute r e t r o ­

active administrative action. 

2. Each of the orders i n captioned cases i s a n u l l i t y . 

By d e f i n i t i o n , an order conclusively determines status, commands 

action i n unequivocal terms, or d e f i n i t i v e l y i n t e r p r e t s some law or 

ru l e . United States v. Los Angeles & Salt Lake R. Co., 273 U.S. 299; 

Carolina Aluminum Co. v. Federal Power Commission, 97 F.2d 435, 

73 C.J.S. 471 et seq. The al t e r n a t i v e orders involved do none of 

these things. The parties do not know whether the Commission has 

confirmed the units as of May 19, 195^ or communitized them as of 

January 12, 1958. I t i s true that they can go to court to f i n d out, 

but such action w i l l not validate a void order. 

As a l t e r n a t i v e orders communitizing a l l interests i n the u n i t s , 

e f f e c t i v e January 12, 1956, the orders are also i n s u f f i c i e n t I n 

that they f a i l to prescribe the terms and conditions under which such 

communitization s h a l l be accomplished, contrary to the requirements 

of Section 13(c) of the statute. 

3. Written, oral or implied agreements to communitize s a t i s ­

f i e d the requirements of Order R-110, as interpreted by the 

Commission p r i o r to August 31, 1956. 

The unrefuted testimony of Mr. Elvisa Utz on t h i s point was as 

follows: 

"Q. What was the practice and the requirements of the 
Commission with reference to obtaining permission to d r i l l a 
well upon a d r i l l i n g t r a c t w i t h i n the Blanco-Mesaverde Pool? 

"A. The only thing that we required during the period 
i n question was that the operator make a statement on his 
C-101 as to what acreage was dedicated to that w e l l and, i f 
communitization was necessary, that he would communitize i t . 
To the best of my knowledge, other than that there was noth­
ing required i n the way of communitization. (Tr. I I , p. 45) 

2. 



"Q. Do you f e e l that the procedure followed by the 
Commission p r i o r to August 31, 1953, i n approving notices of 
in t e n t i o n to d r i l l , without evidence of consolidation by pool­
ing agreement or otherwise, complies with that rule? 

"A. The Commission apparently thought that i t did or I t 
wouldn't have authorized the D i s t r i c t Offices to approve 
C-101's I n l i e u . The fact that i t took a considerable length 
of time sometimes to get communitization, I think probably 
prompted that procedure. (Tr. I I , pp. 47-48)" 

The pl a i n import and reasonable i m p l i c a t i o n of t h i s testimony 

i s that p r i o r to August 31, 1953 the Commission only required the 

assurance that the working i n t e r e s t owners i n the dedicated acreage 

would execute, w i t h i n a reasonable time, a communitization agreement. 

While an oral or implied agreement to communitize interests i n land 

might not s a t i s f y the Statute of Frauds, part performance i n f i l i n g 

a Notice of Inte n t i o n to D r i l l i n reliance thereon, together with 

actual d r i l l i n g operations, render the agreement enforceable. 

Griswold v. Public Service Company, 238 P.2d 322. 

While the practice of approving Notices on the operator's un­

supported declaration that a l l leases In the unit " w i l l be communi­

ti z e d " i s not a l l that might be desired I n the way of d e f i n i t e 

assurance, i t i s submitted that recognition of or a l and implied 

agreements to communitize actually made p r i o r to approval of the 

Notices subserves the p r i n c i p a l purpose of Section l ( a ) of Order 

R-110, while recognizing the p r a c t i c a l exigencies of the s i t u a t i o n . 

The purpose of any rule i s a relevant and highly persuasive considera­

t i o n i n determining i t s meaning. Hines v. Stein, 298 U.S. 94. 

When the Commission establishes spacing units and determines 

that the d r i l l i n g of more than one well thereon w i l l create waste, 

none of the owners of separately owned t r a c t s i n the u n i t has an 

absolute r i g h t to d r i l l f o r and produce o i l or gas from his lands. 

Each of them has a q u a l i f i e d r i g h t to d r i l l , subject to the require­

ment that they conduct t h e i r operations f o r the development of the 

entire u n i t . When a l l of the working i n t e r e s t owners agree that 

one of them s h a l l f i l e the Notice of In t e n t i o n to D r i l l with the 

understanding that they s h a l l each share i n the benefits and burdens 

of u n i t operations, the purposes of the rule are substantially 

s a t i s f i e d . As cf that date, the u n i t operator, the location of the 

3-



u n i t well and the acreage dedicated thereto are f i x e d . Thereafter, 

the owners i n the u n i t are obligated to execute such reasonable 

memorandum of t h e i r understanding and agreement as may be submitted 

to them. The performance of d r i l l i n g obligations should not be 

prohibited u n t i l the negotiation of every d e t a i l of the agreement 

has been completed. 

4. The law and the evidence support the conclusion that the 

working i n t e r e s t owners agreed to communitize t h e i r leases i n each 

of the units involved on or before the date the Commission approved 

the Notices of Intention to D r i l l thereon. 

Order R-110 prohibits the d r i l l i n g of a well u n t i l a l l 

Interests i n the u n i t have been communitized by agreement or other­

wise. Or d i n a r i l y , a permit to d r i l l carries with I t a presumption 

that i t was regularly issued i n accordance with the statute and the 

Commission's rules. Cheesman v. Amerada Petroleum Corporation, 

supra; Humble O i l & Refg. Co. v. Lasseter, 120 S.W".2d 541; 31A Tex. 

Jur. 630, 264. U n t i l some substantial and credible evidence i s 

Introduced to the contrary, a presumption exists I n a l l of these 

cases that the spacing units were established I n accordance with 

the provisions of R-110. That i s , that the working I n t e r e s t owners 

therein had consolidated t h e i r leases by agreement or otherwise on 

or before the date the Notices of I n t e n t i o n to D r i l l were approved. 

In any event, the record i n four of these cases c l e a r l y shows 

that communitization of the alleged working i n t e r e s t s , e f f e c t i v e 

May 15, '<,- v;es a legal i m p o s s i b i l i t y . At the hearing held 

May 19, 1954, Mr. Roland Hamblin, witness f o r applicant, t e s t i f i e d 

that a l l the working int e r e s t s i n each of the units involved were 

then communitized (Tr. I , pp. 8, 3, 10, 13, 14 and 15). El Paso's 

Exhibits 1-A, 1-E, 1-C and 1-D, the testimony of Mr. Edward John 

Coel pertaining to d r i l l i n g and production operations on the lands 

and leases shewn thereon (Tr. I , pp. 26-36), and Yager's Exhibits 

R-4, R-5J R-6, R-c ana R-10 (Tr. I I , p. 46) taken together support 

but one reasonable conclusion: I f the working interests i n the 

Calloway (Cases 709 and 849), Marcotte (Cases 710-850), Heaton 

(Cases 711 and 851) and Koch (Cases 712 and 852) units were 

4. 



communitized on May 19, 1954, they had necessarily been communi­

tiz e d p r i o r to September 1, 1953, the date on which the primary 

term of the Yager leases expired. 

No evidence was entered I n the record which refutes the pre­

sumption that the operator of any of the units involved i n these 

cases had f a i l e d to obtain the necessary agreements to communitize 

contrary to the requirements of Order R-110. Mr. Hamblin was 

cross-examined closely as to the names of the persons who had 

actually executed communitization agreements p r i o r to the f i l i n g 

of the Notices of Intention to D r i l l (Tr. I , pp. 22-24). The 

substance of Mr. Hamblin's answer was that he could not now be 

sure. The executed agreements were sent to Mr. Yager i n August 

of 1953 and have not been returned (Tr. I , p. 19). 

I t i s suggested that the executed or p a r t i a l l y executed agree­

ments believed to be I n Mr. Yager's possession are the best evidence 

as to the i d e n t i t y of the persons who had executed them p r i o r to 

August 31, 1953- I f i t deems t h i s evidence necessary and material, 

the Commission's a t t e n t i o n i s directed to i t s powers under 

Section 6 of the statute. 

I t i s applicant's p o s i t i t i o n that the law and evidence of 

record are s u f f i c i e n t to establish the date on which the working 

Int e r e s t owners agreed to communitize t h e i r leases i n the units 

involved. However, should the Commission desire add i t i o n a l evidence 

on t h i s point, applicant, upon rehearing, w i l l introduce f u r t h e r 

testimony f o r the purpose of establishing that a l l working i n t e r e s t 

owners agreed to communitize t h e i r leases i n each of the units 

involved no l a t e r than the date the Notices of In t e n t i o n to D r i l l 

were approved. 

In conclusion, applicant urges the Commission to grant the 

Applications f o r Rehearing f i l e d herein, and t h a t , upon rehearing, 

the Commission determine that each of the units involved i n captioned 

cases be recognized as a communitized or pooled t r a c t , e f f e c t i v e on 

the date the Notice of In t e n t i o n to D r i l l thereon was approved by 

the proper a u t h o r i t y , and that such pooling or communitization 
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accomplished by agreement of the working i n t e r e s t owners having the 

r i g h t to d r i l l i n t o and produce from the Mesaverde Gas Pool be 

confirmed and r a t i f i e d . 

Respectfully submitted, 

EL PASO NATURAL GAS COMPANY 

o. 



(Excerpt from article in Tulane Law Review, Vol. XXVII, Mb. 4, 
June 1953 - "Effective Dute of Forced Unitization Orders'* by 
Austin w. Lewis) 

It appears, therefore, that under the combined reasoning of the 
Placid Oil cotapany-yrth censraljqgaa. the Sverett-fallllos. and 
Sohlo~R,l*. company decisions.an integration order is net requir 
to place in motion the unitization features of the conservation 

, _ required 
place in motion the unitlzatisci features of tha Conservation 

Aat, but that this unitization ts eeeompliohed by fehe original 
field or unit order. Support fmmtfeie reasoning is also found In 
the decisions of Hood v. Southern Iteaiuctlon Co.*20 Bferdv v. Union 
produeing company , ax crlohtoa v» xajfcs *n4 MffTF TT t"T " 
yaughan,^ each of which laitnougn not squarely in point) stressed ie inability of the lease owner* of unit tracts other than the 
dr i l l site to dr i l l a second well en the unit and also pointed out 
that the location of the unit well is unimportant insofar as the 
division of revenues ls concerned. At least one of these decisions, 
crlchton v. Lee, also gave recognition to the pooling language 
contained in the unitization order Itself. This Is significant 
since some type of pooling provision will be found in a l l original 
unit orders, although the language of the pooling declaration may 
vary from order to order. 

The conclusion that unitisatlon is accomplished by the original 
unit order may also be justified on another ground. A careful 
examination of the Conservation Act causes one to wonder whether 
the industry has not built up a useless administrative practice in 
even requesting an integration order for a unit of determinable 
size and area where the operators are not in dispute. I t is sub­
mitted that ;he statute can resJily be construed to provide for 
such integration orders only where the lessees or owners of unleased 
Interests have failed to agree on the pooling of their rights and 
that in all other cases the integration order i s unnecessary even 
though the tmlt may consist of se^Krately owned tracts subject to 
different leases, i t will again fee noted by reference to Paragraph 
9 d t k of the statute that provision la made for the owners of two or 
more separate tracts to agree on the pooling of their interest and 
that where these owners have not so agreed, the Coamission shell 
require them to do so and to develop their lands as a drilling unit. 
Further provision is made for the allocation of production and for 
the sharing of the cost of development and operation of the pooled 
unit. Further provision is made for tho allaeasiott ef graduation 
nd for the oharing of the seat ef develesejseA and apcratlen sf she 
pooled unit, The term "ewsjars", as referred %» throughout this 
Integration section, Is defined in Paragraph * of the Act aa followst 

'»Owner* means the person who has the right to d r i l l into 
and to produce fro® a pool and to appropriate the production 
either for himself or for others.*2-* 

Tlie Supreme Court only last yet* in - rkanaas-?Louif 
my v. Southwest R&tup&l FpodtiefcliSR Cnrnnsnv.s5 

I S 

cammny v, southwest natural FFOdtiebleti Cow&aag*** r*e&a*tgsgi ihat 
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th© statutory definition of "owners'* referred to lessees and operators 
rather than to royalty owners, although the point now being dleeussed 
was not under consideration there. 

It would appear, therefore, that a mineral or royalty owner in 
a unit treat subject to lease, not having the right to d r i l l or 
produce, is not an owner' and that his approval of the original 
unit or his agreement on the pooling of his rights Is not necessary 
insofar as the need for the issuance of an integration order ls con­
cerned. This would mean simply that for a l l purposes of royalty, 
leasehold or leased mineral rights* forced pooling Is accomplished 
by the original unit order and that the Integration order i s reserved 
to settle disputes between lessees and the owners of unleased interests, 
and particularly to settle operational problems relating to the 
development of the unit. 

It appears to be reasonably well established, therefore, that for 
lease and servitude purposes, the unitization mt a drilling unit 
riavins a definite area and outline i s accomplished by the original 
unit ©rder, whether that result be arrived at by the conclusion 
that the integration order is not required or on the theory that the 
integration order merely confirms and formalises retroactively the 
existing unit, The acceptance mt this legal conclusion* however, 
certainly does not solve all problems which exist in connection with 
the issuance of the drilling unit orders. Two such problems will 
be mentioned briefly. 

20 
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ROYALTY OWNER COOPERATION IN THE UNITIZATION OF OIL RESERVOIRS 
By H. W. Penterman 

I play golf with a group of cheerful burglars who have a simple d i r e c t 
way of assisting anyone i n the group who happens to be having a bad day. They 
t e l l him that i f he i s hunting sympathy to look under "s" i n the dictionary. 

Unfortunately, i f one i s hunting the way to u n i t i z e an o i l reservoir, he 
cannot f i n d i t simply by looking under "u" i n the dictionary. Caesar wrote, 
" A l l Gaul i s divided i n t o three parts." Likewise, u n i t i z a t i o n i s divided i n t o 
three parts: The engineering aspects, the le g a l aspects and the business policy. 
My experience has been mainly concerned w i t h the l a t t e r . Mr. Sweeney asked i f 
I could contribute something on the subject of securing r o y a l t y owner cooperation 
i n the u n i t i z a t i o n of o i l reservoirs. 

I w i l l leave to others better q u a l i f i e d than I comments on the engineering 
aspects. I w i l l only say that the engineering problems are the f i r s t which must 
be considered when any cycling, pressure maintenance or secondexy recovery method 
of operating a reservoir i s contemplated. Unless such engineering analyses i n ­
dicate the promise of a very d e f i n i t e economic gain, abandon the whole idea at 
that point. 

Once the engineers have made a report which indicates something to be 
gained by the adoption of secondary recovery methods or pressure maintenance or 
other modern ways of producing a f i e l d , then the problem becomes one for the 
lawyers. The lega l procedure w i l l necessarily vary, depending upon where the 
reservoir i s located and whether i t i s Federal, State or fee land. A few states 
i n the Union, such as Oklahoma and Arkansas, have a statutory arrangement by which 
u n i t i z a t i o n of a f i e l d can be accomplished. Others such as Texas and I l l i n o i s 
have no such arrangement and any u n i t i z a t i o n i s e n t i r e l y voluntary cooperation. 
Louisiana has a statute pertaining to gas condensate f i e l d s only by which u n i t i ­
zation can be ordered a f t e r a hearing before the Conservation Commissioner. The 
Federal governrtent has a standard form of u n i t i z a t i o n agreement which i s adminis­
tered by the Depart-rrnt of the I n t e r i o r through i t s sub-divisions, the U.S.G.S. 
and the Bureau of Land Management. I n some states the problems of u n i t i z i n g the 
r o y a l t y interests i n a reservoir are indeed complex. P a r t i c u l a r l y where the lands 
i n part are Federal lands of one type or another, others are State lands and a l l 
are interspersed with private fee lands. So complex and cumbersome i n fact was 
the procedure that u n t i l the passage of the 0'Mahoney-Hatch B i l l i n 19^7 u n i t i ­
zation where Federal Lands were involved largely languished. 

My f i r s t experience with the problems a f f e c t i n g the u n i t i z a t i o n of a whole 
reservoir was some 20 years ago. I pounded the pavements i n quite a number of 
Texas c i t i e s attempting to get signatures to the u n i t i z a t i o n agreement f o r the 
North Dome at Kettleman H i l l s . I knew nothing at a l l about the matter and I was 
having something less than mediocre success. I f i n a l l y asked f o r some help from 
the people i n C a l i f o r n i a who sent me a stack of reports and exhibits over a foot 
high ( i speak l i t e r a l l y ) . After wading through t h i s great mass of material, and 
as a r e s u l t , getting a better idea of what i t was a l l about, I could more i n t e l l i ­
gently explain i t . I returned to the task of gett i n g owners' signatures and my 
subsequent e f f o r t s were crowned with very considerable success. 



The next project which I r e c o l l e c t now and one which took a very great 
amount of hard work was the u n i t i z a t i o n of the working interests i n the Van Pool 
i n Texas. I t has been approximately 20 years since I have had occasion to think 
about that matter and the deta i l s of the arrangement f i n a l l y reached are somewhat 
vague i n my mind. I do know, however, that some of the worst d i f f i c u l t i e s en­
countered were due to the f a c t that the f i e l d was not completely developed and 
we did not know what producing horizons future development might bring f o r t h , 
either h o r i z o n t a l l y or v e r t i c a l l y . As I r e c a l l , we made an arrangement whereby 
there were some three or four periods of re-evaluation at yearly or bi-yearly 
i n t e r v a l s . I n any event, the arrangement contemplated that f u l l information 
would be available before the f i n a l p a r t i c i p a t i o n of the parties became fix e d . 

Some years ago I had something to do with u n i t i z a t i o n of an entire f i e l d 
i n I l l i n o i s where water flooding operations were to be conducted. There were 
several hundred ro y a l t y owners concerned. They were scattered a l l over the 
United States, some i n Canada and some i n South America. A few larger royalty 
owners resided l o c a l l y , and these were approached personally. However, a great 
many had to be contacted by mail. To assist such parties i n coming to a decision 
we prepared a simple, concise statement based on the conclusions of our own and 
several engineering consultants, t e l l i n g what we expected to do and what we ex­
pected to receive. We t o l d them that u n i t i z a t i o n of the properties was necessary 
to achieve these results and asked f o r t h e i r cooperation. We got i t - 100 per cent, 

I n the l a s t three or four years I have had some part i n the u n i t i z a t i o n of 
the Elk City Hoxbar Conglomerate reservoir. To accomplish t h i s we c i r c u l a r i z e d 
the r o y a l t y owners by mail, we held r o y a l t y owners' meetings, we i n v i t e d repre­
sentatives of the r o y a l t y owners and t h e i r Royalty Owners Associations (of which 
there were two) to s i t i n on the various committees. A l a Winston C h u r c h i l l , 
there never was so much information on so many d i f f e r e n t phases of the subject 
put out to so many people. There has always been a great d i v e r s i t y of opinion 
as to how the Elk City reservoir should be uni t i z e d and what p a r t i c i p a t i o n formula 
should be used. Despite most vigorous early opposition to u n i t i z a t i o n of any kind, 
a f t e r f u l l information was made available, there was never any more than a n e g l i -
ble percentage of the royalty owners who believed that a u n i t operation was not 
the th i n g to do. The o r i g i n a l Elk City Unit has now been enlarged three times 
and w i t h each succeeding enlargement the percentage of ro y a l t y owners r a t i f y i n g 
the arrangement has increased. 

Cver the years I have had something to do with many other smaller Unit 
arrangements i n addition to those heretofore mentioned. I learned from these 
that there seems to be no s u r e - f i r e , deathless formula f o r ge t t i n g royalty owners 
to agree to any u n i t i z a t i o n problem. I do believe that I can discern one common 
denominator, one d i s t i n c t i v e c h a r a c t e r i s t i c , i n a l l these instances. I t i s common 
to both lessees and ro y a l t y owners. That i s the very human t r a i t of s e l f - i n t e r e s t . 
At f i r s t glance i t may seem to be ju s t p l a i n selfishness; the outcropping of the 
old Adam inherent i n a l l of us. Strange as i t may seem, however, i f i t were not 
for t h i s , u n i t i z a t i o n of any o i l f i e l d would be impossible. 

The s e l f - i n t e r e s t s of the individuals i n any large group are bound to con­
f l i c t . S e l f - i n t e r e s t alone, therefore, w i l l not get the job done. I n a l l cases 
of successful u n i t i z a t i o n there seems to have been an added q u a l i t y to s e l f -
i n t e r e s t . I t i s what I c a l l en]ightened s e l f - i n t e r e s t . By that I mean s e l f -
i n t e r e s t which has received an education. The person charged w i t h the responsi­
b i l i t y of securing the u n i t i z a t i o n of an o i l reservoir nust see to i t that a l l 
f a c t u a l information pertinent thereto i s so w e l l impressed upon operators, r o y a l ­
t y owners and a l l concerned, that they are enabled to view the problem not merely 
wi t h s e l f - i n t e r e s t but with enlightened s e l f - i n t e r e s t . They become w i l l i n g t o 



give and take, to concede a b i t here, to gain a l i t t l e there so that a workable 
arrangement can be reached by which everybody can receive some f a i r share of the 
o v e r - a l l benefits. When a u n i t operation i s j u s t i f i e d , make the facts available 
so that enlightened s e l f - i n t e r e s t can become the motivating influence. Otherwise, 
there w i l l be no u n i t . 

An o i l pool i s a u n i t i n i t s e l f . Tc achieve the best results i t must be 
operated as a u n i t . Man can draw lines upon the surface of the earth and say to 
his neighbor, "What I can get out on t h i s side of the l i n e i s mine and what you 
get out over there i s yours." These words have no compelling a f f e c t upon mother 
nature's d i v i s i o n of the contents of the reservoir beneath the surface. Diverse 
ownership makes d i f f i c u l t and complex the attainment of true conservation. The 
increased benefits of true conservation when they are c l e a r l y disclosed, are the 
lure which appeals to the s e l f - i n t e r e s t inherent i n a l l of us. Only because of 
increased benefits are we w i l l i n g to consider even a p a r t i a l r e s t r i c t i o n of our 
i n d i v i d u a l r i g h t s , such as u n i t i z a t i o n . S e l f - i n t e r e s t having available a l l the 
f a c t s , becomes enlightened s e l f - i n t e r e s t . I t w i l l disclose the pathway to a 
successful u n i t program. 

Because I advocated a u n i t i z a t i o n program, I have actu a l l y , on more than one 
occasion, been accused of favoring s o c i a l i s t i c or communistic thinking. I w i l l 
waive my r i g h t s under the F i f t h Amendment and state to you that I am a f i r m believe 
i n the American competitive system of free c a p i t a l i s t i c enterprise. So are most 
roya l t y owners that I know. This system has produced more goods at lower prices, 
to the greater benefit of a l l , than any other economic system yet devised. ' To my 
mind there i s nothing improper or immoral i n getting a l l one can out of operating 
his business; his farm, his mine, his plumbing shop or his o i l w e l l . C a l l that 
selfishness or s e l f - i n t e r e s t i f you w i l l . I f one gets too s e l f i s h and t r i e s to 
get too much out of his e f f o r t s , his prices get too high and competition deprives 
him of customers. The modern e f f i c i e n t methods of producing an o i l reservoir have 
j u s t one objective. That i s , by the increase of production and the lowering of 
costs to provide more economic benefits. Many people at f i r s t glance think that 
a u n i t proposal i s evidence of some sort of s o c i a l i s t i c or communistic program. 
They think of i t as a g l o r i f i e d share-the-wealth scheme. I t i s the antipode of 
t h i s . The purpose of the u n i t operation i s for each owner to get a larger r e t u r n 
from what he owns - f o r himself. That i s neither socialism nor communism. Never 
l e t any s i l l y notions on t h i s point go unchallenged. 

To sum up, the i n d i v i d u a l who has the job of attempting to get an o i l r e ­
servoir unitized must take these three steps. F i r s t , get an engineering report 
which i s the composite of opinions of as many good men as you can get to work on 
the problem. Second, a f t e r you have determined what your problem i s , t e l l i t to 
your leg a l committee and have them arrange to prepare the necessary contracts 
and agreements to make i t e f f e c t i v e . The l i m i t a t i o n of the science of reservoir 
engineering i s such that engineers cannot be 100 per cent accurate. Lawyers have 
d i f f e r e n t ideas as to how best to serve t h e i r c l i e n t ' s i n t e r e s t . With a l l due 
respect to these professions, and recognizing these l i m i t a t i o n s , then comes the 
t h i r d step; the business decisions which have to be made i n adjusting c o n f l i c t i n g 
opinions and ideas i n order to reach a workable agreement. The attempt to reach 
t h i s agreement i s a f u t i l e gesture unless there has been s u f f i c i e n t information, 
f u l l y and f r e e l y disclosed to everybody concerned; both operators and royalty 
owners. Then w i l l the enlightened s e l f - i n t e r e s t of the group make certain of 
a successful u n i t . 



Ch. 65 Utah Laws o f 1955 

Sec t ion 6-G 

Each p o o l i n g order s h a l l make p r o v i s i o n f o r the d r i l l i n g 

and o p e r a t i o n of a w e l l on the d r i l l i n g u n i t , and f o r the payment 

of the reasonable a c t u a l cost t h e r e o f , i n c l u d i n g a reasonable-

char <re f o r supervision and storage f a c i l i t i e s . As to each owner 

who refuses to agree upon the terms f o r d r i l l i n g and op e r a t i n g 

the w e l l , the order s h a l l provide f o r reimbursement f o r h i s share 

of the costs out of, and only out o f , p r o d u c t i o n from the u n i t 

represent ing: h i s i n t e r e s t , excluding r o y a l t y or other i n t e r e s t 

not o b l i g a t e d to pay any p a r t of the cost t h e r e o f . I n the event 

of any dispute as to such cost, the Commission s h a l l determine the 

proper costs. The order s h a l l determine the i n t e r e s t of each 

owner i n the u n i t , and may provide i n substance t h a t , as to each 

owner who agrees w i t h the person or nersons d r i l l i n g and operating 

the w e l l f o r the payment by the owner of h i s share of the costs, 

such owner, unless he has agreed otherwise, s h a l l be e n t i t l e d to 

rec e i v e , subject to r o y a l t y or s i m i l a r o b l i g a t i o n s , the share of 

the production of the w e l l a p p l i c a b l e t o the t r a c t o f the consent­

ing owner, and, as to each owner who does not agree, he s h a l l be 

e n t i t l e d to receive from the person or persons d r i l l i n g and opera- ' 

t i n g the w e l l on the u n i t h i s share of the pro d u c t i o n a p p l i c a b l e 

to h i s i n t e r e s t , afte"r the person or persons d r i l l i n g and operating 

said w e l l have recovered the share of the cost of d r i l l i n g and 

ope r a t i n g a p p l i c a b l e to such nonconsenting owner's i n t e r e s t plus 

a reasonable charge f o r s u p e r v i s i o n and storage. Each consenting 

and non-consenting owner s h a l l be e n t i t l e d to r e c e i v e , subject to 

his paying or making arrangements w i t h the owner or owners opera­

t i n g the w e l l f o r the payment of a l l a p p l i c a b l e r o y a l t i e s , over­

r i d i n g r o y a l t i e s or other burdens on pro d u c t i o n and h i s r e s p e c t i v e 

share of c u r r e n t o p e r a t i n g or other costs i n c i d e n t a l to the 
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Section 6-G 

e f f i c i e n t operation of the w e l l , h i s share r e s p e c t i v e l y of produc­

t i o n a l l o c a t e d to the t r a c t or t r a c t s i n which he holds an 

i n t e r e s t ; provided, however, t h a t a non-consenting owner of a t r a c t 

i n a d r i l l i n g u n i t which i s not subject to any lease or other 

contract f o r the development t h e r e o f f o r o i l and gas s h a l l be 

deemed to have a basic landdowners r o y a l t y of one-eighth ( l / 8 ) or 

twelve and one h a l f per cent (12 1/2$) of the production a l l o c a t e d 

to such t r a c t . 

-2-



WSKU tm tt»VQIta¥20I CCMOSSIQK OF f i t S?A» OF QHA10IIA 

IB THE MATTER Of f SH AFPLIGATI01 OF 0. C. FAKKIE ) 
FOB rmum cmm uro AD<JBDXCATX» TM RIGHTS AIR \ 
EQUITIES OP THS {MORS OP THE MXEERAL AMD LXASIB ) 
PREMISES IS ASD UNDM THE Hi/4 OP Ml/4 OP SBCTICW ) 
13, TCWISHIP 1 HORTH, RAMOS 3 WEST, GARYII COWKJ 
OnXAHCMA, J 

REPORT OP Tig COMggglOl 

This saws* ean* on for hearing before the Corporation Senml*sion of 
Oklahoma en th* 11th day *f Fabruery, 1954, *t 10 e«olo«k a.au, in th* Cewade-
si*n*a Court Reeaf Capitol Offiee Building, OnOaJwaw Sity, Gklahana} the Icaorahl* 
R«f*rd 2*nd, Chalraan, Ray 0. V H U , Tlee-Cbaiman, aad Ray 6. taws, C«aatiaslec#?, 
sitting. 

Houston Bus Hi l l , Atterney, appeared f*r th* applicant, 6. 0. Farter; Rareld 
Freeman aad S. H. ling, Attorney*, appeared f«r tboaseivo* and f»p T. J . Sail ant 
John Dewdj and Floyd Green, Conservation Attorney, aad Perrill P-Oger*, Assistant 
C*nB*rTati*n Attorney, appeared for th* Coaalssion. 

When th* Ms* wa* called, tb* M M wa* r*f*rr*d to V. I . Sellers,, Trial KBMB-
in*r, for ta* purpe** of taking testimony aad reporting to ta* 6canie*l*a. 

Th* Trial Ineainer pr*«*odod to hoar ta* cans* aad aa* filed al* report horela 
r**oaa*ading that th* applie*tl*n be (ranted, aad that tia* wa* allow** for caaept-
i*aa te fee filed t* aaid report, aad aoa* ha vine been filed, aaid i I I — l a d i l 1*u 
aad roport are horohy adopted aad tho Conodssien thorofor* finds aa fallow*i 

Z I I £ i 1 2 1 
1. That thi* is an application of 0. C. Parker for an ordor pooling aad 

adjudicating th* right* and canities of tho owners ef oil and ga* leas** la tho 
BY/4 of *l/4 of Soetioa 13, Towaohlp 1 ierth, Range 3 West, Garvin County, Okla-
hona, far th* production of oil and ga* froa tho McLish Sand, eoaaon source of 
•apply. 

2. That th* Coaaisaion haa Jnrisdistien over tho subject natter h*rola| 
that notice has been given in all respeets as required by low aad tho above 
named partiaa appeared to pretest their interest la th* natter. 

3. That by Order lo. 244*9, a* extended hy Ordor lo. 27365, the Cenatissian 
established 40 a*re drilliag aad *pa*lng waita far ta* prediction of oil and ga* 
froa tho NeLish Sand la this ar*a, aad th* SV/4 of 0/4 of said Seetion 13 con­
stitutes one of said malts. 

4. That th* applicant ls th* ewaer of aa oil aad gas lea** on all of said 
wait •xoopt th* Sevtheast 10 sores thereof which is owned by Harold Pro—BS, 
3. H. King, et al, and th* applioaat desires to drill a woll oa said malt aad 
aa* b**n unable to agree with tho owaor* of th* outstanding vnleased aiaoral 
interest, an a plan for tho develepnent of said unit) that aa ordor should bo 
•ado pooling tho oil and ga* leasehold Interest in said molt for th* production 
of oil and ga* froa the MaUsh Sand, and 0. C. Parker should bo ponalttod to 
drill and operate the well on said unit. 

5. That for th* purpose of tho ordor In thi* case, th* fair, reaaonmble 
oash aarkot value of an oil and ga* lease for the MaLish Sand on said 10 aor* 
treat should be find at $750.00 p*r a or*, and th* cost of drilling, ooanlotiag 
and equipping a well te said formation should bo find at approximately |35S,000 
to 1400,000.00. 

4. That taking Into consideration tho right* and equities of tho parties, 
an ordor should be aado providing for three alternative*, a* fellowsi 

Cause CC lo. 53*9 

Ordor So. 2818? 

'LLEGIBLE 

/ \ 



2*187 

SECONDt That tha owner* of the outstanding unloosed mineral 
interest* in said unit shall bo paid by th* applicant tho 
sum ef 1750.00 psr aero as mineral eompenaation in lion of 
their right to participate in the working interest in said 
wall and the 7/dth* leasehold production thorofrcm. 

THlHOi That tho owner* of tho outstanding unleased mineral 
interests in said unit shall bo permitted to await th* outcome 
of tho drilling of said well, and i f production i s found ln tho 
NsUsh Sand, that tho applicant bo permitted to withhold from 
their proportionate char* ef J h f j ^ j ^ M j ^ a ^ j m t ^ ^ m - ; 
from said well until each time ac the applicant lc roimbureem 
in the sun of 125 percent of such outstanding owners* propor­
tionate part ef the cost of drilling, completing and equipping 
said well, after which time the owners of the outstanding un> 

\ leased mineral interest* shall receive their propertionat* 
share in the working interest in said well. 

5. That the owners of tho outstanding waloasod mineral interests ia said unit 
are hereby required to make aa election within 15 day* of the date of thi* ordor ac 
to which method they desire te pursue in the development of said unit and aaid 
•lection shall bo mad* in writing aad addressed to Mr. Houston Bus R i l l , attorney 
for th* applicant. Republic Building, Oklahoma City, Oklahoma, and a cow •* 
same shall bo nailed to the Corporation Commission of Oklahoma) that i f cold *leetiea 
is act aad* within said time, then i t wil l be assumed that th* cwaere of tha out­
standing unleased niaeral interests havo elected to tako a bonus of #750.60 par 
aero in lieu of their right of participating la the worklag inter*«t la said wall 
and th* 7/8th* working interest production therefrom. 

BOO AID MXrORHED this 25fch aay # / February, 195*. 

eCRPORATIOI C0MK£S3X0ft OF CmXABXatt 

, Chairman 

., Viee-Chalrmaa 

j 0 n e s Ceaadsoiomer 

ATTEST! 

Tor. Mc Murray 
Secretary 

ILLEGIBLE 
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FIRSTi Thai the owners ef th* outstanding unlsased mineral 
inter*ati should bs raquired t* pay their proportionate share 
ef the oest ef drilling, completing aad equipping aaid wall 
te the applicant herein, er fomlah oatiofaetery evidence fer 
the payment thereof within 15 dayi frea the data of tho order 
of the Coaniaeion, and receive therelet their proportionate 
•hare of the working interact In caid well. 

SfCCMPi That the ownera of the outstanding unloacod mineral 
latereetc in aaid unit ahoald bo paid by the applicant th* 
•an of $750.00 per acre ac nineral eempeneatien in lion tf 
tholr right to participate ln tho working interest In said 
woll aad the 7/tths leasehold preduetlen therefrom. 

THIRD> That the owacra of the outsteading unloacod niaeral 
interests In said unit should bo permitted tc await the twiotmt 
ef tho drilling of said well, and If production lc fouad U the 
McLish sand, that the applicant be permitted te withhold from 
their proportionate chare of the worklag interest production 
from said woll until such time as the applioaat ic nlifaFtti 
in the ran of 125 percent cf each outstanding owners' prtptr* 
tlonatc part cf the ccct tf drilling, completing aad t^i fulg 
said well, after which tla* the owners ef the catstamditf *•» 
loacod aincral intsrosts should receive their proaertltaatt 
chare ln the working interest in said well. 

7. That the owasrs ef the cut standing unleased aincral iatcrtfft ahtftld fcf 
Wfrtrtd tt elect within 15 days ef the date tf the order of tht 0emm*«tian |m 
^Mf fence which method they desire tt pursue la tha devcltmucat tf tjfcil H*t f 

Ml $| such election ic act aade within aaid tint, then lt should be •MMfi 
H t l thoy have elected tc take a bonus la the cm cf $750.00 per agpf ag ftlntnaj, 
IsaWMiUtm Im lieu tf their right te participate la tat working Imtertft l i 
MM Kell aad taa 7/tths lcasshold predmctlea taertfrra. 

I . That ln the laterect tf encouraging dcvoltpmeat la the crca, temnadmj 
IM ffoateat ultimate recovery of oil from tht Pool, tht prevention af mmâq gmj 
l i t Bftttttitn tf ecrrelativo rights, this application abould be gim«tt4( 

O S J l 
IT If THBUP0BS OUUQUD by tat Corporation Commission af Oklihtmo as ftllfajfl 

1. That 0. 0. Parker be, and be is heresy permitted sad amtamfdjal tf (>4U 
, templet* a weU fcr the preduetlen tf t i l and gas frcm tht MeUsh 9*ad. taffe 
% *t 0/4 tf tecticn 13, Tewnshlp 1 Itrth, Range 3 West, Oarvin ftnmtf, S^cma., 

t. That tht tarn tf #350,000.00 U $400,000.00 Is fixed, ftr tht Mfffat ff 
IMf Pfmtr, ac tht cttt tf drilling, completing and equipping a well I f taM tfauTM 
ftmsff tf supply, and ln ths event there lc a dispute at tt such cost af%en t£f~viU 
IHI Itta campleted, the Ocamdsciea rtssrves juricdietltn for tht pmrptsq ff nii|fct»r 
WUAM omth CCSt. 

M9K 

I . That ftr the par pees ef this order, the saa ef $750,00 per serf If &mgt 
§ | | fair and rtatenable mlatral •eapeneatien to be paid ln Uta tf tht rigM §f 
lgm|4clpation la tht working intersst in caid well and the 7/Oths leacehcld p*tr 

thtrtfrem, 

4. That tht fcllewing alternatives shall bs providedi 

fllfiTi That the ownen tf tht cut standing unleased mineral 
laterests shall be required te pay their proportionate soars 
cf the sect cf drilling, cempltting and equipping aaid well 
tt tht applicant herein, er furnish satisfactory svidsace ftr 
tht payment therttf within 15 days from the date sf tht erdcr 
tf the Commission, and resolve thcrsfcr their proportionate 
chare ef tht working interest ia said well. 

ILLEGIBLE 
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SBCOMDt That ths m t n of the outstanding traleased mineral 
interests in said unit shall he paid by th* applicant the 
sun cf 1750.00 per core as aincral compensation in Ilea cf 
their right te participate in the working interact in caid 
well and the 7/6the leasehold preduetlen thcrcfrem. 

THIRDi That the ewnere cf the outstanding unleased aincral 
interest* in said unit shall be permitted tc await the euteeme 
cf the drilling cf said well, and if production lc found In tho 
KcLlsh Sand, that tho applicant ho permitted to withhold from 
their proportionate cbaro of thcjfo^^ 
froa said well until such tine ae the applicant io reinoureod 
in the sua of 125 percent of such outstanding owners* proper* 
tlonatc part of the coat of drilling, caBploting aad equipping 
said well, after which tine the owners ef tho outstanding un-

\ leased aincral interest* shall receive their proportionate 
'•" share in the working interest in aaid weU. 

5. That the ewncrs of tho oatsteading unleased mineral interestc la said unit 
are hereby required to make an olooticm within 15 days of tho date of this ordor ac 
to whioh nethod they desire to pursue la th* development of aaid unit aad aaid 
election shall be made in writing aad addressed to Mr. Houston lac Hill, Attorney 
for the applicant. Republic Building, Oklahama City, Oklahoma, aad a copy of tae 
same shall bo mailed to tho Corporation Commission of Oklahoma) that If aaid election 
ic not aade within said time, then it trill be assumed that tho owner* ef th* out­
standing unleased mineral lntoroctc have sleeted to take a bonus of #750.00 par 
aero ln lion of their right of participating in th* working interest la aaid wall 
and th* 7/8ths working intereat production therefrom. 

BOHR AID PERFORMED thia 25th aay February, 195*. 

C0RP0RATX0I COhWtSSIOl! OF OaTJlKMi 

, Chairman 

Rav C. , Vise-Chairman 

* Commdaaiomor 

ATTBSTt 

Tern McVurray 

Secretary 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

Deeeaber 17, 1954 

Mr. Jack Campbell, Attorney 
224 J. P. Whit* Building 
ROSWELL, M H 

Dear Sir* 

Cb behalf of your client, Hr. Saul lager, et al, we 
enclose copies of Oil Ctjaserration Coaaission orders 
as followsi 

Order R-560 ia Case 706 
Order R-546 ia Case 707 
Order R-547 ia Case 708 
Order R-54S la Case 709 
Order R-549 ia Case 710 
Order R-557 la Case 711 
Order R-558 la Case 712 

These orders were signed as of December 16, 1954, aad 
placed in the Coaavisfllon's permanent entry book on De­
cember 17, 1954. 

Very truly yours, 

W. B. Macey 
Secretary - Direotor 

WBMsnr 

Encl 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E , NEW MEXICO 

Dece*ber 17, 1954 

Sl Paso Natural Gas Company 
Bassett Tower 
EL PASO TEXAS 

Gentlemen* 

We enclose orders Issued by tne OH Conservation Com­
mission as followsj 

Order R-560 in Case 706 
Order R-546 la Case 707 
Order R-547 la Case 708 
Order R-548 la Case 709 
Order R-549 ta Case 710 
Order R-557 in Case 711 
Order R-558 la Case 712 

These orders were signed on Deciaber 16, 1954* aad plaoed 
in the Commission'e permanent entry book oa Seeeaber 
17,*954. 

Very truly yours, 

W. B. Macey 
Secretary - Director 

WBMsnr 



OIL CONSERVATION COMMISSION 

P. O . BOX 871 

SANTA F E , NEW MEXICO 

January 10, 1956 

MEMORANDUM 

TO: Governor Stasia and Land Coaaaissioner Walker 

PROM; W. B. Macey 

SUBJECT: Cases 706 & 846, Order R-560-B 
Cases 707 & 847, Order R-546-B 
Cases 706 le 8*8, Order B»547«B 
Cases 709 & 849, Order R-548-B 
Cases 710 a 850, Order B-549-B 
Cases 7U & 851, Order *>557-B 
Cases 712 & 852, Order R-55B-B 

This aeao covers a l l of the above-captioned consolidated cases 
and the orders entered in eaeh case. These eases originally came before 
the Coamission in July of 1954, and after the entry ef the original order 
a rehearing was granted. The orders attached hereto are the orders 
entered after rehearing in eaeh of the cases designated above. 

All of the cases involve gas proration units in the Blanco 
Mesaverde Gas Pool in San Juan County, New Mexico, and involve H Paso 
Natural Gas Coapany on one hand and a group of individuals from Tulsa, 
Oklahoma, whose chief spokesmen, Mr. Saul Tager, Is represented by Mr. 
Jack M. Campbell* In eaeh instance, both parties have submitted very 
extensive briefs on the legal technicalities involved in these orders. 
The entire problem presented te the Commission was based on the fact 
that El Paso Natural Gas Company obtained leases from the "Tager Group", 
the leases not having any pooling clause* 

Under the Blanco Mesaverde Pool rules, i t is essential that 
each drilling uait contain 320 acres and the pool rules (Order R-110) 
state as follows: "No well shall be drilled . . . . unless auch well 
be located on a designated drilliag unit of not lees than 320 acres of 
land • . . • ia whieh unit a l l the Interests are consolidated by pooling 
agreement or otherwise ..,.** 



thm applications of H Fes© in each instance requested 
compulsory coaaanitiaation of tho acreage involved, and the companion 
application requested determination and ratifloation of the coaauni-
tiaation in each instance. The original Commission orders entered 
after the original eases held that the eoaaualtisatien was effective on 
the day that the Coamission or the regulatory group involved (U.S.G.S*) 
approved the notice of intention to drill the well on eaeh specific 
tract, 

Mr« Kitis and 1 have spent a considerable amount of time 
reviewing all of the facts and evidence entered in this ease and a l l 
of the legal background in other states pertaining to eonjpulsory 
eosmnmltisatien and have come te the conclusion that the original 
order which was entered was in error* We feel that ia view of the 
specific retirement Of the pool rules that a l l interests be "con­
solidated by pooling agreement or otherwise1*; that i t is necessary 
for the operator of a proration unit to actually have an agreement 
between all of the parties involved or a Commission order compelling 
them to join in the agreement prior to the time they start their well, 
and that the communlt isatlen is effective only when the parties are in 
complete agreement or when an order Is entered. 

We further feel that the word "interests11, as used in the pool 
rules, pertains solely te the "owner*; that i s , the man who has the right 
to drill on the land and prospect for oil and gas. Although Sl Paso 
Natural and the other owners in each area may have had an agreement to 
consolidate or pool their leases prior to the time the wells were started, 
the only evidence which this Commission has that a l l of the interests were 
consolidated by agreement was on the date of the first hearing in these 
cases, Kay 19, 1954. It is perfectly possible that the companies involved 
in these cases actually had an agreement prior to this date, but we do not 
have any evidence of such agreement. 

The reason that the effective data of the communitisatlon, 
as recognised by this Commission, is important is that there would be 
some lease expirations involved if there vas not an actual communltisation 
agreement effected prior to the expiration date* It is for this reason 
that in each order we have entered an alternative order which makes the 
effective date of cemmumitisation the date of this order in the event 
subsequent adjudication as to the title of leases renders our original 
portion of tbe order nail and void* 

If you feel that further discussion ef these orders is necessary, 
I will be glad to arrange a meeting with you for Mr. Kitta and myself; 
however, I am firmly convinced that the orders that we have entered are 
proper. 
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O I L C O N S E R V A T I O N COMMISSION 

P. O . BOX 871 

S A N T A F E , N E W M E X I C O 

January 13, 1956 

Nr* Ben H©well 
£1 Paso Natural Gas Co. 
P.O. Box 1492 
Sl Paso, Texas 

Dear Sir: 

We enclose a copy of each of the following orders issued 
January 12. 1956, by the Oil Conservation Cossdssion: 

Cases 706 & 846, Order R-560-B 
Cases 707 & 847, Order R-546-B 
Cases 708 & 848, Order R-547-B 
Cases 709 & 849* Order R-548-B 
Cases 710 & 850, Order R-549-B 
Cases 711 & 851, Order R-557-B 
Cases 712 & 852, Order R-558-B 

Very truly yours. 

WBM:brp 
Ends, 

W. B. Macey 
Secretary - Director 



OIL CONSERVATION COMMISSION; 
P. O. BOX 8 7 t 

SANTA F E . NEW MEXICO 

January 13, 1956 

Mr. Jack M. Campbell 
Campbell & Russell 
J. P. White Building 
Roswell. New Mexico 

Dear Sir: 

We enclose a copy of eaeh of the following orders issued 
January 12, 1956, by the Oil Conserration Commission} 

Cases 706 & 846, Order R-560-B 
Cases 707 & 847, Order R-546-B' 
Cases 708 & 348, Order R-547-B 
Cases 709 & 849, Order R-548-B 
Cases 710 & 850, Order R-549-B 
Cases 711 & 851, Order R-557-8 
Cases 712 & 852, Order R-558-B 

Very truly yours. 

W. B. Macey 
Secretary - Director 

WBM:brp 
Ends. 
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(S/ (^Paso ^Ylalural ^)as (Company, 

' exas (8/ ^Paso, ffe: 

January 30., 1956 

New Mexico O i l Conservation Commission 
P. 0. Box 8?1 
Santa Fe^ New Mexico 

Gentlemen: 

Enclosed you w i l l f i n d f i v e copies each of Applications f o r 
Rehearing i n the Yager cases. 

A copy of each Application has been furnished to Mr. Jack 
Campbell., attorney f o r Mr. Yager. 

Yours very truly, 

enc. 
c-Lease Department 



<§/ iso Qtyatural Qas (Company, 

<&l <^Piso, dexas 

February 9,- 1956 

O i l Conservation Commission 
Santa Fe 
New Mexico 

Gentlemen: 

Attached are three copies of El Paso's Br i e f and Tender 
of Proof i n Cases 706-712 and 846-852, both inclusive. 

Yours very truly, 

/ / John A , Woodward 

att. [/ 
cc-Jack Campbell, Roswell., New Mexico 

A, K. Montgomery, Santa Fe. New Mexico 
Lease Department 



A as-

ASSiGNI.IENT Or OIL AND GAS LEASES. 

PRIVATELY OWNED LANDS ^J^ s S ^ ^ ^ / * * * * ! 

r,NO/< ALL MEN BY THESE PRESENTS: 

That the undersigned DELHI OIL CORPORATION',,.fa -..Delaware 

c o r p o r a t i o n , whose address i s 1314 V.'ooJ S t r e e t , Dallas, Texas 

( h e r e i n a f t e r c a l l e d "ASSion o r " ) , f o r anc i n c o n s i d e r a t i o n of the 

S-:TI of Ten Dol l a r s (S10.00), and other good and valuable considera­

t i o n , the f u l l r e c e i p t and s u f f i c i e n c y of which i s hereby acknow­

ledged, does hereby s e l l , assign, t r a n s f e r , set over and convey 

unto LL PASO NATURAL GAS COMPANY, a Delaware c o r p o r a t i o n , whose 

address i s Bassett Tower, E l Paso, Texas ( h e r e i n a f t e r c a l l e d 

"Assignee")* i t s successors and assigns, a l l r i g h t , t i t l e and i n ­

t e r e s t of Assignor i n and to those c e r t a i n o i l and gas mining 

leases described i n E x h i b i t "A" attached hereto and made a p a r t 

hereof f c r a l l purposes; 

TO HAVE AND TO HOLD the same unto Assignee, i t s succes­

sors and assigns f o r e v e r , subject, however, to the f o l l o w i n g : 

1. In said leases, assignments thereof and other i n ­

struments and documents p e r t a i n i n g thereto there are excepted 

and reserved to or assigned f o r the b e n e f i t of the various lessors 

assignors and others c e r t a i n r o y a l t i e s , o v e r r i d i n g r o y a l t i e s and 

other r i g h t s and i n t e r e s t s i n , to and connected w i t h o i l , gas and 

other minerals produced from and under said leases, reference 

oeiny here made to said leases, assignments, instruments and doc­

uments f o r a more p a r t i c u l a r d e s c r i p t i o n of the terms t h e r e o f . 

This Assignment i s made expressly subject to a l l such r o y a l t i e s , 

o v e r r i d i n g r o y a l t i e s and other r i g h t s and i n t e r e s t s so excepted, 

reserved or assigned, as set f o r t h i n E x h i b i t "A". 

2. Assignor hereby excepts, reserves and r e t a i n s unto 

i t s e l f , i t s successors and assigns the f o l l o w i n g : 

A. An o v e r r i d i n g r o y a l t y on Assignor's i n t e r e s t i n 

a l l gas produced and saved from the said leases and the lands i n ­

cluded i n same as f o l l o w s : 



(1) 52c per mcf (l,OuG cubic f e e t ) on a l l such gas 

produced and saved during the f i r s t 5-1/3 y t a r s a f t e r the date 

hereof. 

(2) 6ief per mcf on a l l such gas proauced and saved 

during the next 3-1/3 years t h e r e a f t e r . 

(3) l - z i per mcf on a l l such gas produced and saved 

during the next 3-1/3 years t h e r e a f t e r . 

(4) Not less than % i per mcf on a l l such cas proauced 

and saved duri n g the next one year t h e r e a f t e r . 

(5) Not less than 9^ per mcf on a l l such gas produced 

and saved during the next one year t h e r e a f t e r . 

(6) Not less than 10 2? per mcf on a l l such gas produced 

and saved t h e r e a f t e r . 

B. The volumes of gas, upon which the o v e r r i d i n g 

r o y a l t i e s described above s h a l l be pai d , s h a l l be computed upon 

a pressure base of 15.025 pounds per square inch absolute and 

at a temperature base of 60 degrees Fahrenheit, and s h a l l be 

otherwise computed i n accordance w i t h the s p e c i f i c a t i o n s pre­

scribed i n Gas Measurement Committee Report Nc. 2, dated kay 6, 

1935, of the Natural Gas Department of the American Gas Asso­

c i a t i o n , i n c l u d i n g the appendix thereto and subsequent amendments 

and appendices from time to time made. rrope r c o r r e c t i o n s s h a l l 

be made f o r d e v i a t i o n from Boyle's Law, the s p e c i f i c c r a v i t y and 

the f l o w i n g temperatures of the gas produced hereunder. Proper 

deduction s h a l l be made from such volumes f o r gas used i n develop­

ment and operation of the said lands and f o r loss due to 

shrinkage by reason of e x t r a c t i o n of hydrocarbons from such gas. 

C. The o v e r r i d i n g r o y a l t i e s s p e c i f i e d i n ( 4 ) , (5) and 

(6) of A above s h a l l i n no event be less than the respective 

amounts stated t h e r e i n but s h a l l be a r r i v e d at as f o l l o w s : 

approximately n i n e t y (30) days p r i o r to the end of the f i r s t 

ten (10) years f o l l o w i n g the date hereof the p a r t i e s s h a l l 

attempt to agree upon the amounts cf such o v e r r i d i n g r o y a l t i e s 
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f o r the next f i v e - y e a r p e r i o d . I f the p a r t i e s agree upon such 

o v e r r i d i n g r o y a l t i e s , then such amounts s h a l l be the o v e r r i d i n g 

r o y a l t i e s t o be received by Assignor hereunder f o r such periOG. 

I f the p a r t i e s cannot agree upon such amounts, then such amounts 

s h a l l be determined by a boaro of a r b i t r a t o r s to be appointed as 

provided i n the agreement between the p a r t i e s uateo January l b , 

1952, h e r e i n a f t e r mentioned. The board of a r b i t r a t o r s , i n 

determining the amounts of such o v e r r i d i n g r o y a l t i e s , s h a l l base 

t h e i r d e c i s i o n on the then value of such gas at the w e l l head, 

considering o n l y q u a l i t y and pressure of gas, aggregate q u a n t i t y 

of d e l i v e r y and the then current f i e l d p r i c e s (of then newly 

negotiated c o n t r a c t s ) of gas i n other f i e l d s connected to or i n 

the area of any of Assignee's pipe l i n e s or gathering systems 

or of any pipe l i n e system to which any of Assignee's pipe l i n e s 

or g a t h ering systems are then connected and such other d i r e c t l y 

r e l a t e d p e r t i n e n t f a c t o r s which said board s n a i l oeem proper t o 

consider i n order to f a i r l y determine the amounts of such over­

r i d i n g r o y a l t i e s . The o v e r r i d i n g r o y a l t i e s reserved by assignor 

i n A above s h a l l be determined f o r each f i v e - y e a r period a f t e r 

the f i f t e e n t h year f o l l o w i n g the date hereof i n l i k e manner 

to t h a t provided above f o r the f i v e - y e a r period next f o l l o w i n g 

the t e n t h year a f t e r the date hereof, but i n no event s h a l l the 

amount of such o v e r r i d i n g r o y a l t i e s be less than lOef per mcf. 

D. An o v e r r i d i n g r o y a l t y i n the amount of t h i r t y -

three and a n e - t h i r d per cent (23 of Assignor's i n t e r e s t 

i n a l l l i q u i d hydrocarbons which may be recovered or e x t r a c t e d 

from gas produced from the said lands and leases. At Assignor's 

o p t i o n , Assignee s h a l l d e l i v e r to Assignor the f a i r market value 

thereof i n cash. At a l l times p r i o r to the completion of con­

s t r u c t i o n and commencement of o p e r a t i o n by Assignee of a p l a n t 

f o r e x t r a c t i o n of such l i q u i d s , Assignee s h a l l pay to Assignor i n 

cash the estimated value of t h i r t y - t n r e e and o n e - t h i r d per cent 

of a l l l i q u i d s produced w i t h or contained i n gas 



.-•roduced from the said iand and app l i c a b l e to Assignor's 

i n t e r e s t t h e r e i n , regardless of whether such l i q u i d s are extracted 

from the gas. 

E. A l l o i l i n , to and under the said lands and leases, 

together w i t h the r i g h t of ingress and egress to and from the 

leased premises f o r the purpose of e x p l o r i n g f o r , producing and 

removing same and c o n s t r u c t i n g and operating a i l f a c i l i t i e s nec­

essary or appropriate i n connection t h e r e w i t h . 

F. A l l gas and other hydrocarbon substances, i n , to 

and under the said lands and leases i n a l l formations below the 

Lesaverde f o r m a t i o n , together w i t h the r i g h t of ingress and 

egress to and from the leased premises f o r the purpose of explor­

ing f o r , producing and removing same and co n s t r u c t i n g and opera­

t i n g a l l f a c i l i t i e s necessary or appropriate i n connection t h e r e -

w i t h . 

3. The said o v e r r i d i n g r o y a l t i e s reserved herein are 

inore f u l l y described i n a c e r t a i n O i l and Gas Lease Sale Agree­

ment between Assignor and Assignee dated January 18, 1952, and 

recorded i n the o f f i c i a l records of the County Clerk of San Juan 

County, New Mexico, i n Volume __________ at Page , r e f e r ­

ence to which Agreement and record thereof i s here made f o r a l l 

purposes, and the terms and provisions of which Agreement are a l l 

incorporated herein by reference the same as though set f o r t h 

verbatim h e r e i n . 

4. For the same con s i d e r a t i o n Assignor also grants 

and assigns to Assignee a l l i t s r i g h t , t i t l e and i n t e r e s t i n 

and to any and a l l gas wells which may be s i t u a t e d on said lands 

and any and a l l personal property now s i t u a t e d thereon or used 

or obtained i n connection t h e r e w i t h . 

5. r o r the same co n s i d e r a t i o n Assignor covenants 

w i t h and warrants to A s s i g n e e , i t s successors and assigns, 

that i t w i l l warrant and fore v e r defend unto Assignee, i t s 

successors and assigns, the t i t l e to the e n t i r e i n t e r e s t of 
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Assignor i n and to the said lanas ana leases and personal p r o p e r t y 

purported to be assigned he r e i n , against a l l persons whomsoever who 

may l a w f u l l y have or clai m an i n t e r e s t t h e r e i n by, through or undei 

As s i gnor. 

6, Assignee, by i t s acceptance of t h i s Assignment, 

warrants and agrees t h a t i t w i l l comply w i t h a i l terms, pro­

v i s i o n s and conditions of the Agreement dated January 18, 1952, 

mentioned hereinabove, and, subject to the terms thereof, t h a t i t 

w i l l comply w i t h a i l o b l i g a t i o n s of the leases hereby assigned 

and t h a t i t hereby assumes anc agrees to pay, as and when the 

same s h a l l become due and payable, a l l outstanding r o y a l t y , 

o v e r r i d i n g r o y a l t y , c a r r i e d and other i n t e r e s t s under the leases 

hereby assigned ap p l i c a b l e to a l l cas ana other hydrocarbons 

produced and saved by Assignee. 

EXECUTED at Dallas, Texas, on t h i s 1st day of March, 

1952. 

DELHI OIL CORPORATION 

BY y ( /i^<^ 
Vice President 

ATTEST-: 

El Paso Natural Gas Company, Assignee h e r e i n , hereby 

accepts t h i s Assignment and agrees to be bound by the terms ana 

pro v i s i o n s t h e r e o f , a l l as of March 1, 1952. 

EL PASO NATURAL GAS COMPANY 

^ (1^. President 

ATTEST: 



STATE CF TEXAS } 
) s s . 

CCUNTY OF DALLAS ) 

t 
Cn th i s j day of March, 1952, before me appeared 

T a BEC ~~ » t o m e personally known, who, being 
by me duly sworn, did say that he is the Vice President of 
DELHI OIL CORPORATION, a Delaware corporation, and that the seal 
a f f i x e d to said instrument is the corporate seal of said corpora 
t i o n and that said instrument was signed and sealed in behalf of 
said corporation by authority of i t s board of directors and said 

9>< T. BHH acknowledged said instrument 
to be the free act and deed of said corporation. 

: • Notary Public in and for 
••.', '-. Dallas County, Texas. 

. <- n V . BUN DONTHOO 
«y fission exp.res: # J J ) , ^ ^ 



EXHIBIT "A" 

Attached to and made a part of the 
foregoing "Assignment cf O i l and Gas 
Leases - P r i v a t e l y Owned Lanes" from 
De l h i O i l Corporation tc El Paso 
Natural Gas Company dated '-"arch 1, 1952. 

The leases and other instruments h e r e i n a f t e r described 

i n t h i s e x h i b i t , and the records thereof where described, are 

hereby r e f e r r e d to f o r a l l purposes i n connection w i t h the assign­

ment t o which t h i s e x h i b i t i s attached. 

I . 

The f o l l o w i n g leases are subject to the f o l l o w i n g 

i n t e r e s t s : 

A. An o v e r r i d i n g r o y a l t y of two and one-half per cent 
(Zj>%) of a l l o i l , gas or other minerals as reserved by /.'aync 
Moore, et ux, and described i n th a t c e r t a i n assignment of several 
leases t o The Mudge O i l Company, dated February 19, 1948, recordec 
i n Book 126, Page 568 of the records of San Juan County, New Mex­
ico . 

B. An o v e r r i d i n g r o y a l t y of f i f t e e n per cent {15%) of 
a l l gas and twenty per cent (20%) of a l l o i l , subject to suspen­
sion and conversion to a working i n t e r e s t i n c e r t a i n instances, aj 
reserved by The Mudge O i l Company and more f u l l y described i n thai 
c e r t a i n assignment from The Mudge O i l Company to Delhi O i l Corpor­
a t i o n , acknowledged May 1, 1950, recorded i n Book 146, Page 633 
of the records of San Juan County, Nev/ Mexico. 

Lease dated June 3, 1947, and executed by James C. 
Sumruld and w i f e , Fannie Sumruld, a s Lessors, t o Wayne 
Moore, Lessee, covering the Northwest Quarter of the 
Northeast Quarter (NW/4 NE/4) of Section T h i r t y - f o u r 
( 3 4 ) , and the Southwest Quarter of the Southeast Quar­
t e r (SW/4 SE/4) of Section Twenty-seven (27) a l l i n 
Township Thirty-one (31) North, Range Eleven (11) .vest, 
N.M.P.M., and c o n t a i n i n g 80 acres, more or less; said 
lease being recorded i n Book 125, at Page 238 of the 
records of San Juan County, New Mexico; said lease 
having been amended by th a t c e r t a i n agreement between 
James C. Sumruld, et ux, and Delhi O i l Corporation, 
dated July 13, 1950, recorded i n Book 155, Page 25 of 
the Records of* San Juan County, New Mexico and extended 
by t h a t c e r t a i n agreement, dated February 19, 1952, be­
tween James 0. Sumruld, et ux, and Delhi O i l Corporation. 

Lease dated May 20, 1947, and executed by R. L. 
Spro t t and w i f e , Edna S p r o t t , as Lessors, t o V/ayne Moore, 
Lessee, covering Lessor's undivided t h r e e - f o u r t h s (3/4) 
I n t e r e s t i n the .Vest h a l f of the Southwest Quarter of 
the Northeast Quarter (W/2 Sw/4 NE/4) of Section Eight 
( 8 ) , In Township Thirty-one (31) North, Range Ten (10) 
West, N,M.p.M., and co n t a i n i n g 20 acres, more or less; 
said lease being recorded i n Book 125, at Page 239 of the 
records of San Juan County, New Mexico; said lease having 
been amended by t h a t c e r t a i n agreement between R. L. 
Sp r o t t , et ux, and Delhi O i l Corporation, dated A p r i l 20, 
1950, recorded i n Book 146, Page 678 of the records of 
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San Juan County, New Mexico, and said lease having been 
extended f o r an a d d i t i o n a l primary term of f i v e years 
by t h a t c e r t a i n agreement between the same p a r t i e s , 
dated January 3, 1952, recorded i n Book 172, Page 559 
of the records of said county. 

Lease dated May 9, 1946, and executed 
to Ben 

May 1946, 
by A r t h u r Davis, et a l , as Lessors, to Ben Case, Lessee, 
covering the V«est h a l f of the Southwest Quarter (.v/2 S,,;/4) 
of Section Twenty-three (23) and the West h a l f of the 
Northwest Quarter (&/< NW/4) of Section Twenty-six ( 2 6 ) , 
a l l i n Township T h i r t y - t w o (32) North, Range Eleven (11) 
West, N.M.P.M., and c o n t a i n i n g 160 acres, more or les s , 
said lease being recorded i n Book 125, at Page 55 of the 
records of San Juan County, New Mexico. 

Lease 
Turner and 

dated 
w i f e , 

ano executed by 
to 

G i l 

Moore, Lessee, covering 

June 5, 1947, 
Delma Turner, as Lessors, to wayne 

approximately 149 acres i n 
Section T h i r t y - f o u r ( 3 4 ) , Township Thirty-one (31) 
North, Range Eleven (11) West, N.M.P.M., San Juan County, 
New Mexico, a l l as more p a r t i c u l a r l y described in said 
lease as recorded i n Book 125, at Page 237 of the records 
of San Juan County, New Mexico; said lease having been 
extended 
executed 

i n part by Agreement dated February 19, 1952 
by Carl S. Sexton, et ux. 

28 ruary 
et a l , as 
SE, W_ NE 
N.M.P.M., 
more or 
Page 49 

Lease dated February 25, 1946, and executed Feb-
Mrs. B e l l e Hutchin, A d m i n i s t r a t r i x , 
to 3en Case, Lessee, covering "N£ 

Township 31 North, Range 10 .Vest, 

1946, by 
Les sors, 
Section 71 

less two acres, and c o n t a i n i n g 158 acres, 
Book 125, 
ew Mexico 

l e s s , s a i d lease being recorded i n 
of the records of San Juan County, 

Lease dated March 1, 1946, executed by 
Carruthers and w i f e , Frankie S. Carruthers, 
to Ben Case, Lessee, covering the Southwest 
the Southwest Quarter (SW/4 Sw/4) of 

i 11 i am C. 
as Lessors, 
Quarter of 

Section Five ( 5 ) , 
i n Township Th i r t y - o n e (31) North, Range Ten (10) .Jest; 
the North H a l f of the Northwest Quarter of the North­
west Quarter (N/2 NW/4 NW/4) of Section Eight (a) i n 
Township Thi r t y - o n e (31) North, Range Ten (10) West; 
and the North H a l f of the Northeast Quarter of the 
Northeast Quarter (N/2 NE/4 NE/4) of Section Seven ( 7 ) , 
i n Township Thirty-one (31) North, Range Ten (10) ./est, 
N.M.P.M., and c o n t a i n i n g 80 acres, nore or less; said 
lease being recorded i n Book 125, at page 52 of the 
records of San Juan County, New Mexico; said lease hav­
ing been amended by that c e r t a i n agreement between 
W i l l i a m C. Carruthers, et ux, 
dated A p r i l 21, 1950. 

and Delhi O i l Corporation, 

NM 296 Lease dated A p r i l 1, 1946, and executed May 15, 
1946, by Arthur Davis, a s i n g l e person, as Lessor, to 
Ben Case, Lessee, covering the South Half of the North­
west Quarter (S/2 NW/4), the South Half of the Northeast 
Quarter (S/2 NE/4) and the North Half of the Southeast 
Quarter (N/2 SE/4) of Section Twenty-two (22) and the 
South Half of the Northwest Quarter (S/2 NW/4) of Sec­
t i o n Twenty-three (23) In Township T h i r t y - t w o (32) North, 
Range Eleven ( l l ) .Vest, N.M.P.M., and co n t a i n i n g 320 
acres, more or les s ; and said lease being recorded i n 
Book 125, at Page 27 of the records of San Juan County, 
New Mexico; sai d lease having been amended by that cer­
t a i n agreement between Arthur Davis and Delhi O i l 
Corporation, dated July 25, 1950. 

- 2 -



NM 327 

NM 344 

NM 347 

NM 350 

Lease dated October 15, 1946, and executed by 
Austin D« Decker, et a l , as Lessors, to Wayne Moore, 
Lessee, covering the Southwest Quarter of the North­
west Quarter (SW/4 NW/4), the North Half of the North­
west Quarter (N/2 NW/4), a l l in Section Twenty (20), 
the West Half of the Northeast Quarter (W/2 NE/4), the 
Southeast Quarter of the Northeast Quarter (SE/4 NE/4) 
and the Northeast Quarter of the Southeast Quarter 
(NE/4 SE/4), a l l in Section Nineteen (19), the South 
Half of the Southwest Quarter (S/2 sw/4) of Section 
Eight (8), the West Half of the West Half (W/2 W/2) of 
Section Seventeen (17), the East Half of the Southwest 
Quarter (E/2 SW/4) and the West Half of the Southeast 
Quarter (W/2 SE/4) of Section Twenty-nine (29), a l l in 
Township Thirty-two (32) North, Range Ten (10) West, 
N.M.P.M.; also the Southwest Quarter of the Southeast 
Quarter (SW/4 SE/4) of Section Fourteen (14), the North 
Half of the Northeast Quarter (N/2 NE/4) of Section 
Twenty-three (23), and the North Half of the Northwest 
Quarter (N/2 NW/4) of Section Twenty-four (24), a l l in 
Township Thirty-two (32) North, Range Eleven (11) West, 
N.M.P.M., and containing 880 acres, more or less; said 
lease being recorded in Book 125, at Page 206, of the 
records of San Juan County, New Mexico; said lease hav­
ing been amended in part by that certain agreement be­
tween Austin D. Decker, et ux, and Delhi Oil Corpora­
tion, dated April 27, 1950. 

Lease dated February 3, 1947, and executed by Earl 
Uselman and wife, Edith Uselman, as Lessors, to Wayne 
Moore, Lessee, covering the Southeast Quarter of the 
Northwest Quarter (SE/4 NW/4) of Section Four (4) in 
Township Thirty-one (31) North, Range Ten (10) West, 
N.M.P.M., containing Forty (40) acres, more or less, 
according to U. S. Government Survey thereof. Also, 
a l l that part of the Northeast Quarter of the Northwest 
Quarter (NE/4 NW/4) lying South of the North Bank of 
the Animas River of Section Four (4) in Township Thirty-
one (31) North, Range Ten (10) West, N.M.P.M., contain­
ing three (3) acres, more or less; said lease being re­
corded in Book 125, at Page 203, of the records of San 
Juan County, New Mexico; said lease having been amended 
by that certain agreement between Earl Uselman, et ux, 
and Delhi Oil Corporation, dated April 20, 1950, record­
ed in Book 146, Page 660 of the records of San Juan 
County, New Mexico, and said lease having been extended 
by that certain agreement between the same parties, 
dated January 9, 1952, recorded in Book 172, Page 556 
of the records of said county. 

Lease dated October 13, 1947, and executed by Fred 
L. Lawson and wife, Grace P. Lawson, as Lessors, to 
Wayne Moore, Lessee, covering the Southeast Quarter of 
the Northeast Quarter (SE/4 NE/4) of Section Eleven (11) 
In Township Thirty-one (31) North, Range Eleven (11) 
West, N.M.P.M., and containing Forty (40) acres, more or 
less; said lease being recorded in Book 130, at Page 17 
of the records of San Juan County, New Mexico. 

Lease dated January 9, 1947, executed by Frank Ran-
dlemon and wife, Eva Randlemon, as Lessors, to Ben Case, 
Lessee, in so far as i t covers the following described 
lands, to-wit: Northeast Quarter of the Southeast Quar­
ter (NE/4 SE/4) of Section Eleven (11) in Township 
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Thirty-one (31) North, Range Eleven (11) West, N.M.P.M., 
containing 40 acres, more or less, said lease being 
recorded in Book 125, Page 214 of the records of San 
Juan County, New Mexico; said lease having been amended 
by that certain agreement between Frank Randlemon, et ux, 
and Delhi Oil Corporation, dated November 2, 1950, re­
corded i n Book 155, Page 31 of the records of said 
county. 

I I . 

The following leases are subject to the following 

interests: 

A. An overriding royalty of two and one-half per cent 
{Z\%) of a l l o i l , gas or other minerals, as reserved by H. F. 
Pettigrew and described in that certain assignment to Delhi Oil 
Corporation, dated August 15, 1950, recorded i n Book 151, Page 
517 of the records of San Juan County, New Mexico. 

B. An overriding royalty of f i f t e e n per cent (15%) of 
a l l gas and twenty per cent (Z0%) of a l l o i l , subject to suspen­
sion and conversion to a working interest in certain instances, 
as granted to San Juan Oil Company by, and more f u l l y described 
i n , that certain agreement entered into between San 
Company and Delhi Oil Corporation, dated January 5, 
ed in Book 157, Page 328 of the records of San Juan 
Mexico. 

Juan Oil 
1951, record-
County, New 

NM 363 

NIw 364 
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m 365 • 

Lease dated December 3, 1947, executed December 6, 1947 
by Ray H. Wooten and wife, Melba Wooten, as Lessors, to 
Wayne Moore, Lessee, covering the East Half of the 
Southeast Quarter (E/2 SE/4) of Section Twenty-three 
(23), Township Thirty-one (31) North, Range Eleven (11) 
West, N.M.P.M., in the County of San Juan, New Mexico, 
containing 80 acres, more or less, said lease being re­
corded in Book 135, Page 93-A of the records of San Juan 
County, New Mexico. 

Lease dated December 29, 1949, executed by Carl G. 
Calloway, et a l , as Lessors, to H. F. Pettigrew, Lessee, 
covering the Northwest Quarter of the Southwest Quarter 
(NW/4 SW/4) of Section Twenty-three (23), the East One-
half of the Southeast Quarter (E/2 SE/4) of Section 
Twenty-two (22) and the Northeast Quarter of the North­
east Quarter (NE/4 NE/4) of Section Twenty-seven (27), 
a l l i n Township Thirty-one (31) North, Range Eleven (11) 
West, N.M.P.M., San Juan County, New Mexico, being the 
same land patented to Shade Calloway, by the U. S. 
October 26,1914, recorded i n Book 59, Page 121, of 
records of San Juan County, New Mexico, containing 
acres, more or less, 
140, Page 335 of the 

said lease 
records of 

being recorded 
said county. 

A. 
the 
160 

in Book 

Lease dated September 1, 1948, executed by Saul A. 
Yager, et ux, as Lessors, to Wayne Moore, Lessee, cover­
ing the South one-half of the Northwest Quarter (S/2 NW/4), 
and the Northeast Quarter of the Southwest Quarter 
(NE/4 SW/4) and the Northwest Quarter of the Southeast 
Quarter (NW/4 SE/4) of Section Twenty-seven (27), Township 
Thirty-one (31) North, Range Eleven (11) West, N.M.P.M., 
San Juan County, New Mexico, and containing 160 acres, 
more or less, r a i d lease being recorded in Book 135, 
Page 86 of the records of said county. 
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Lease dated September 1, 1948, executed by Saul 
A, Yager, et ux, as Lessors, to Wayne Moore, Lessee, 
covering the North one-half of the Southwest Quarter 
(N/2 SW/4), the Southeast Quarter of the Southwest 
Quarter (SE/4 SW/4) and the Southwest Quarter of the 
Southeast Quarter (SW/4 SE/4), a l l i n Section T h i r t y -
two (32), Township Thirty-one (31) North, Range Eleven 
(11) West, N.M.P.M,, San Juan County, New Mexico, con­
taining 160 acres, more or less, said lease being re­
corded in Book 135, Page 87, of the records of San Juan 
County, New Mexico. 

I I I . 

The following leases are subject to the following 

i n t e r e s t s : 

A. An overriding r o y a l t y of two and one half per cent 
(Zj$) of a l l o i l , gas or other minerals as reserved by Primo Oil 
Company and described i n that certain assignment to Delhi Oil 
Corporation, dated January 11, 1951, recorded in Book 157, Page 
246 of the records of San Juan County, New Mexico. 

B. An overriding royalty of f i f t e e n per cent (15%) of 
a l l gas and twenty per cent (20%) of a l l o i l , subject to suspen­
sion and conversion to a working interest i n c e r t a i n instances, 
as granted to San Juan Oil Company by, and more f u l l y described 
i n , that c e r t a i n agreement entered into between San Juan Oil 
Company and Delhi Oil Corporation, dated May 25, 1951, recorded 
in Book 165, Page 447 of the records of San Juan County, New 
Mexico. 

Lease dated September 1, 1948, executed by Saul 
A. Yager, et ux, as Lessors, to Wayne Moore, Lessee, 
covering the East one-half of the Southwest Quarter 
(E/2 SW/4) of Section Fifteen (15), Township T h i r t y -
one (31) North, Range Eleven (11) West, N.M.P.M., San 
Juan County, New Mexico, containing 80 acres, more or 
less, said lease being recorded in Book 135, Page 88 
of the records of San Juan County, New Mexico. 

Lease dated September 1, 1948, executed by Saul 
A. Yager, et ux, as Lessors, to Wayne Moore, Lessee, 
covering the Southwest Quarter of the Southwest Quar­
t e r (SW/4 SW/4) of Section Thirty-one (31) in Town­
ship Thirty-one (31) North, Range Eleven (11) West, 
N.M.P.M., San Juan County, New Mexico, containing 40 
acres, more or less, said lease being recorded i n 
Book 135, Page 83 of the records of San Juan County, 
New Mexico. 

Lease dated September 1, 1948, executed by Saul 
A. Yager, et ux, as Lessors, to Wayne Moore, Lessee, 
covering the Northwest Quarter of the Northwest Quar­
te r (NW/4 NW/4) of Section Six (6), Township T h i r t y 
(30) North, Range Eleven ( l l ) West, N.M.P.M., San 
Juan County, New Mexico, containing 49 acres, more or 
less, said lease being recorded in Book 135, Page 84 
of the records of San Juan County, New Mexico. 

Lease dated September 1, 1948, executed by Saul 
A. Yager, et ux, as Lessors, to Wayne Moore, Lessee, 
covering the Southeast Quarter of the Southeast 
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Quarter (SE/4 SE/4) of Section Eight (8), Township 
Thirty-one (31) North, Range Ten (10) West, N.M.P.M., 
San Juan County, New Mexico, containing 40 acres, more 
or less, said lease being recorded in Book 153, Page 
441 of the records of San Juan County, New Mexico. 

Lease dated May 4, 1950, executed May 5, 1950 by 
Geo. F. Bruington, et ux, as Lessors, to H. F. Pettigrew, 
Lessee, in so far as said lease covers a l l that part of 
the Northeast Quarter of the Northeast Quarter (NE/4 NE/4) 
of Section Thirty-five (35) situated, lying and being 
East of the right of way of the Denver & Rio Grande 
Railroad Company and a l l that part of the Northwest Quar­
ter of the Southwest Quarter (NW/4 SW/4) of Section 
Twenty-five (25) lying and being East of the Aztec Ditch, 
a l l in Township Thirty-one (31) North, Range Eleven (11) 
West, N.M.P.M. and Lot Three (3J, or the Northwest Quar­
ter of the Southwest Quarter (NW/4 SW/4) of Section Nine­
teen (19), Township Thirty-one (31) North, Range Ten (10) 
West, N.M.P.M., a l l in San Juan County, New Mexico, pur­
ported to contain approximately 110.80 acres, said lease 
being recorded in Book 146, Page 320 of the records of 
San Juan County, New Mexico. 

Lease dated December 20, 1949, executed by J . J. 
Armstrong, et ux, as Lessors, to H. F. Pettigrew, Lessee, 
covering three tracts of land in Section Seven (7), Town­
ship Thirty-one (31) North, Range Ten (10) West, N.M.P.M., 

Mexico, containing 25 acres, more 
particularly described in said 
thereof, said lease being recorded 
of the Records of said county. 

San Juan County, New 
or less, a l l as more 
lease and the record 
in Book 140, Page 15 

Lease dated December 20, 1949, executed by Carl G. 
Calloway, a single person, and Zella Calloway, a single 
person, as Lessors, to H. F. Pettigrew, Lessee, in so 
far as said lease covers a l l of that part of the North­
west Quarter of the Northeast Quarter of the Mortheast 
Quarter (NW/4 NE/4 NE/4) of Section Thirty-five (35), 
Township Thirty-one (31) North, Range Eleven (11) West, 
N.M.P.M., San Juan County, New Mexico, lying and being 
West of the Denver & Rio Grande Western Railroad Company 
right-of-way, containing 4 acres, more or less, said 
lease being recorded in Book 140, Page 336 of the records 
of San Juan County, New Mexico. 

IV. 

The following leases are subject to the following 

interest: 

NM 420 

p H h t h e / , / 2 ^ 0 V ? ^ ^ ^ d i n g r°y a l ty o f one-fifth (1/5) of seven-
eighths (7/8) of the proceeds from the sale of a l l o i l , qas and 
other hydrocarbon substances produced, saved and marketed, as 
granted to M. J . Florance, et ux, and described in that certain 
assignment from Blanco Gas Company, dated October 10, 1950. 

Lease dated October 20, 1947, executed by Carl S. 
Sexton, et ux, as Lessors, to M. J. Florance, Lessee, 
/ f ^ / f ^ 9 / t h e N o r t h w e ? t Quarter of the Northwest Quarter 
(NW/4 NW/4) of Section Twenty-seven (27) and the Northeast 
S r i l f / V X N e w e s t Quarter (NE/4 NW/4) and the North 
one-half of the Northeast Quarter (N/2 NE/4) in Section 
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Twenty-eight (28), Township Thirty-one (31) North, 
Range Nine (9) West, N.M.P.M., San Juan County, New 
Mexico, containing 160 acres, more or less, said lease 
being recorded i n Book 130, Page 43 of the records of 
San Juan County, New Mexico. 

Lease dated August 16, 1947, executed by Ricardo 
Jaquez, et ux, as Lessors, to C. H. Nye, Lessee, only 
in so far as i t covers Lot Two (2) or the Southwest 
Quarter of the Northwest Quarter (SW/4 NW/4), Lot 
Three (3) or the Northwest Quarter of the Southwest 
Quarter (NW/4 SW/4), the Southeast Quarter of the 
Northwest Quarter (SE/4 NW/4), the Northeast Quarter 
of the Southwest Quarter (NE/4 SW/4) and the South­
west Quarter of the Northeast Quarter (SW/4 NE/4), a l l 
in Section T h i r t y (30), lownship T h i r t y (30) North, 
Range Eight (8) West, N.M.P.M., San Juan County, New 
Mexico, containing 143 acres, more or less, said lease 
being recorded in Book 130, Page Z of the records of 
San Juan County, New Mexico. 

Lease dated October 20, 1947, executed by Felipe 
Jaquez, et ux, as Lessors, to M. J. Florance, Lessee, 
covering the West one-half of the Southwest Quarter 
(W/2 SW/4) of Section Twenty-one (21), the Northwest 
Quarter of the Northwest Quarter (NW/4 NW/4) of Section 
Twenty-eight (28), the North one-half of the North one-
ha l f (N/2 N/2) of Section Twenty-nine (29) and the 
Northeast Quarter of the Northeast Quarter (NE/4 NE/4) 
of Section T h i r t y (30), a l l i n Township Thirty-one (31) 
North, Range Nine (9) V/est, N.M.P.M., San Juan County, 
New Mexico, covering 320 acres, more or less, said lease 
being recorded i n Book 130, Page 44 of the records of 
San Juan County, New Mexico. 

Lease dated August 18, 1947, executed by Theodoro 
Archuleta, et ux, as Lessors, to C. H. Nye, Lessee, 
covering approximately 127.4 acres in the Southeast 
Quarter of the Southwest Quarter (SE/4 SW/4), the West 
one-half of the Southeast Quarter (W/2 SE/4) and the 
Northeast Quarter of the Southeast Quarter (NE/4 SE/4), 
a l l in Section Nineteen (19), Township T h i r t y (30) North, 
Range Eight (8) West, N.M.P.M., San Juan County, New 
Mexico, a l l as more s p e c i f i c a l l y described in said lease, 
said lease being recorded in Book 130, Page 3 of the 
records of San Juan County, New Mexico. 

Lease dated September 8, 1947, executed by Ezell 
Taylor, et a l , as Lessors, to M. J. Florance, Lessee, 
covering the Southeast Quarter of the Southeast Quarter 
(SE/4 SE/4) of Section Nine (9), the Southwest Quarter 
of the Southwest Quarter (SW/4 SW/4), a l l that part of 
the North one-half of the Southeast Quarter (N/2 SE/4) 
and the East one-half of the Southwest Quarter (E/2 SW/4) 
of Section Ten (10) lying and being on the North and 
West side of the San Juan River, and a l l that part of 
the North one-half of the Northwest Quarter (N/2 NW/4) 
of Section Fifteen (15) lying and being on the North and 
West side of the San Juan River, a l l i n Township T h i r t y 
(30) North, Range Eight (8) West, N.M.P.M., San Juan 
County, New Mexico, containing 200 acres, more or less, 
said lease being recorded in Book 130, Page 42 of the 
records of San Juan County, New Mexico. 



Lease dated September 15, 1947, executed by 
Antonio Martinez, et a l , as Lessors, to C. H. Nye, 
Lessee, covering the Southwest Quarter of the South­
west Quarter (SW/4 SW/4) of Section Twelve (12) and 
a l l that part of the Northwest Quarter of the Northwest 
Quarter (NW/4 NW/4) of Section Thirteen (13) l y i n g , be­
ing and situated west of the Moline Arroya, a l l in Town­
ship T h i r t y (30) North, Range Eight (8) West, containing 
60 acres, more or less, said lease being recorded in 
Book 130, Page 41 of the records of San Juan County, New 
Mexico, 

V. 

The following lease is subject to an overriding royalty 

of f i f t e e n per cent (15%) of a l l gas and twenty per cent (Z0%) of 

a l l o i l , subject to suspension and conversion to a working i n t e r ­

est i n cer t a i n instances as reserved by John Byerly, et ux, and 

more f u l l y described in that c e r t a i n assignment to Delhi Oil 

Corporation, dated September 20, 1950, recorded in Book 153, Page 

94 of the records of San Juan County, New Mexico. 

Lease dated November 4, 1947, executed by O. J. 
Carson, et ux, as Lessors, to John Byerly, Lessee, 
covering the Southeast Quarter (SE/4) of Section 
Twenty-eight (28), Township Twenty-six (26) North, 
Range Eleven (11) West, N.M.P.M,, San Juan County, 
New Mexico, containing 160 acres, more or less, said 
lease being recorded in Book 130, Page 50 of the 
records of San Juan County, New Mexico. 

A l l of the foregoing leases are subject to the usual 

lessor's royalty of one-eighth ( l / 8 ) as more f u l l y described in 

each said lease 



That the undersigned DELHI OIL CORPORATION, a Delaware 

KNOW ALL MEN BY THESE PRESENTS: 

ASSIGNMENT OF OIL AND GAS LEASES 

R-706-B 

PRIVATELY OWNED LANDS 

«2 

corporation, whose address is Corrigan Tower, Dallas, Texas, 

(hereinafter called "Assignor"), for and in consideration of the 

sum of Ten Dollars ($10.00), and other good and valuable consid-

eration, the f u l l receipt and sufficiency of which i s hereby acknow­

ledged, does hereby s e l l , assign, transfer, set over and convey 

unto EL PASO NATURAL GAS COMPANY, a Delaware corporation, whose 

address i s Bassett Tower, El Paso, Texas, (hereinafter called 

"Assignee"), i t s successors and assigns, a l l right, t i t l e and 

interest of Assignor in and to those certain o i l and gas mining 

leases described in Exhibit "A" attached hereto and made a part 

hereof for a l l purposes; 

TO HAVE AND TO HOLD the same unto Assignee, i t s succes­

sors and assigns forever, subject, however, to the following: 

1. In said leases, assignments thereof and other in­

struments and documents pertaining thereto there are excepted 

and reserved to or assigned for the benefit of the various lessors, 

assignors and others certain royalties, overriding royalties and 

other rights and interests in, to and connected with o i l , gas and 

other minerals produced from and under said leases, reference 

being here made to said leases, assignments, instruments and doc­

uments for a more particular description of the terms thereof. 

This Assignment is made expressly subject to a l l such royalties, 

overriding royalties and other rights and interests so excepted, 

reserved or assigned, as set forth in Exhibit "A". 

2. Assignor hereby excepts, reserves and retains unto 

I t s e l f , i t s successors and assigns the following: 

A. An overriding royalty on Assignor's Interest in a l l 

gas produced and saved from the said leases and the lands i n ­

cluded in same as follows: 
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(1) 5$ft per mcf (1,000 cubic feet} on a l l such gas 

produced and saved during the f i r s t 3-1/3 years after the date 

hereof. 

(2) 6̂<zf per mcf on a l l such gas produced and saved 

during the next 3-l/3 years thereafter. 

(3) per mcf on a l l such gas produced and saved 

during the next 3-l/3 years thereafter. 

(4) Not less than 8zf per mcf on a l l such gas produced 

and saved during the next one year thereafter. 

(5) Not less than 9d per mcf on a l l such gas produced 

and saved during the next one year thereafter. 

(6) Not less than 10^ per mcf on a l l such gas produced 

and saved thereafter. 

B. The volumes of gas, upon which the overriding 

royalties described above shall be paid, shall be computed upon 

a pressure base of 15.025 pounds per square inch absolute and 

at a temperature base of 60 degrees Fahrenheit, and shall be 

otherwise computed in accordance with the specifications pre­

scribed in Gas Measurement Committee Report No. 2, dated May 6, 

1935, of the Natural Gas Department of the American Gas Asso­

ciation, including the appendix thereto and subsequent amendments 

and appendices from time to time made. Proper corrections shall 

be made for deviation from Boyle ,s Law, the specific gravity and 

the flowing temperatures of the gas produced hereunder. Proper 

deduction shall be made from such volumes for gas used in develop­

ment and operation of the said lands and for loss due to 

shrinkage by reason of the extraction of hydrocarbons from such ga 

C. The overriding royalties specified in (4), (5) and 

(6) of A above shall in no event be less than the respective 

amounts stated therein but shall be arrived at as follows: 

approximately ninety (90) days prior to the end of the f i r s t 

ten (10) years following the date hereof the parties shall 

attempt to agree upon the amounts of such overriding royalties 
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for the next five-year period. I f the parties agree upon such 

overriding royalties, then such amounts shall be the overriding 

royalties to be received by Assignor hereunder for such period. 

I f the parties cannot agree upon such amounts, then such amounts 

shall be determined by a board of arbitrators to be appointed as 

provided in the agreement between the parties dated January 18, 

1952, hereinafter mentioned. The board of arbitrators, in 

determining the amounts of such overriding royalties, shall base 

their decision on the then value of such gas at the well head, 

considering only quality and pressure of gas, aggregate quantity 

of delivery and the then current field prices (of then newly 

negotiated contracts) of gas in other fields connected to or in 

the area of any of Assignee's pipe lines or gathering systems 

or of any pipe line system to which any of Assignee's pipe lines 

or gathering systems are then connected and such other directly 

related pertinent factors which said board shall deem proper to 

consider in order to f a i r l y determine the amounts of such over­

riding royalties. The overriding royalties reserved by Assignor 

in A above shall be determined for each five-year period after 

the fifteenth year following the date hereof in like manner 

to that provided above for the five-year period next following 

the tenth year after the date hereof, but In no event shall the 

amount of such overriding royalties be less than \ 0 i per mcf. 

D. An overriding royalty in the amount of thirty-

three and one-third per cent (33-l/3#) of Assignor's interest 

in a l l liquid hydrocarbons which may be recovered or extracted 

from gas produced from the said lands and leases. At Assignor's 

I
option, Assignee shall deliver to Assignor the fai r market value 

thereof in cash. At al1 times prior to the completion of con­

struction and commencement of operation by Assignee of a plant 

for extraction of such liquids, Assignee shall pay to Assignor in 

cash the estimated value of thirty-three and one-third per cent 

(33-l/3#) of a l l liquids produced with or contained in gas 
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produced from the said land and applicable to Assignor's inter­

est therein, regardless of whether such liquids are extracted 

from the gas* 

E. A l l o i l in, to and under the said lands and leases, 

together with the right of ingress and egress to and from the 

leased premises for the purpose of exploring for, producing and 

removing same and constructing and operating a l l f a c i l i t i e s nec­

essary or appropriate in connection therewith, 

F. A l l gas and other hydrocarbon substances, in, to and 

under the said lands and leases in a l l formations below the 

Mesaverde formation, together with the right of ingress and 

egress to and from the leased premises for the purpose of explor­

ing for, producing and removing same and constructing and opera­

ting a l l f a c i l i t i e s necessary or appropriate in connection there­

with. 

3. The said overriding royalties reserved herein are 

more fu l l y described in a certain Oil and Gas Lease Sale Agree­

ment between Assignor and Assignee dated January 18, 1952, and 

recorded in the o f f i c i a l records of the County Clerk of San Juan 

County, New Mexico, in Volume ___mmmm_mm^m at Page , refer­

ence to which Agreement and record thereof is here made for a l l 

purposes, and the terms and provisions of which Agreement are a l l 

incorporated herein by reference the same as though set forth 

verbatim herein. 

4. For the same consideration Assignor also grants 

and assigns to Assignee a l l i t s right, t i t l e and interest in 

and to any and a l l gas wells which may be situated on said lands 

and any and a l l personal property now situated thereon or used 

or obtained in connection therewith. 

5. For the same consideration Assignor covenants 

with and warrants to Assignee, i t s successors and assigns, 

that i t w i l l warrant and forever defend unto Assignee, i t s 

successors and assigns, the t i t l e to the entire Interest of 
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Assignor in and to the said lands and leases and personal property 

purported to be assigned herein, against a l l persons whomsoever wh< 

may lawfully have or claim an interest therein by, through or under 

Assignor* 

6* Assignee, by its acceptance of this Assignment, 

warrants and agrees that l t will comply with all terms pro­

visions and conditions of fhe Agreement dated January 18, 195 2, 

mentioned hereinabove, and, subject to the terms thereof, that i t 

will comply with all obligations of the leases hereby assigned 

and that it hereby assumes and agrees to pay, as and when the 

same shall become due and payable, a l l outstanding royalty, 

overriding royalty, carried and other interests under the leases 

hereby assigned applicable to a l l gas and other hydrocarbons 

produced and saved by Assignee. 

EXECUTED at Dallas, Texas, on this ___ day of _________ 

1952. 

DELHI OIL CORPORATION 

SS.A* , ^ 
Vice President 

Secret ary 

El Paso Natural Gas Company, Assignee herein, hereby 

accepts this Assignment and agrees to be bound by the terms and 

provisions thereof, all as of / D J L ^ , - - 1952. 

"ATTEST: 

EL PASO NATURAL GAS COMPANY 

By )rf ^ / ^ C ^ ^ 
Vice President 



-tyhe free act and deed of said corporation. 

THE STATE OF TEXAS ) 
) ss 

COUNTY OF DALLAS ) 

J "7 day of __________ 1952, before me appeare< On this 
fT. 7/ fz^ct. , to me personally known, who, being 
duly sworn, by me duly sworn, did say that he is the Vice President of DELHI 

OIL CORPORATION, a Delaware corporation, and that the seal 
affixed to said instrument is the corporate seal of said corpora­
tion and that said instrument was signed and sealed in behalf of 
said corporation by authority of its board of directors and said 

acknowledged said instrument to be 

My commission expires: 

_^^tfj_j^2»>2<t__*<_ju___ j^___ 

Notary Public I n and for 
Dallas County, Texas. 

m. f „i 



EXHIBIT "A" 

Attached to and made a part of the 
foregoing "Assignment of O i l and Gas 
Leases - Privately Owned Lands" from 
Delhi O i l Corporation to El Paso 
Natural Gas Company dated July , 1952, 

The leases and other instruments hereinafter described i n t h i s ex­

h i b i t , and the records thereof where described, are hereby referred to f o r a i l 

;.-urposes i n connection with the assignment to which t h i s exhibit i s attached. 

I . 

The following leases are subject to the following interests: 

A. An overriding royalty of two and one-half per cent (2-g-%) of a l l 
o i l , gas or other minerals as reserved by Wayne Moore, et ux, and described i n 
that certain assignment of several leases to the Mudge O i l Company dated Feb­
ruary 19, 1918, recorded i n Book 126, Page 568, of the Records of San Juan 
County, Mew Mexico, said overriding royalty interests being hereby extended, 
r a t i f i e d and confirmed as to tha following described leases by Assignor herein, 
Delhi O i l Corporation. 

B. An overriding royalty of f i f t e e n per cent (15$) of eight-eighths 
(6/8) of a l l gas and twenty per cent (20%) of eight-eighths (6/8) of a l l o i l 
only insofar as such overriding royalty i n t e r e s t covers or affects a l l forma­
tions down to and including the Mesaverde Formation, subject to suspension and 
conversion to a working in t e r e s t during any month when the production f o r a 
pa r t i c u l a r lease shall a\rerage less than f i v e hundred thousand (500,000) of 
gas per w e l l per day or f i f t e e n (15) barrels of o i l per w e l l per day from a l l 
formations down to and including the Mesaverde Formation now owned by Frank A. 
Schultz, a l l as more f u l l y described i n that certain assignment from San Juan 
Oi l Company to "rank A. Schultz dated December 27, 1951, recorded i n Book 172, 
Page 252, of the Records of San Juan County, New Mexico, said overriding royal­
ty interests being hereby cy.tended, r a t i f i e d and confirmed as to the following 
described leases by Assignor herein, Del'tr O i l Corporation. 

C. An overriding royalty of f i f t e e n per cent (15 ') of eight-eighths 
(8/8) of a l l gas and twenty per cent (20%) of eight-eighths (8/8) of a l l o i l 
only insofar as such overriding royalty i n t e r e s t covers or affects a l l forma­
tions below the Mesaverde Formation, subject to suspension and conversion to 
a v/orking i n t e r e s t during any month when the production from a p a r t i c u l a r 
lease shall average les.- than f i v e hundred thousand (500,090) cf gas per w e l l 
oer day or f i f t e e n (15) barrels of o i l per well per day from a i l formations 
below the Mesaverde Formation now owned by Jeneral American O i l Company of Tex­

as, a l l as more f u l l y described i n that certain assignment from San Juan O i l 
Co:noany to Frank X. Schultz dated December 27, 1951, recorded i n Book 172, 
Pv;e 252, of the Records of ^an Juan County, i!ew Mexico, said overriding 
royalty interests being hereby extended, r a t i f i e d and confirmed as to the 
fo lowing described leases by Assignor herein, Delhi O i l Corporation. 

'M-iiLtba Lease dated January 22, 195'-' ana executed by Pearl Ker-
(\TM0-18'.t) cheval, as Lessor, to Delhi O i l Corporation, as Lessee, covering 

a one-eighth (1/8) undivided i n t e r e s t i n the South Half of the 
Southwest quarter (s/2 SW/U), i n the South Half of the Southeast 
.quarter (s/2 SE/U), of Section Twenty-five (25), Township T h i r t y - ' 
one (31) North, Range Eleven ( l l ) West, M.M.P.M., (being twenty 
(20) acres, i n San Juan County, New Mexico, said lease being 
recorded i n fook 179, Page U5 of the Records of San Juan Coun­
t y , Mew Mexico. 
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Lease dated January" 22, 1952 and executed by Richard 
Shiershke and wi f e , Xemina Shiershke, as Lessors, tc Delhi 
O i l Corporation, as Lessee, covering a one-fourth (l/U) un- y 
divided i n t e r e s t i n the South Half of the Southwest Quarter 
(S/2 Stf/ii), the South Half of the Southeast Quarter (S/2 SE/U) 
of Section Twenty-five (25), Township Thirty-one (31) Horth, 
Range Eleven U l ) West, N.M.P.M., (being f o r t y (UO) acres), 
i n San Juan County, New Mexico, said lease being recorded i n 
Book 179, Page 199 of the Records of San Juan County, New 
Mexico. 

Lease dated January 22, 1952 and executed by N. Spatter 
and wife, Frances Spatter, as Lessors, to Delhi O i l Corporation, 
as Lessee, covering a one-eighth (1/8) undivided i n t e r e s t i n the 
South Half of the Southwest Quarter (S/2 SW/U), t h e South Half of 
the Southeast Quarter (S/2 SE/U) of Section Twenty-five (25), 
Township Thirty-one (31) North, Range Eleven (11) West, N.M.P.M., 
(being twenty (20) acres), i n San Juan County, New Mexico, said 
lease being recorded i n Book 179, Page 197 of the Records of San 
Juan County, New Mexico. 

Lease dated January 22, 1952 and executed by Jesse C. 
Zachary, Sr. and w i f e , Laura Zachary, as Lessors, to Delhi 
O i l Corporation, as Lessee, covering a one-fourth (l/U) un­
divided i n t e r e s t i n the South Half of the Southwest quarter 
(S/2 SW/U), the South Half of the Southeast quarter (S/2 SE/U) 
of Section Twenty-five (25), Township Thirty-one (31) North, 
Range Eleven (.11) West, N.M.P.M., \,being f o r t y (UO) acres), 
i n San Juan County, New Mexico, said lease being recorded i n 
Book 179, page 196 of the Records of San Juan County, New Mexico. 

Lease dated A p r i l 22, 1952 and executed by Henry A. Brawn, 
as Lessor, to Delhi O i l Corporation, as Lessee, covering a one-
four t h (l/U) undivided i n t e r e s t In the South Half of the South­
west Quarter (S/2 SW/u), the South Half of the Southeast quarter 
(S/2 SE/U) of Section Twenty-five (25), Township Thirty-one ( j l ) 
North, Range Eleven (11) West, N.M.P.M., (being f o r t y (UO) acres), 
i n San Juan County, New Mexico, said lease being recordec i n Book 
180, Page 69 of the Records of San Juan County, New Mexico. 

Lease dated January 12, 195? and executed by T. F. Thurston 
and wife, Teresa I I . Thurston, as Lessors, to Delhi O i l Corporation, 
as Lessee, covering tha East Half of the southeast quarter (E/2 
SE/U) of Section T h i r t y (30) and the East Half of tha Northeast 
Quarter (EA NE/U) of Section Thirty-one -.31), a] J i r . Township 
Thirty-one (31) North o+' Range Eleven ( l l ) West, . •'. anc con­
taining one hundred s i x t y (160) acres, more or less, in ban Juan 
County, New Mexico, said lease being recorded i n "ook 17< 
of the Records of can auan Counl 

J 

..•ew -isxico. 

Lease dated January 1?, .1) >c and executed 
and husband, J. C. F r i t z , as Lessors, to Delhi 0 
as Lessee, covering the South Falf of the Southw 
SVf/U) and the Southwest quarter of the Southeast 
SS/U) of Section T h i r t y (."-•;) and the Northwest 
Northsast quarter (NW/U NE/U) of Section Thirty 
i n Township xhirty-one (,..!) -iorth of Range Mi eve 
N.M.P.M. and containing one hundred s i x t y (160) 
less, i n San <iuan County, New Mexico, saia lea:e 
i n Book 172, Page 5U9 of the Records of San Juan 
Mexico. 

Lease dated A p r i l 7, 1952 and executed by 
Flanineara to Delhi O i l Corporation, as Lessee. 
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Northwest Quarter (NW/U) of Section Thirty-two (32), Township 
Thirty-one (31) North, Range Eleven (11) "West, N.M.P.M. and con­
taining one hundred sixty (160) acres, more or less, i n San Juan 
County, New Mexico, said lease being recorded i n Book 179, Page 
200 of the Records of San Juan County, New Mexico. 

Lease dated September 23, 1952 and executed by R. L. Sprott 
et ux, to Delhi Oil Corporation, as lessee, covering the West Half 
of the Southwest Quarter of the Northeast quarter (W/2 SW/U NE/U) 
of Section 8, Township 31 N, Range 10 West, N. M. F. M. and con­
taining Twenty (20) acres, more or less, in San Juan County, New 
Mexico, said lease being recordeo i n Book , Page 
of the Records of San Juan County, New Mexico. 

I I . 

The following lease is not subject to any prior overriding royalty 

interest. 

Lease dated July 3, 1950 and executed by William h. Chrisman 
and wife, Carlotta C. Chrisman, as Lessors, and N. Scatter, as 
Lessee, covering Lots Five (5), Six (6), and Seven (7); The North­
east -iuarter of the Southwest Quarter (NE/U SW/U); and the South­
east Quarter of the Northwest quarter VSE/U NW/U) of Section Six 
(6); and Lot One (1) of Section Seven (7); A l l i n Township Thirty 
(30) North of Range Eleven (11) West, N.M.P.M.; The Southeast 
Quarter of the Northeast quarter (SE/U NE/U), and the Northeast 
Quarter of the Southeast Quarter (NE/U SE/U) of Section One ( l ) j J 
The Southwest Quarter ( J.</:<)o£ Section Eleven (11); and The 
Southwest Quarter of the Northwest quarter (SW/U NW/U) of Section 
Fourteen (lU); A l l in '1 owns hip Thirty (30) North of Range Twelve 
(12) wast, N.M.P.M., containing 52b.35 acres, more or less, i n 
San Juan County, New Mexico, only insofar as said lease covers 
Lots Five (5), Six (6) and ^even (7); The Northeast quarter of 
the Southwest quarter (ME/!; DW/U); and The Southeast quarter of 
the Northwest quarter (SE/U NVj/U) of Section Six (6) i n Township 
Thirty (30) North of Range eleven (11) West, N.M.P.M., contain­
ing 200 acres, more or less, i n San Juan County, New Mexico, said 
lease being recorded i n i-oo : 150, Page 17U of the Records of San 
Juan Oounty, New Mexico. 

I I I . 

The following leases of which Assignor owns an undivided three-fourths 

(3/U) of the seven-eighths (7/6) working interest are subject to the following 

interests: 

A. An overriding royalty of one-fifth (1/5) of seven-
eights (7/8) of the proceeds from the sale of a l l o i l , gas 
and other hydrocarbon substances produced, saved and marketed as 
granted to M. J. Florance, et ux, and described in that certain 
assignment from Elanco Gas Company dated October 10, 1950, said 
overriding royalty interests reverting to a working interest 
bearing i t s pro- ortionate part of operating expenses whenever 
production from said lease snail in any one month average less 
than fifteen barrels (15 bis.) of o i l per day or 500,000 cf gat 
per day, said overriding royalty interest being nereby extenced, 
r a t i f i e d and confirmed as to the following 
Assignor herein, Delhi Oil Corporation. 



Lease dated January k, 1952 and executed by Pablo M. Gonzales 
aad wife, Lugarda Gonzales, as Lessors, to Delhi Oil Corporation, 
as Lessee, insofar and only insofar as said lease covers the south­
east Quarter of the Northeast Quarter (Sfi/U NE/Ii) i n Section Thirty 
Five (35), Township Thirty (30), North, Range Nine (9) West, said 
lease containing one hundred sixty (160) acres i n a l l , more or less 
i n San Juan County, New Mexico and being recorded i n Book 172, Page 
301 of the Records of San Juan County, New Mexico only insofar as 
•aid lease covers an undivided three-fourths (3/h) of the seven-
eighths (7/8) working interest. 



kmby certify *M« Katruqflrt ww Ot»4>r ntati 

ASSIGNMENT OPfeRATiNG AGREEMENT 
"WTEP STATES bW]mfr!&& LEAST 

WHEREAS, on T **» 195*_, DELHI OIL 

CORPORATION made and entered Into a certain Operating Agreement 

with C» €• t>WMS pertaining to that certain 

United States Oil and Gas Lease bearing serial number Santa Fe 

In so far as the same covers the following described 

land located in f i mmmm County, New 

Mexico, to-wit: 

tactic* l*t* i# 2* a» m/M m/4, m/U St/4, 
W/4 ai/t, M/l mm/m 

f t «m/4 W/4 

and containing mm***m acres, more or less; 

and 

WHEREAS, the said Delhi Oil Corporation Is the present 

owner and holder of all the operating rights granted to i t under 

the said Operating Agreement; 

NOW, THEREFORE, in consideration of the premises and 

other good and valuable consideration, the full receipt and 

sufficiency of which is hereby acknowledged, the said Delhi Oil 

Corporation (hereinafter called "Assignor") does hereby assign 

and transfer unto EL PASO NATURAL GAS COMPANY (hereinafter calied 

"Assignee"), a Delaware corporation, whose address is Bassett 

Tower, El Paso, Texas, a l l its right, t i t l e and interest in, to 

and under (1) the said Operating Agreement, (2) any and al l gas 

wells which may be situated on said land, and (3) any and all 

personal property now situated thereon or used or obtained in 

connection therewith, subject, however, to the terms, provisions 

and conditions hereof: 

1. In said lease, assignments thereof and other 

instruments and documents pertaining thereto there are excepted 



and reserved to or assigned for the benefit of the various 

assignors and others c e r t a i n r o y a l t i e s , overriding r o y a l t i e s and 

other r i g h t s and interests I n , t o and connected with o i l , gas and 

other minerals produced from and under said lease, reference being 

here made t o said lease, assignments, instruments and documents 

for a more p a r t i c u l a r description of the terms thereof. This 

Assignment is made expressly subject to a l l such r o y a l t i e s , over­

r i d i n g r o y a l t i e s and other r i g h t s and interests so excepted, 

reserved or assigned, as hereinafter set f o r t h . 

2. Assignor hereby excepts, reserves and retains unto 

I t s e l f , i t s successors and assigns the following: 

A. An overriding r o y a l t y on Assignor's Interest In 

a l l gas produced and saved from the said lease and the above 

described land as follows: 

(1) 5\4 per mcf (1,000 cubic f e e t ) on a l l such gas 

produced and saved during the f i r s t 3-1/3 years af t e r the date 

hereof, 

(2) 6^4 per mcf on a l l such gas produced and saved 

during the next 3-1/3 years thereafter. 

(3) I t y per mcf on a l l such gas produced and saved 

during the next 3-1/3 years thereafter. 

(4) Not less than Q4 per mcf on a l l such gas produced 

and saved during the next one year thereafter. 

(5) Not less than 94 per mcf on a l l such gas produced 

and saved during the next one year thereafter. 

(6) Not less than 10f^ per mcf on a l l such gas produced 

and saved there a f t e r . 

B. The volumes of gas, upon which the overriding 

r o y a l t i e s described above s h a l l be paid, s h a l l be computed upon 

a pressure base of 15.025 pounds per square ihch absolute and 

at a temperature base of 60 degrees Fahrenheit, and shall be 

otherwise computed i n accordance with the spefcifications pre­

scribed i n Gas Measurement Committee Report No. 2, dated May 6, 

1935, of the Natural Gas Department of the American Gas Asso­

c i a t i o n , including the appendix thereto and subsequent amendments 

and appendices from time to time made. Proper corrections shall 



be made for deviation from Boyle's Law, the specific gravity and 

the flowing temperatures of the gas produced hereunder. Proper 

deduction shall be made from such volumes for gas used in devel­

opment and operation of the said lands and for loss due to 

shrinkage by reason of extraction of hydrocarbons from such gas. 

C. The overriding royalties specified in (4), (5) and 

(6) of A above shall in no event be less than the respective-

amounts stated therein but shali be arrived at as follows: 

approximately ninety (90) days prior to the end of the f i r s t 

ten (10) years following the date hereof the parties shall 

attempt to agree upon'the amounts of such overriding royalties 

for the next five-year period* If the parties agree upon such 

overriding royalties, then such amounts shall be the overriding 

royalties to be received by Assignor hereunder for such period. 

If the parties cannot agree upon such amounts, then such amounts 

shall be determined by a board of arbitrators to be appointed as 

provided in the agreement between the parties dated January 18, 

1952, hereinafter mentioned. The board of arbitrators, in 

determining the amounts of such overriding royalties, shall base 

their decision on the then value of such gas at the well head, 

considering only quality and pressure of gas, aggregate quantity 

of delivery and the then current f i e l d prices (of then newly 

negotiated contracts) of gas in other fields connected to or in 

the area of any of Assignee's pipe lines or gathering systems 

or of any pipe line system to which any of Assignee's pipe lines 

or gathering systems are then connected and such other directly 

related pertinent factors which said board shall deem proper to 

consider in order to f a i r l y determine the amounts of such over­

riding royalties. The overriding royalties reserved by Assignor 

in A above shall be determined for each five-year period after 

the fifteenth year following the date hereof in like manner 

to that provided above for the five-year period next following 

the tenth year after the date hereof, but in no event shall the 

amount of such overriding royalties be less than lOe1 per mcf. 



D. An overriding r o y a l t y in" the amount of t h i r t y -

three and one-third per cent (33-l/3£) of Assignor's interest 

i n a l l l i q u i d hydrocarbons which may be recovered or extracted 

from gas produced from the said land. At Assignor's option, 

Assignee s h a l l deliver to Assignor such overriding r o y a l t y i n 

kind or s h a l l pay to Assignor the f a i r market value thereof In 

cash. At a l l times p r i o r to the completion of construction and 

commencement of operation by Assignee of a plant for extraction 

of such l i q u i d s , Assignee shall pay to Assignor i n cash the 

estimated value of t h i r t y - t h r e e and one-third per cent (33-l/3#) 

of a l l l i q u i d s produced with or contained i n gas produced from 

the said land and applicable to Assignor's interest therein, 

regardless of whether such li q u i d s are extracted from the gas. 

E. A l l o i l i n , to and under the said land, together 

with the r i g h t of ingress and egress to and from the leased 

premises for the purpose of exploring f o r , producing and removing 

same and constructing and operating a l l f a c i l i t i e s necessary or 

appropriate i n connection therewith. 

F. A l l gas and other hydrocarbon substances, i n , 

to and under the said land in a l l formations below the Mesaverde 

formation, together with the r i g h t of ingress and egress to and 

from the leased premises for the purpose of exploring f o r , pro­

ducing and removing same and constructing and operating a l l 

f a c i l i t i e s necessary or appropriate i n connection therewith. 

3. The said overriding r o y a l t i e s reserved herein 

shall be suspended and Assignor shall have and r e t a i n i n l i e u 

thereof a working Interest i n the said land and lease during 

a l l periods when the average production per well per day there­

from, averaged on a monthly basis, is (a) as to o i l , f i f t e e n (15) 

barrels or less, and (b) as to gas, f i v e hundred thousand 

(500,000) cubic feet or less. The l i m i t a t i o n s of t h i s paragraph 

shall apply separately to any zone or portion of the said lease 

which may be segregated for computing government royal t y . 
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4. The said overriding royalties reserved herein are 

more f u l l y described in a certain Oil and Gas Lease Sale Agree­

ment between Assignor and Assignee dated January 18, 1952, and 

recorded in the o f f i c i a l records of the County Clerk of San Juan 

County, Hew Mexico, in Volume at Page , ref­

erence to which Agreement and record thereof is here made for a l l 

purposes, and the terms and provisions of which Agreement are a l l 

incorporated herein by reference the same as though set forth 

verbatim herein, 

5. Assignee, by i t s acceptance of this Assignment, 

warrants and agrees that i t w i l l comply with a l l terms, provisions 

and conditions of the Agreement dated January 18, 1952, mentioned 

hereinabove, and, subject to the terms thereof, that i t w i l l com­

ply with a l l obligations of the Operator contained in the Operat­

ing Agreement hereby assigned, and that i t hereby assumes and 

agrees to pay, as and when the same shall become due and payable, 

a l l outstanding royalty, overriding royalty, carried and other 

interests under the Operating Agreement hereby assigned applic­

able to a l l gas and other hydrocarbons produced and saved by 

Assignee. Assignee further agrees that i t w i l l not discriminate 

against any employee or applicant for employment because of race, 

creed, color or national origin, and that I t w i l l require that 

an identical provision be incorporated in a l l subcontracts. 

6. This Assignment is subject also to the following 

interests previously reserved and retained in the said land and 

lease covering same: 

•T five »•* •*«* U*> 

IU •seAte.lS) Uwtr 

«, m i . 
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7. Assignor covenants with and warrants to Assignee, 

its successors and assigns, that it will warrant and forever 

defend unto Assignee, its successors and assigns, the title to 

the rights hereby assigned and the interest of Assignor in a l l 

personal property situated on the land described above and used 

or obtained in connection therewith, against all persons whom­

soever who may lawfully have or claim an interest therein by, 

through or under Assignor. 

EXECUTED at Dallas, Texas, as of the 1st day of March, 

1952. 

DELHI OIL CORPORATION 

ATTEST: 
By r ' 

Vice President 

El Paso Natural Gas Company, Assignee herein, hereby 

accepts this Assignment and agrees to be bound by the terms and 

provisions thereof, a l l as of March 1, 1952. 

EL PASO NATURAL GAS COMPANY 

ATTEST: 

6L±4Xrt S e c r e t a r y 

By. 
-̂*̂ ei£res Ident 

* 5 # «• 5 c- * 

STATE OF TEXAS ) 
)ss. 

COUNTY OF DALLAS ) 

day of March, 1952, before me appeared 
, to me personally known, who, 

being by me duly sworn, did say that he is the Vice President of 
DELHI OIL CORPORATION, a Delaware corporation, and that the seal 
affixed to said instrument is the corporate seal of said corpora* 
tion and that said instrument was signed and sealed in behalf of 
said corporation by authority of Its board of directors and said 

P» T. B E E acknowledged said instrument 
to be the free act and deed of said corporation. 

NotaryPubHc inane! or 
My commission expires 

JUne 1, 1953. 

Dallas County, Texas. 
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