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Mmmm.rn.mmm 
m . %ics?i The hearing w i l l come to order, pleas*. I pre­

sume the eases this morning w i l l be consolidated for the purpose 

of testimony. Is that correct or incorrectf 

I©. moDwAKDs All of the canes, ?06 through 712 and. 846 

through 852, so far as f l Paso is concerned, can be consolidated 

for th® presentation. Th© individual units involved in Cases 706 

and 846, for example, are fully consolidated by agreeaent of both 

parties at the last rehearing, as I understand I t , so there ls 

consolidation of 706 aad so forth. But the presentation on a l l 

eases, for convenience, we suggest be consolidated. 

M3. MACfTi Any objection;? 

m . CAMPBKttiS no. 

MR. mem*. I f not, we w i l l consolidate a l l cases for the 

purpose of testiatony. 

m t WOODWARD j 11 Paso would like to, as one of the appli­

cants for rehearing, make this explanatieaof why we are here. Essen 

tla i i y I I Paso sought a determination of status and appropriate 

action by CsaaiESion, a sort of determination that seven spacing 

and allocation units ia the BlancoHPfesaverd* Pool were cown unitizee 

tracts. I f the Qamlsslon1 s inf sensation was that they were hot 

coasounitlzed tracts, we ask that they be coswutiltized. 

fhe second orders issued in these cases from which rehearing 

is sought, implied in substance that i f the tracts were eossRuaitizeii 

they were Fegogrtizfea, and i f the? mm not, ttie Cow&iggioft thereby 
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eosawmitized them. We suggest that is a most agreeable order, but 

l t is not very helpful in determining the status of these units. 

I realize that case chronology, or history of proceeding is 

not a very interesting affair, but in view of the time involved, 

which these cases have been under consideration, we would like to 

recapitulate as briefly as possible, the history of this controversy. 

Cases 706 through 712, and 846 through 852 involve seven spacing 

and allocation units in the Blanco-ifesaverde Pool. In October, 155;i, 

Sl Paso applied for compulsory eoiaaunitlzation of each of these 

hearingsj the f i r s t hearing May 19* 1954, and the f i r s t orders 

Issued December 16, 1954. In this order, the Commission found that 

the working interest owners in each of these units, had agreed to 

communitise their leases on or before the date the notices of in­

tention to d r i l l the well were approved, fhe Commission also found 

the agreement of such owners effectively create a unitized spacing, 

and allocating units which complied with the Orders R-110, the 

Commission ordered that each unit was recognized as a communltised, 

or pool tract, effective on the day the notices of intention to 

d r i l l was approved. Under the circumstances, this was the only 

proper order that the Coaaission could have then entered. Bl Paso, 

as we have stated, had asked for compulsory pooling orders, the 

Commission found the units had already been communitized by agree­

ment of the working interest owners, and appropriately registered 

them so, no order being necessary to want i t . However, following 

these f i r s t orders, the Yager Unit asked for rehearing, and Sl Paso 

formally applied for ratification of these, this second series of 

applications waa, as Iunderstand i t , Case numbers 846 through 852. 

At the f i r s t rehearing. March 17. 1955. as we have stated, Case 1 
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706 and 346 Involved the same lands, and vera, therefore, consoli­

dated, for the same reason tine succeeding eases in both series were 

likewise consolidated. On January 12,1956, the Commission supersed-

its first order in these cases by a new series. In the second seri 

the Commission found that the working interest owners had agreed to 

communitize their leases in each of these units, that their agree­

ment complied with Order R-110, and such agreement, together with 

the approval of the notice of intention to drill, which designated 

the unit area, effectively created and established the units in 

question. However, the Commission also found there was no evidence 

in the record as to the precise date the working interest owners 

had agreed to communitize their leases, prior to Nay 19* 1954, th* 

date of the first hearing. There was evidence that as of that date 

the working interests had been communitized. The Commission there­

fore, fotmd the date of such agreement to be Nay 19, 195*. Finally 

the Commission ordered that each unit be recognized as a communitiz* 

tract in a duly established drilling unit en that date. But, in tl* 

alternate and subsequent event that subsequent adjudication render 

that inoperative, all units were consolidated and compulsorily pool) 

effective January 15, 1956. Consequently, the Yager group and, at 

this hearing it is 11 Paso*s position, first, that the second serial 

of orders are Improper and void, for the reasons set forth in El 

Paso's brief, heretofore filed with the Commission. Second, that 

the first series of orders are proper orders supported by the law 

and evidence, and should be reissued in substance. Third, without 

waiver of the right to stand on the evidence heretofore in these 

cases, and the benefit of any presumption of fact or law raised 

by such evidence. Sl Paso is prepared to so forward in Intro-
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duelng additional evidence as to the dates, working interests, when 

these units were consolidated. For that purpose, Sl Paso would cal 

as i t s f i r s t witness, Mr. Roland L. Hamblin, and ask that he be 

sworn. 

{Witness sworn.) 

R 0 H I P L H A MB L I H , 

called as a witness, having been f i r s t duly sworn, testified as 
follows: 

By m . WOODWARD; 

Q Mr. Hamblin, state your f u l l name, please. 

A Roland L. Hamblin. 

Q By whom are you employed and in what capacity? 

A I am employed by the 11 Paso Matural Gas Company as Manager 

of their Lease Department. 

Q. Have you previously testified before the Commission in Cases 

706 through 712, and 846 through 852? 

A Yes, s i r , I have. 

(Marked El Paso Natural Gas Exhibits 
R-̂ 06 through 712, f o r i d e n t i f i c a t i o n . ) 

Q Bl Paso's Exhibits R-706 through B-712 have been placed on 

the board. Are you fami l ia r wi th these exhibits? 

A Yes, s i r , I am. 

Q Were they prepared under your direction and supervision? 

A Yes, s i r , they were. 

Q State what these exhibits show. 

A Exhibits 706 through 712 are plats of seven well spacing and 

allocation u n i t 3 involved in these cases, showing each and every 

tract involved in each unit» and showing the unit well and location 
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of the unit well. 

Q How, directing your attention to Exhibit R-JO^. when was the 

notice of intention to d r i l l the unit well f i r s t filed? 

A A notice of Intention to d r i l l a Pictured C l i f f s well on the 

northwest quarter, Section 6 was fi>eCi5ar.ch 17, ,1953* and approved 

by the Oil Conservation Commission on March 23, 1Q^. A notice of 

intention to change plans to Mesaverde well covering the west half 
i 

of Section 6 was f i l e d on May 26, 1953 and approved by the Oil 
Conservation Comraission on July ^ 1953. 

Q. You state that the Commission authorized the completion of 

the Yager Well on May 31, 1953? 

A On July 31, 1953. 

Q July 31, 1953? 

A That is correct. 

0 What acreage was then dedicated to the well? 

A The entire west half of Section 6, Township 30 North, Range 

11 West. 

Q Who owned the operating rights in the separate tracts on 

the west half of Section 6, on the date the Commission authorised 

completion of the Yager Number 2 Well in the Mesaverde Formation? 

A El Paso Natural Gas Company owned, the operating rights under 

each and every tract i n the west half of Section 6, Township 30 

tefch^.K^eJ1 Wast, on or before July 31, 1953. 

Q Taking: each of the separately owned tracts i n turn, t e l l the 

means by which El Paso acquired the operating rights in them, and 

the date of such acquisition, Tract 1 colored in yellow on Exhibit 

R-706. 

A Tills is R-706 right here that we are discussing. El Paso 
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Natural Gas Company acquired the operating right on Tract Number 1 

by an assignment from Delhi Oil Company, dated March 1, 1952. 

Q That was an assignment of the leases? 

A That was a lease assignment. 

Q. Did this assignment cover other lands involved in 706 througl 

712, and et cetera? 

A Yes, s i r , i t did. I t covered a l l lands colored yellow i n 

these attached plats, was covered i n that assignment. 

Q 1 hand you what has been marked I I Paso Natural Gas Exhibit 

R-706-A, are you familiar with this exhibit? 

A Yes, s i r , I am. 

Q Wil l you state what i t i s , please? 

A This is the assignment of o i l and. gas leases, dated March 1, 

1952, from Delhi Oil Corporation to El Paso Natural Gas Company, 

covering Tract 1, and the other tracts colored i n yellow in the 

attached plats. 

Q. Is this agreement executed? 

A This agreement is duly executed by the Delhi Oil Corporation 

and El Paso Natural Gas Company. 

Q Now, when, and by what means did I I Paso acquire the operat­

ing rights in Tract 2 in Exhibit R-706? 

A El Paso acquired the operating rights under Number 2, which 

i s the p ink , by an assignment from the Delhi to E l Paso dated 

October 17, 1952. 

Q, I hand you what has been marked E l Peso Natural Gas E x h i b i t 

R-706-B, are you f a m i l i a r w i t h t h i s exh ib i t ? 

A Yes, s i r , I am. 
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d Stat© what i t i s , please. 

A 3-706-B is the assignment of the o i l and gas leases from 

Delhi Oil Corporation to l l Paso Natural Gas Company, covering 

among other tracts. Tract 2, colored in pink. 

Q Did that assignment cover other lands included within the 

unit involved In these cases? 

A Yes, s i r , I t covered a l l of the tracts colored pink, Tract 

2 here, and Tract 1, right here in this fxhibit 711. 

0. Turning your attention to Tracts 3 and 4, when and by what 

means did %1 Paso acquire the operating rights in these tracts? 

A wi Paso Natural Gas Company acquired the operating rights 

in Tracts 3 and k by an assignment of operating agreement from 

Delhi Oil Corporation, dated Harch 1, 1952. 

Q 1 hand you what has been marked H-706-C. Are you familiar 

with thia exhibit? 

A Yes, s i r , I am. 

Q State what i t i s , please. 

A Exhibit H-706-C is the Assignment of Operating Agreement 

dated March 1, 1952* from Delhi Oil Corporation to Bl Paso Natural 

Gas Company, covering Tracts 3 and k» 

m* WOODWARD: 11 Paso's Exhibits R-706, 7Q6-A, B, C, are 

hereby offered in evidence. 

MR. MACSY: Any objection? 

WH. CaHPBSLLj Me have no objection to the exhibits. We 

question their leading effect, of course, but the exhibits themselve 

we offer no objection. 

MR. MACFYt I f there is no objection, the exhibits w i l l be 

r<»cftlv#>d. 
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MR. WOODWARD: We ask that the photostats be submitted or 

substituted for the originals i n the record, the photostats before 

the Commission be substituted for the originals. 

MR. MACSY: I think that is in order. Have a l l the exhibits 

been so marked? 

MR. WOODWARD: They have. 

Q Now, Mr. Hamblin, directing your attention to Exhibit R-707. 

A This is R-707. 

Q, When was the notice of intention to d r i l l the unit well 

approved ? 

A The notice of intention to d r i l l the Yager Pool Unit Number 

1 Well i n 707 was approved by the Oil Conservation Commission on 

February 19, 1953. 

Q, What acreage was dedicated to the well by that notice? 

A The south half of Section 31> Township 31 North, Range 11 

West. 

Q Who owned the operating rights in the separate tracts of 

the south half, on the date the notice of intention was approved by 

the Commission? 

A El Paso Natural Gas Company owned the operating rights under 

each and every tract under the south half of Section 31, on or 

Q When and by what means did El Paso Natural Gas acquire the 

operating rights in Tract Number 1, colored in red? 

A El Paso Natural Gas Company acquired the operating rights 

under Tract Number 1 by an assignment of the operating rights from 

Aztec Oil and Gas Company to El Paso, dated February 19, 1953. 

1 
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Q I hand, you what has been marked 21 Paso Natural das Exhibit 

R-707-A, are you familiar with this exhibit? 

A Yes, s i r , I am. 

Q, W i l l you t e l l us what i t i s , please? 

A R-707-A is the p a r t i a l assignment of operating rights from 

Aztec O i l and Oas Company to El Paso Natural Gas Company, dated 

February 19, 1953-

Q When, and by what means did El Paso Natural Gas acquire the 

operating rights i n Tract 2, colored ln yellow? 

A El Paso Natural Gas Company acquired the operating rights 

in Tract 2 by an assignment from Delhi Oil Corporation to El Paso 

dated March 1, 1952. 

Q This is the same assignment heretofore Introduced as R-706-A 

A Yes, s i r , that is correct. 

Q Now, Tract Number 3, colored in gold, when and by what means 

did El Paso acquire the operating rights i n this tract? 

A El Paso Natural Gas Company acquired the operating rights 

under Tract 3 by an assignment of operating agreement from Delhi 

Oil Corporation, to El Paso, dated March 1, 1952. 

Q I hand you what has been marked El Paso Natural Gas Company 

Exhibit R-707-B, are you familiar with this exhibit? 

A Yes, s i r . 

Q W i l l you state what i t i s , please? 

A Exhibit R-707-B is the assignment of operating agreement 

from Delhi to El Paso, dated March 1, 1952, covering Tract 3. 

MR. WOODWARD: El Paso*s Exhibits R-707, R-707-A, B, are 

hereby offered into evidence. 

MB. MA ray; TF? there, an objection? 

10 
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MR. CAMPBELL: Ho objection. 

MR. MACEY: I f no objection, the exhibits w i l l be received. 

You wish to substitute the photostats? 

MR. WOODWARD: In each case we would l i k e to substitute the 

photostats for the originals. 

MR. MACEY: A l l r i g h t . 

Q Now, directing your attention to R-708. Mr. Hamblin, 

A This is Exhibit R-708. 

Q When was the notice of intention to d r i l l the unit well 

approved? 

A The notice of intention to d r i l l the Neal Number 3 Well, 

which was the unit w e l l , was approved on August 3, 1953 by the Oil 

Conservation Commission. 

Q What acreage was dedicated to the unit well by that notice? 

A The west half of Section 15, Township 31 North, Range 11 

West was dedicated to this well. 

Q Who owned the operating rights in the west half of Section 

15 on the date the notice of intention to d r i l l was approved? 

A Sl Paso Natural Gas Company owned the operating rights 
....,....,-.,.1.111 ' " " — W W M I M W « " inn iiinmiiiii rmiTin • •• • ,11m „ •'T m . i. . .fim.c. 

under each and every tract in the west half of Seetion 15, Township 

31 North, Range 11 West on August 3, 1953. 

Q A l l r i g h t . Taking Traet Number 1, colored i n blue, or l i g h t 

blue, when and by what means did El Paso acquire the operating 

rights i n this tract? 

A El Paso Natural Gas Company acquired the operating rights 

under Tract 1 by assignment of operating agreement from Delhi to 

El Paso, dated March 1, 1952. 

Q I hand you what has been marked El Paso's Exhibit R-708-A. 
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are you familiar with this exhibit? 

A Yes, s i r , I am. 

Q Tell us what i t i s . 

A The assignment of operating agreement from Delhi Oil Corpora 

ti o n , to El Paso, dated March 1, 1952, covering Tract 3 and other lhnd 

in the same Federal lease. 

Q Tract 2, colored i n yellow, when and by what means did El 

Paso acquire the operating rights i n Tract 2? 

A El Paso acquired the operating rights i n Tract 2 by a lease 

assignment from Delhi, dated March 1, 1952. 

Q This is the same assignment heretofore introduced as El 

Paso's Exhibit R-7Q5-A, is that correct? 

A Yes, s i r , same assignment. 

MR. WOODWARD: El Paso's R-708 and R-708-A are hereby offered 

in evidence. 

MR. MACEY: Any objection? 

MR. CAMPBELL: No objection. 

MR. MACEY: I f there is no objection, the exhibits w i l l be 

received, photostats being substituted for the originals. 

Q, Directing your attention, Mr. Hamblin, to Exhibit R-709. 

A This is Exhibit R-709 right here. 

Q A l l r i g h t . When was the notice of intention to d r i l l the 

unit well approved by the Commission? 

A The notice of intention to d r i l l the Calloway Pool Number 1 

Well was approved by the Oil Conservation Commission onJTune 29, 

1953. 
Q What acreage was dedicated to that unit well by that notice? 

A The east half of Section 27. Township ̂ 1 North. Range 11 Weslb 

p 
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was dedicated to this unit well. 

Q. What was the status of the operating rightsin the east half 

of Section 27 on the date the notice of intention to d r i l l was 
— i , „ | j m i j j i l l l l l inu........ l l ,J...H^JHmmu 

approved by the Commission? 

A El Paso Natural Gas Company was authorized to exercise the 

13 

„ . ' . I I . 

operating rights upon Tract Number 1,colored in brown, and owned 

the p irat ing , j^^un^er , a l l of the remaining tracts in the east 

half of Sectipr^ 2X,_Townshig 31 North, Range 11 West. 
•jBtMawrfw^t^**""'"'^'''""" "*r"ri""''"* —' • -

J 

Q The unit well is drilled on Tract Niimber 1 colored in brown, 

is that correct? 

A That is correct. 

Q By whom was the unit well drilled? 

A The unit well was drilled by El Paso Natural Gas Company as 

unit operator. ^ ri«.*v 

Q By virtue of what authority, i f any, did I I Paso exercise 

the operating rights in Number 1 by d r i l l i n g the Calloway Unit Well 

thereon? 

A By virtue of letters from Western Natural Gas, Three States 

and San Jacinto Petroleum, who owned the operating rights of that / 

tract, at that time. 

Q They were the lessees of that tract? 

A They were the lessees of that tract. 

Q I hand youvhat has been marked El Paso's Exhibit R-709-A, 

B and C, are you familiar with these exhibits? 

A Yes, s i r , I am. 

0. Will you state what they are, please? 

A Exhibit R-709-A is a letter from Three States Natural Gas 

Company to El Paso Natural Gas Company, dated February 27, 1953, 

I 
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by whieh Three States Natural Gas Company agreed to join in the 

d r i l l i n g of the Calloway Fool Number 1 Well. 

Q R-709-B? 

A R-709-B is a letter from Western Natural Gas Company, dated 

March 31, 1953, by which Western Natural Gas Company agreed to join 

in the d r i l l i n g of the Calloway Pool Number 1 Well. 

Q And R-709-C? 

A R-7O9-C is a letter dated April 9, 1953, from San Jacinto 

Petroleum Corporation, to El Paso Natural Gas Company, returning ar 

approved copy of an APE to 11 Paso. 

Q, And i t was by virtue of these three letters from the lessees 

of Tract Number 1, that Sl Paso f e l t authorized to go upon the land 

and d r i l l the Calloway Pool Unit Humber 1? 

A That Is correct. 

Q 1 hand you what has been marked 11 Paso's Exhibit R-709-D, 

are you familiar with.this exhibit? 

A Yes, s i r , I am. 

Q Will you state what i t i s , please? 

A Exhibit R-709-D is a du-ly executed copy of a communltlza-

tion agreement on the Calloway Pool Unit Number 1, which was exercised 

by, i t is dated and effective June 1, 1953, executed by Three States 
, „ — „ , y m m K m w , n m ^ , , i m m r ' ^ a , , m m -w^*"*"" 

Natural Gas Company, on March 14. jjLrg%g, by San Jacinto Petroleum 

Corporation on February 19* 1955, and by Western natural Gas Company 
9 m W " • ' " ' ' ^ ^ s w w ^ . MI ww**"" ...I...nr.. 1. „ | , m Tirr1 1 ITIrntengBuiwwmi—iinsirtiiin11 T 

on February 17, 1955* 

Q Now, this communitization agreement was executed pursuant 

to the letter agreements marked R-709-A, B, C, is that correct? 

A Yes, s i r , that is correct. 

Q TJnrctf} rHT»s»f.t-.1ng yanr* a t t e n t i o n to T r a c t NrnahfrT* 2 , wh^n and hy 
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15 
what means did I I Paso acquire operating rights i n Tract Number 2? 

A El Paso acquired the operating rights under Tract Number 2 

by an o i l and gas lease dated May 26, 1953. 

Q. I hand you what has been marked El Paso's Exhibit H-709-E, 

are you familiar with this exhibit? 

A Yes, s i r , I am. 

Q W i l l you state what i t i s , please? 

A Exhibit R-709-E is the o i l and gas lease dated May 26, 1953, 

from Sarah Myers Hedges to El Paso Natural ©as Company covering 

Tract Number 2. 

Q Now, directing your attention to Tracts Numbers 3, 4, 5, 

when and by what means did El Paso acquire the operating rights 

in these tracts? 

A I I Paso acquired the operating rights i n Tracts 3, 4, 5 by 

virtue of a lease assignment froa Delhi to El Paso dated March 1, 

1952. 

Q These are the tracts colored i n yellow? 

A Yes, s i r , here, here and here (indicating). 

Q And this ls the same assignment heretofore Introduced as 

11 Paso's Exhibit R-7G6-A? 

A Yes, s i r , that is correct. 

Q Now, directing your attention to Traet Number 6, colored i n 

blue, when and by what means did El Paso acquire the operating 

rights i n this tract? 

A El Paso acquired the operating rights under Tract Number 6 

by a lease assignment from Primo ©il Company to 11 Paso, dated 

August 14, 1952. 

Q. 1 hand you what has been marked El Paso's Exhibit R-709-F, 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

A L B U Q U E R Q U E , N E W M E X I C O 
T E L E P H O N E 3 - 6 6 9 1 



are you familiar with this exhibit? 

A Yes, s i r . 

Q Will you state what i t i s , please? 

A Exhibit H-709-P is the lease assignment from Primo Oil 

Coapany to El Paso Natural (Sas Company, dated August l k , 1952, 

covering Tract Number 6. 

Q When and by what means did 11 Paso acquire the operating 

rights in Tract 7, colored in rose? 

A El Paso Natural Gas Company acquired the operating rights 

under Tract Number 7 by virtue of a lease assignment from Primo 

Oil Company to El Paso, dated April 20, 1953. 

0. I hand you what has been marked El Paso's Exhibit R-709-G, 

are you familiar with this exhibit? 

A Yes, s i r , I am. 

Q, Will you state what i t Is., please? 

A Exhibit R-709-G is the assignment from Primo Oil Company to 

I I Paso, dated April 20, 1953* covering Tract Number 7. 

MR. WOODWARD: El Paso's Exhibits Numbers R-709, R-709-A, B, 

C, D, E, F, and G, are hereby offered into evidence. 

MR. MACEY: Any objecting? 

MB. CAMPBELL: Ho objection. 

MR, MANKIN: Isn't there an error on R-709* shouldn't that 

be the assignment from Delhi to I I Paso, dated 3-1-52, rather than 

'56? 

A Yes, s i r , that is correct, Mr. Mankin, i t should be 3-1-52 

on Tract 5, same as 3 and 

MR. MACEY: I f there is no objection we w i l l enter the 

exhibits in evidence, and substitute the photostats for originals. 
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Q Mr. Hamblin, directing your attention to Exhibit 1-710. 

A This is Exhibit B-710 right here. 

Q When was the notice of intention to d r i l l the unit well 

approved by the Commission? 

A The notice of intention to d r i l l the Marcotte Pool Unit 

Mumber 1 Well, which is the unit well on the east half of Seetion 

8,.Township 31 North, Range 10 West, was approved by the Oil 

Conservation Commission on August 25, 1953* 

Q What acreage was dedicated to the unit well by that notice? 

A The east half of Section 8, Township 31 Horth, Range 10 West 

was dedicated to the Marcotte Pool Unit Number 1 Well, which is the 

unit well. 

Q_ What was the status of the operating rights on the east half 

of Section 8 on the date notice was approved? 

A El Paso was authorised to use the rights on Number 1 and 2 

colored in lay &&_the operating rights under Tracts 

in...tracts, on August Number J 

25, 1953^ 

Q Taking Tracts 1 and 2 together, the unit well is drilled on 

Tract 2, is i t not? 

A That is correct, the unit well is drilled right here on Trac|t 

Number 2. 

Q By whom was the unit well drilled? 

A El Paso Natural Oas Coapany as unit operator. 

Q By virtue of what authority, i f any, did 11 Paso exercise 

the operating rights on this tract by d r i l l i n g the Marcotte Well? 

A By virtue of a letter frps Beaver Lodge Oil Corporation to 

El Paso, dated August 5, 1953. 
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Q I hand you what has been marked 11 Paso's Exhibit- H-710-A 

and R-710-B, are you fami l ia r wi th these exhibits? 

A Yes, s i r , I am. 

Q W i l l you states what they are, please? 

A **hib i t R-T10-A is the l e t t e r dated August 5, 1953, from 

Beavja&J,od«e^^ to S l Paso Natural Gas Company, where­

by they acknowledge receipt of the copy of the oommmltization 

agreement and state they would be happy to execute i t . 

Q R-710-B? 

A R-710-B it , the communitization agreement on the Marcotte Poo: 

Number 1 Well , dated A j u m » t 3 U i ^ 3 » and executed by Beaver Lodge 4 

Oi l Corporation on January 20, 1955* 

Q The communitization agreement marked R-710-B was executed 

pursuant to the l e t t e r marked B-710~A, is that correct? 

A "That i s correct, 

Q And both Exhibits R-710-A and 1 cover tracts 1 and 2, is tha 

correct? 

A That is correct, colored i n lavendar. 

Q A l l r i g h t , now, di rect ing your at tention to Tracts 3 and 5, 

when and by what means did El Paso claim operating r ights i n Tracts 

3 and 5? 

A By vi r tue of an assignment from Delhi to B l Paso, dated Marc 

1* 1952. 

Q And is th is the same assignment heretofore marked 11 Paso's 

Exhibit R-705--A? 

A Yes, s i r , that is correct. 

Q A l l r i g h t , now, di rect ing your at tention to Tract Number 4, 

when ftn<i w*,** AIA V.I PA&O acquir* oo»ratln« r ights i n 
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Tract 4? 

A El Paso Natural Gas Company acquired operating rights under 

Tract Numhjtr^4 by virtue of an operating agreeaent from Brookhaven 

Company to San Juan Oil Company, which subsequently was assigned 

by Sgn Juan Company to 11 Paso Natural Gas Company on January 2, 

1952. 

Q, I hand you what has been marked 11 Paso's Exhibit Numbers 

R-710-C and D, are you familiar with these exhibits? 

A Yes, s i r , I am. 

Q, Will you state what they are? 

A Exhibit R-710-C is the operating agreement frora Brookhaven 

Oil Company to San Juan, dated November 27, 1951, whieh gave San 

Juan Production Company the operating rights upon Tract Number 4, 

and other lands in the same Federal Lease 1 and Exhibit R-710-D is «|n 

assignment of this operating agreement dated January 2, 1952, frora 

San Juan Production Company to 11 Paso Natural Gas Company, giving 

El Paso the operating rights under Tract Number 4. 

MR. WOODWARD: R-710, A, B, C and D are hereby offered into 

evidence. 

MR. MACEY: Is there any objection? 

MR. CAMPBELL: No objection. 

MR, MACEYt Without objection the exhibits w i l l be received, 

and photostats are being substituted for the originals. 

Q Now, directing your attention to Exhibit R-711. 

A This is Exhibit R-711 right here. 

Q Mr. Hamblin, when was the notice of intention to d r i l l the 

unit well approved? 

A I n i t i a l l y , notice of intention to d r i l l a well on the south 
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half of Section 32, Township 31 North, Range 11 West was f i l e d , and 

subsequently a notice of intention to change place, changing spacing 

for the unit well to the west half 04? Section 32, Township 31 Horth 

Range 11 West was fi l e d with the mited States Geological Survey, aid 

approved April 7* 1953• 

Q Will you state again the final date 1 of approval of the 

dedication of the west half to the unit well? 

A I t was approved by the United States Geological Survey on 

April 7, 1953. 

Q Who owned the operating rights in the west half of Section 3£ 

on the date that notice of intention to d r i l l was approved? 

A 11 Paso Natural Gas Company owned the operating rights under 

each and every tract in the west half of section 32, on or before zracz in tne we si; iaaii or secuiQ" "~ * * 

A M ^ I T I ^ ^ I ^ . 

0. When and by what means did I I Paso acquire operating rights 

in Tract Number 1? 

A I I Paso acquired the operating rights under Tract Number 1, 

colored in pink, by an assignment from Delhi dated October 17, 1952, 

Q This is the same assignment heretofore introduced in evidence 

as El Paso's Exhibit R-7O6-B, is that correct? 

A That is correct. 

Q When and by what means did El Paso acquire the operating 

rights in Tract 2? 

A El Paso acquired the operating rights in Tract Number 2, 

yellow, by virtue of a lease assignment froa Delhi dated March 1, 2|952 

Q This is the same assignment heretofore introduced as El 

Paso's Exhibit R-706-A? 

A Yes, s i r . 
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Q When and hy what means did El Paso acquire operating rights 

in Tract 3? 

A El Paso acquired the operating rights under Tract Number 3 

by virtue of an assignment of operating agreement froa BeIhi, dated 

March 1, 1952. 

Q This is the same assignment of operating agreeaent heretofors 

introduced as El Paso's Exhibit R-707-B, is that correct? 

A Yes, sir, that is correct. 

MR. WOODWARD: El Paso's Exhibit R-711 is hereby offered 

in evidence. 

MR. MACSY: Any objection? 

MR, CAMPBELL: Ho objection. 

MR. MACSY: Without objection the exhibit will be received. 

0. Directing your attention, Mr. Hamblin, to Exhibit R-712. 

A This is Exhibit R-712. here on the wall, we didn't have room 

for it on the bulletin board. 

Q. When was the notice of intention to dr i l l the unit well — 

MR, CAMPBELL: (Interrupting) Excuse me, do you have a 

copy of that 712? 

MR. WOODWARD: Here is an extra. 

MR. CAMPBELL: Thank you. 

Q When was the notice of intention to drill the unit well 

approved, Mr. Hamblin? 

A Notice of intention to drill the unit well, Koch Number 1, 

was approved bv| the phited States geological Surveyjw^ftttgast lk, 

Q. What acreage was dedicated to the unit well by that notice? 

A East half of Section 3» Township 3© North, Range 10 West 

1953. 
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was dedicated te this unit. 

Q What was the status of the operating rights on the east half 

of Section 3* on the date the unit agreeaent was approved? 

A I I Paso Natural Oas Coapany was authorized to operate the 

ej^liaiS44^ t;he operating 
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tracts in the east hall 
it. 

Q. When and by what means did I I Paso acquire the operating rights 

in tracts 1, 4 and 5? A l l Pas© ~ 

Q. Colored in ©live. 

A 11 Paso Natural Qas Coapany acquired the operating rights 
under Tracts 1, 4 and 5 by virtue of a lease assignment from Sunray 
Oil Corporation to 11 Paso, dated January 14, 1953. 

Q I hand you what has been marked 11 Paso's ixhiblt R-712-A, a£e 

you familiar with this exhibit? A Yes, sir, I am. 

Q Will you state what It ia, please? 

A Exhibit R-7X2-A is the assignment froa Sunray Oil Corporation 

to I I Paso dated January 14, 1953* covering Tracts 1, 4 and 5. 

Q All right. Now, directing your attention to Tracts 2 and 6, 

colored in orange, when did Sl Paso and by what means did El Paso 

acquire the operating rights in these tracts? 

A 51 Paso Natural Qas Coapany was authorized to exercise the 

operating rights upon Tracts Nuabere 2 and 6 by virtue of a letter 

Q I hand you what has been marked 11 Paso's Exhibit Numbers 

R-712-B and C, are you familiar with these exhibits? 

A Yes, sir, I am. 

q Will you state what they are, please? 

A R-712~B is the letter dated August 5» 1953# froa Fred C. 

Koch to El Paso Natural Gas Company, in which he agreed to the 

communitization of the Koch Pool % i t Number 1 Well. 
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Q R-712-C? 

A Exhibit R-712-C Is the operating agreement covering the Koch 

Fool Unit Number 1 Well, dated August 1, 1953* and executed by Fred 

Q All right. Sow, Tract Number 3* the unit well is drilled on 

Tract Humber 3, is that correct? 

A That is correct, on Tract Humber 3# i» gray. 

Q, By whom was the unit well drilled? 

A The unit well was drilled by 11 Paso Natural tas Company as 

unit operator. 

Q By virtue of what authority did E l Paso d r i l l the unit well ( 

Tract Number 3? 

A E l Paso Natural das Company drilled the unit well on Tract 

lumber 3 by virtue of a development contract between lelhi Oil 

Corporation and Atlantic Refining Company, dated February 27, 1950, 

»n 

- , - ' - . f c V * W 

which Atlantic granted to Delhi on this, and by virtue of a contrac 

between Delhi, Atlantic and I I Paso, dated February 26, 1952, in 
1 , k 1 1, , • ium- 1 1 —'"" 'I»WWII««I . . 1 I .„ 1 • .milium iw.iMmwiiBimni'"ii'"iiii iii'iinniBumiii mini '""in 

which Delhi panted t h e j o ^ a t i ^ r i g h t s to 11 Paso. 

Q I hand you what has been marked E l Paso1 s Exhibit R-712-D, E 

and F , are you familiar with those exhibits? 

A Yes, s i r , I am. 

Q Will you state what they are, please? 

A Exhibit R-712-D is the contract for development, dated 

February 27, 1950, between the Atlantic Refining Coapany and Delhi 

Oil Corporation, covering, among other lands, Traet Number 3. 

Q Now, the assignment from Atlantic to I I Paso, marked R-712-F 

was executed pursuant to those contracts, is that correct? 
A That is correct. 

»n 

- , - ' - . f c V * W 
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Q Wm0 directing your attention, to fra#t Number T# eolofad Hi 

olive green* when and by what means ®U 11 t&m ftflpin tlie operat-* 

lag rights in tins tract? 
A w,i Paso acquired the operating ri^fce under Tract Sumber 7 

by virtue of an oil ana gas leaae dated July 2, %9S% 
a I hand you what has been Karaed 11 Paso's HflUMt H*712HI# 

are you faailiar with this exhibit? 

A Teis$ sir, I aa. 

Q Will you state waat it 1»» please? 

A sxfclbtt H-73L2-0 1® ©11 and gae leas* dates' July 2, 1953* 

froa nm® Sosenweln to 11 tamo mtwml 3a© Compear covering fmtt 

mmn* 7. 

MR* tfOCHftfARDt Kl Paf*e*s SadttMt Numbers H*712> R-7X2~A# S* 

C # », P, and 0 are hereof offered into evidence. 

«t. msm% &m objection? 
m. Gumma** m objection. 

MS. MAClf i Without objection the exhibits will be received, 

photostats being *tig»Utmt«4 for the aria*-**!** 

Q How, to suamr̂ zê your testimony in these cases, what was 

the status of the operating rigtts in eaeh unit on the date the 

notice of intention to dril l the malt well was appwe4? 

> A s « ^ ^ & ^ i ^ ^ ^ ^ ^ ^ S « ^ ^ ^ ^ the aate that the notice o 
* _ was that t l 

rights ar 
intention m each ta&iirttaal wall 

t either owned all of 

notice of intention to ar l l l oa meet* wilt well was approved , 
Q All right. In the e*er«**e of these rtgftti, SI Paes affiled 
unu. a a l l aj*t aadtaefeea' a l l tmm acreage in thu unit to that w»1 
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Is that correct? 

A That is correct,, 

Q How, what was the status of the working interest of the 

leases of record on the date the notice of intention to dr i l l was 

approved ? 

A The @ntlreworking interest on the Yager Pool Humber 2 Well, 

3~JQ6j. Humber 1 Well, jjy^JJNeal No.3 Well^JteSKfi* and the Heaton 

Number 3 Well, R^lJb was owned by 11 Paso natural das Company on o 

before the date the notice of intention to dri l l each of the unit 

wells were approved. 

Q Sow, they owned this by virtue of the assignments heretofore 

described, is that correct? 

A That is correct, yes, sir. And al l of the working interest 

owners had agreed to communitize their interest In the Calloway 

25 

Unit Humber 1, R-?09} Marcotte, Mumber R-710j and the Koch Pool 

Mumber 1 Well, R-712 an the date the notice of intention to'^rkll 

each well was approved, and pursuant to such agreement have execute ! 

communitization agreements communitizing their Interest in such 
« " " " " " ' 1 ' • • - - " 11 111 a m , „ , 1 , i> Wia l U)jin;ininiiiimwT 

wells. 
Q Mow, Mr. Hamblin, have communitization agreements been 

circulated on each of these seven units? 

A Yes, sir, they haws, 

Q To whoa were these circulators sent? 

A To various royalty owners,lessees of record, and working Int 

erest owners. 

Q Have these agreements been executed? 

A Ibelieve th«v have been executed by a l l the people to whom 

tehei^were^ aent. except the Yager Group. 
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Q Kcar, when mm ther executed ia relation to the date tae 

notice of intention to drill the unit wells were approved? 

A Most of then have been execute® subsequent te the date the 

notices of intentlea te drill were approved 6 

Q 1 tee* Hew, Mr. Haablln, In view of year testimony that 

11 Paso either owned, or owned the working interest in fear ef thee 

unit*, aaa obtained agreements te communitize the working interest 

In the other units om the date the notices ef intention te drill 

were approved, why were these communitization agreements circulated 

for execution subsequent to the date the notices were approved? 

A Well* oat of aa abundance ef preeaatiea by ue, aad te elarlf 

and define the exact terms ef the operating agreement and details, 

and in accordance with the request of the regulatory bodies of the 

Federal government to file with them a copy of such communlt is a- y, 
tien agreements* 

Q These agreements formalized all the understanding had with~~ 

respect to the agreements to communitize in seme instances, is that 

correct? 

A That is correct. 

Q And in others you aay they were circulated out ef an abund­

ance of precaution? 

A Yes* air, 

Q And to comply with the meiae ff jjmkaaiffafw b^|f«« 

A That they be filed with them, ye®, sir* 

Q You say rule* of regal&tery bodies, fo whoa de you refer? 

Q All right. They were eireulated under your direction and 

supervision^ Is that correct? 

1 

\ 
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A Yes, s i r , that is correct, 

$ Were they circulated far the purpose of investing E I 

Fas© with the c^ejrajLisc rlgfets In any of these units? 

Q Why not? 

A Because f1 Paso Natural Oas Coapany either owned or had 

agreement to communitize the operating rights on the dates the 

notices of Intention to dr i l l were approved. 

HR. WOODWARDi That le a l l we have oa direct examination. 

MR. MACiYi Are there any questions of the witness? 

MR. CAtmsx&t tea, s i r . 

By M . CAMPPTO,! 

Q Mr. Hamblin, 1 understood you to aay that the communltlzatlo! 

agreements which were circulated subsequent to the fi l ing of notice 

of intention to dr i l l were a l l executed by the working interest 

owners, or other parties, after that date of notice of intention 

to d r i l l , is that correct? 

A Yes, s ir , that is correct. 

Q Can you state whether or not any of those communitization 

agreements were fully executed by the working Interest owners 

prior to September 1, 1953? 

A Ho, s ir , I cannot state they were fully executed on that 

date. 

Q To your knowledge, were any of them in any of the units 

involved here, fully executed by the working interest owners prior 

to that time? 

' ] . 

1 

A wo, s ir , I cannoc svase vney were ruiiy executecrj—they were— 
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partially executed, acme of them. 

Q Mp. Hamblin, the reason I am asking that, you have offered 

In evidence communitization agreements partially executed in Cases 

710, 711 and 712, but not 706, 708 and 709. Were communitization 

agreements prepared and circulated in those eases? 

A Yes, sir, they were. 

Q Can you state whether any of those agreements were fully 

executed by other than the Yager interest, prior to September I , 

1953? 

A No, sir, I cannot state that. 

Q Do you have copies of those communitization agreements in 

those three cases? 

A Yes, sir, we do, copy of the ones that were subsequently 

executed. 

Q Can you obtain copies of those and furnish them as exhibits 

in these cases? 

A Yes, sir, I assume we can. 

MR. CAMPBELL: Mr. Woodward, would you have--

MR. WOODWARD: We would have no objection to submitting such 

communitization agreements. As a matter of fact, the subsequently 

communitized agreements, wherever they formulized, and uncommuni-

tlzed have already been submitted as exhibits, and to our understan 

ing, they are substantially in the same form and terms. As I 

understand the burden of Mr. Campbell^ inquiry, i t is to the natur 

of the agreement that, and three of the cases were circulated 

prior to September 1st, and those that were executed afterwards. 

We do not have in our possession those agreements circulated prior 

to September 1st. It is our understanding that they are substantia 

1-
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the same as the others j hut i f necessary we will introduce those. 

MR. CAMPBELL s Mr. Woodward, i t seems to me, to make the 

records complete, that the same documents should he introduced in 

the first three cases as in the other eases. And, as 1 gathered 

from your introduction of evidence here, you did not submit the 

formalised communitization agreements in 706, 708 and 7©9. 

MR. WOODWARDt They have net been submitted because they 

have not been deemed relevant in those cases where I I Paso owned 

outright, the working interest ia the working tract. As I say, 

we have no objection to submitting them, but we do not submit them 

with the representation that they are relevant. 

MR. CAMPBELL: We would like to request, for the purpose 

of completing the record, that they be offered and submitted to 

the Commission as additional exhibits in Cases 706, 708 and 709* 

and simply provide the additional designation that would be appro­

priate In those cases. 

MR, WOODWARDS WerenH those submitted? 

A Some of those I know had been submitted at the last hearing. 

MR. WOODWARD? We will be very happy to check and submit, 

to complete the records, at your request, a l l of the communltizatlcjn 

agreements that have been executed, that have not heretofore been 

introduced as exhibits, either at this rehearing or the previous 

one. 

MR. CAMPBELL: That is satisfactory. 

Q (By MR. CAMPBELL) Mr. Xamblln, with regard to the unit 

involved in Case 706, on which you have commenced a Pictured Cliff 

well and subsequently deepened i t for Mesaverde well, the only 

rtnftua»nt whieh you have from the Oil Conservation Commission, 
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relative to the deepening, is your notice of intention to change 

plans, is that correct? 

A That is correct. 

Q And you have no notice of intention to d r i l l with regard to 

that particular Mesaverde well? 

A Ho, sir, just the notice of intention to change plans, which 

was approved by the Coaaission. 

Q Mr, Hamblin, you stated that in Case lumber 711, and the 

appropriate consolidated case, notice of intention t© d r i l l was 

approved by the United States aeologieal Survey, is that correct? 

A Yes,sir, that is correct, 

Q Was any approval of the notice of intention to drill ebtalnejl 

from the Hew Mexico Oil Conservation Commission? 

A To my knowledge, they do not approve notices of intention 

to drill filed on Federal lands, except the notice approved by the 

united States Geological Survey. 

Q, Then your answer is they did not approve the notice of 

intention to d r i l l , is that correct? 

A That is correct, yes, s i r . 

Q, Are there any other units on which the notice of intention 

to dr i l l was approved by the United States Geological Survey and 

not by the Hew Mexico Oil Conservation Coamission? 

A Yes, sir, there i s . There is notice of intention to drill 

on the Heaton Humber 3, i t was approved by the United States 

Geological Survey. 

Q What case is that? 

A 711. 

Q West half of Section 32? 
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A Yes* sir, 32, 31 »orth, 11 West* 

MR. MACS?i Pardon oe* That also applies to tha Koch Unit? 

A That is correct, the Koch Pool Unit 1 was located on Federal 

land, and the notice of latentlen to drill was approved by the 

Baited States Geological Surrey. 

a Mr. Hamblin, X believe you stated at the conclusion of your 

testimony that the formalized comaunitiiation agreements were are* 

pared and circulated by 11 Paa© natural Qas Coapany out of aa 

abundance of precaution, but yea considered you had the full opera­

ting rights to drill a well and create the unit, is that correct? 

A Yes, sir, that is correct. 

Q But you considered at the time of the filing of the notice 

of intention to drill ln eaeh of those cases that you, I I Paso 

natural das Company bad a right to dedicate all of the acreage, is 

that correct? 

A Yes, sir. 

(Marked Yager inhibit R-4, for 
ideatlf ication.) 

Q Mr. Hamblin, I hand ym a letter which has been identified 

as Yager Exhibit R-4, and ash yea to state if that is a letter which 

you sent to Mr. Yager? 

A Yes, sir, that is correct. 

Q And what is the date of that letter? 

ft Moveaber 13, 1953. 

Q Xi that date subsequent te the date on which the notice of 

intention to drill was filed is each of these units involved here? 

A Yes, sir. 

MR. CAmNXLi I am going to ask the witness to read the 

letter, and offer it in evidence* 
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MR, WOODWARD: I would like to look at I t , . , . We note this 

letter states a numoer of legal conclusions, but have no objection 

to Its admission, subject to that observation. 

q Mr. Hamblin, you refer in the caption to Saul Yager Lease 

in San Juan County, Mew Mexico. By that are you referring to leas< 

involved in 706 through 712, now before the Commission? 

A Yes, s i r , for f i l e purposes only. 

Q Well, does your letter refer to any other leases of the Sau. 

Yager Leases? 

A No, s i r , I don't believe so, 

Q, Would you read that letter to the Commission? 

(Witness reads letter.) 

MR, CAMPBELL: We would like to offer in evidence Yager's 

Exhibit R-4. 

MR. MACSY: Without objection i t w i l l be received. 

MR. CAMPBELL: 2 would like to request that we be permitted 

to obtain a photostatic copy of that letter and substitute i t for 

the original, 

MR. WOODWARD: Do we have a copy of that letter? 

A We would like to have a copy of i t also. 

MR. CAMPBELL: I w i l l be glad to obtain an extra copy and 

send i t to counsel for the Sl Paso Natural das Company. 

Q Now, Mr. Hamblin, at the time that this letter was written, 

November 13, 1953, you did not consider that the Yager acreage was 

consolidated, isn't that correct? 

A No, s i r , I considered that i t was consolidated. 

Q i f you considered that i t had been consolidated, what is 

that reason for your statement that the leases had expired? 
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A Well, there is a possibility that they had expired. 

MR. CAMPBELL: That is a l l . 

MR. MACEY: Anyone else have a question of the witness? 

EXAMINATION 

By MR. MACEY: 

Q, ia reference to your Exhibit R-70£, and the other documents, 

you have a number of letters from Three States, Western Natural 

and San Jacinto Petroleum Corporation, pertaining to this unit, 

that were introduced in evidence, namely, 709~A, B, C. 

A Yes, s i r . 

Q I would like to know i f there is any other agreement between 

your company and the other parties of interest in the northwest 

quarter of the northeast quarter of Section 27? 

A Yes, s i r , Mr. Macey, we had contacted those companies and 

told them of our intention and desires to d r i l l that well in the 

east half of Section 27, 31 North, and they had agreed to join in 

the d r i l l i n g of the Calloway Pool Unit Number 1 Well, and that is 

the only thing we have in writing to such agreement, which we can 

submit as exhibits. 

Q, I notice that in one of these documents they refer solely 

to an APE for the d r i l l i n g of a well. I presume that the API means 

authorisation for expenditure, and you supplied a cost estimate 

on the well? 

A Yes, s i r , AFE is commonly known as authority or authorizatiojn 

for expenditure, and when someone executes an authority for that, 

i t is common understanding that they have agreed to the d r i l l i n g 

Of the well and that the costs are reasonable and they w i l l pay 

their proportionate cost of suifsh d r i l l i n g cost. 
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§ is there any statement in any ef tne documents pertaining 

te the eoemnBiltlxatleas* er any letters involved that yea have had 

between your company and the other interest owners, working interest 

waers, that contained any clauses that the leases would be reverter 

baefc out of the unit m the event a dry hale was drilled? 

A go* sir* 

% la other words, »~ 

A (interrupting) If * dry hole was drilled, they would s t i l l 

all participate even in, Just the saaa as i f it were * commercial 

well. 

MR* MACEYs Does anyone else have a question? If not the 

witness may be excused, 

(Witness excused.} 

MR. MACEY t Do you have anything further, Mr. Woodward? 

MR, WOODWARDS I have nothing further on direct examination 

or presentation of evidence. 1 would like to make a concluding 

statement when Mr. Campbell is finished. 

MR. MACEY* Hr. Campbell, do you have any direct? 

MR, CAMPBELL! If the Commission please, we don't intend to 

offer any additional testimony or evidence in this case. I do have 

a statement I would like to make and them perhaps Mr. Woodward can 

make his statement* 

MR. MACEY i You wish to have smas time to eememlldatmt We 

will take a short recess. 

(Recess.) 

MR. MACEYs fhe hearing will come to order. Mr. Campbell? 

Ht« CAMPBELLt If the Coamission please, at the outset I 

weald Hk* to allay 
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perhaps* others la the industry in the State, with regard to mm 

of the principle* that are involved in these eases. I would like 

to call to the attention of the Commission the fact that the pool, 

gas pool involved here, is covered by Commission Order Number H-11C 

and i t Is our position that those pool rules w i l l supercede where 

they do not conflict, the general statutory provision in the requisje-

aent, concerning the establishment ef units, proration units and 

drilling units. 

X call the attention of the Coaalssion to the fact that in 

Order H-110, which is the pool: order involved here, there la a 

specific requirement that the uait i s , in effect, not established, 

that the- notice of intention te d r i l l shall not be approved, unless 

a l l of the interests are consolidated by pooling agreement or ©their-

wise. That provision is not a part of the gas pool rules in other 

pools of which I am acquainted,, and I think there Is a reason for 

i t in this particular type of spacing. Order R-110 pertaining to 

the Blanco-Mesaverde Oas Pool does not f i x the unit. I t provides tjhat 

they be 320 aeree, but they may be north and south, or east and wes|t< 

In oth#r words, they are not eau&re units, they are not 160 acres 

or 80 acres or #0 acres in the; shape of a square* This leaves to 

the person entitled to d r i l l tbe wells as option as to the dlrectlcjn 

in which those units shall go, and, in effect, authwiies him to 

establish them on bases that may be, perhaps, other than geological]. 

They may b© economic, they may be for the purpose of arranging his 

leasehold so that he may hold |Short*term leases, mem may be any 

mmtoer of reasons why he would make an option to turn the units one 

way or the other. And, I thisat in those kind of situations, i t is 

entirely appropriate and I tfejak* peffeapa, necessary to protect the 
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rl#*ts of an concerned, that a l l or tha interest, working and 

royalty* be consolidated before the unit is formed, that situation 

ia ay judgment, aay not apply in eases where the units are square, 

and ther* is no option left to anyone to decide for themselves 

where and how the unit shall be shaped. 

And so, i t is our basic position here that these eases are 

governed by Order number ft-liOj that R-110 is unambiguous in that 

I t requires that a l l Interest be consolidated by peeling or other­

wise before the unit, in effect, can be formed. To me that is the 

fi r s t question that the Commission must determine* I t i s , of eours 

I realise, largely a question of law, but whatever order th® 

Commission enters, other than simply compulsorily pooling theme 

interests m of the date of the order* necessarily ls going to 

involve that legal determination. 

The second question that I think is involved here, is that 

assuming that only wording interests need to be consolidated In 

order to create the unit, when were those Interests consolidated 

under this Order, S-llO? that, of course, is the obvious reason 

for tbe exhibits offered here today by 81 Paso natural Qas Coi^*y 6 

I shall not undertake to argue that question. I t i s , of course, 

a legal question, one that, perhaps? cannot even be determined by 

this Commission. So far as we are concerned, the most recent order 

that the Commissi on has issued in these cases, insofar as i t re­

quires compulsory pooling as of the date of the ovder is perfectly 

satisfactory with us. The principal reason for our f i l i n g an 

application for rehearing was out of m abwndanee of precautiem, 

so to speak, because we were not certain whether we would preserve 

our rlattta on aoaeal i f we fls*!**" to f l l a an aaalication fa* *»~ 
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hearing after the Commission's second order was issued. 

And, BQ we are requesting the Commission to Issue i t s order 

compulsorily pooling the interest of Yager, et a l , in these various 

units, as of the date of the order. We are taking the position thajt 

insofar as units in this area are concerned, the consolidation is 

not completed u n t i l such time as the working interest owners and 

the royalty owners either agree voluntarily, or u n t i l they are 

compulsorily pooled under the authority of the Statutes. Thank you 

MR. MACEY: Mr. Woodward. 

MR, WOODWARD: I I Paso would like to state i t s position on a 

number of points. There w i l l be no particular continuity between 

them. First, i t is El Paso's position that recognition of these 

seven tracts as duly established d r i l l i n g units is completely 

concise with the Commission Rules and Regulation. R-ll J requires 

that a l l interest in these units be consolidated by agreement or 

otherwise, before the notice of intention to d r i l l the unit well is 

approved. In these cases there was a consolidation of a l l Interests 

in our opinion, in the unit, which was accomplished by the consollcja 

tion of the operating rights and working interest on the date the 

notice of intention to d r i l l was f i l e d . 

I t has been suggested that the legal or statutory effect of the 

conservation laws of this state may be superceded by regulation. 

We w i l l concede they may be augmented, but i f the effect is pro­

vided by statute we do not believe i t is in the power of the 

Commission to supercede that legal effect, or statutory effect. 

How, R-110 provides that these interests, working Interests, 

or a l l interests, shall be consolidated by agreement or otherwise. 
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I think "OP otherwise" means more than a compulsory pooling order; 

I think i t might occur hy reason of a merger of a l l working interests 

by reason of common ownership, by assignment, by the formulizatlon 

of voluntary agreements. 

I t has also been suggested here that where the unit, the variou^ 

spacing and allocation units are not fixed by the general f i e l d 

orders, but are, rather, to be determined by dedication of the 

operators, there is greater need for consolidating through agree­

ment or compulsory integration, the interest of both the working 

interest owners and the royalty owners. We submit that the loca­

tion of wells and the dedication of acreage thereto and the forma­

tion in which they are to be drilled are primary operating problems 

/MOW, in the exercise of operating rights as between the lessee 

and lessor, that Is entirely a matter of private contract, and we 

do not believe this Comnission has the obligation or, in fact, the 

authority to police the private contractural obligation of lessors 

and lessees. This does not mean that the lesjsor is without a 

remedy, or without protection. I t nasi been idetermined in 

the recent Tenth Circuit decision, Phillips against Peterson, I 

believe, that there is an Implied obligation to exercise good faith 

in the operation of operating rights, generally, of leases. I f , 

In dereliction of this obligation the unit is improperly formedj 

or formed for an improper purpose, I think that is a matter for the 

Courts and not this Commissiony/l think the Commission can take 

o f f i c i a l notice that after the well is d r i l l e d , the application for 

a change in plans is the only authorization provided for reeomplet 

ion of that well in another formation or zone, and serves the same 

purpose as the notice of intention to d r i l l , designating the unit, 
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or the new formation. 

For that reason, so far as Case ?06 is concerned, the controll­

ing date, we feel, is the date the Commission authorized recomplet­

ion of the unit well as a Mesaverde well. X would like to make one 

comment with respect to Tager Exhibit Number 4, the letter which 

has been submitted in evidence, which we made no objection to. 

This l e t t e r , we feel, states a number of legal conclusions as to 

some of the ultimate issues of fact that are now pending before 

this Commission. And those conclusions and statements are, of course, 

not determinative of such basic and ultimate Issues, so we recogniz 5 

that is entirely in the province of the Commission to determine at 

i t s deliberation. 

We would like to state again, that Sl Paso is not asking for any 

adjudication of t i t l e , which matter is beyond the Commission's 

authority by both parties. However, the Commission can and must 

make an i n i t i a l appraisal on an application for d r i l l i n g of a well, 

and i t has authority to determine whether the d r i l l i n g of such 

wells conform to the rules. By way of analogy, an auto license is 

necessarily issued upon such an appraisal of t i t l e , either through 

a certificate of t i t l e or an affidavit in lieu of i t . But, no one, 

I think, would seriously contend that such appraisal constitutes 

adjudication of ownership of the automobile to which the tag is 

affixed. As stated by Mr. Campbell, he thoroughly concurs, and there 

appears to be two basic issues; one, whether the working interest 

in these reports were, in faet, consolidated by the Commission 

Rules on or before the d r i l l i n g Of the well was approved by the 

appropriate authority. Secondly, whether such consolidation of thi 

working interest in these d r i l l i n g units accomplishes, as a matter 
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of law, a communitization of a l l working interest. 

fhe f i r s t question is a question, perhaps, of mixed fact and 

law. We w i l l make no further comment on i t , the evidence is i n . 

As to the second question, in four of these units, I I Paso contends 

that there was a consolidation of the working Interest in these 

units "by reason of various assignments of operating rights and 

leasehold interest, a i l owned by the same operator, and by reason 

of such common ownership there ls such consolidation. As to that 

point the operator, of course, could not agree with himself, or such 

action would have been a vain and useless one. As to the other thrjee 

there were agreements to communitize, which, by the undisputed 

testimony of Mr. Utz, was a l l that the Commission required on the 

date the notice of intention was approved. On the basis of those 

agreements to communitise, the unit wells were d r i l l e d , the acreage 

was dedicated, allowables was assigned, and pursuant to those agree­

ments and such action, communitization agreements have actually bee|n 

executed by a l l of the working interest owners. For these reasons 

we ask the Commission to reissue substantially i t s f i r s t order in 

this case, recognising each of these seven units as a communitized 

tract, in accordance with Order R-110, and that the communitiza­

tion or consolidation of interest in each of these tracts was 

accomplished by the consolidation of the Working interest. 

MR. CAMPBELL: I f the Commission please, Mr. Woodward made 

one comment, I am certain, unintentionally, but I would like to 

ask him i f i t can't be corrected because i t could have a bearing 

on some of the legal effects of the future. I believe he indicate^ 

that after the notice of intention to d r i l l was approved, and the 

wells dr i l l e d , that allowables were assigned. I believe that the 
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fact i s that this f i e l d was not subject to prorationing at that time 

and as I understand, i t was not u n t i l October, 1955. Am I correct 

i n that? 

MR. MACEY: The date of the start of proration, is that what 

you are referring to? 

MR. CAMPBELL: In the Blanco-Mesaverde Pool. 

MR; MACSY: March, 1955-

MR, WOODWARD: We are entirely i n agreement with that, and 

would l i k e to correct our statement to show that as of the date 

proration was started, the allowable was assigned to the acreage 

dedicated on the notice of intention to d r i l l . 

MR. MACEY: Does anyone have anything further in these cases 

I f there Is nothing further, we w i l l take the cases under advise­

ment, and the hearing is adjourned. 
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