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De M. Canlield Pacific Nortimwest Plpeline Albuguerque, KJM.

Foster MOrrell Independent Roswell, H, H.

F. Norman Woodruffl El Paso Natural Gas Co, El Paso, Texas

MR, MACTZY: The hearing will eﬁﬁe to order, plezse. I pre-
sume the cases thizs morning will be consolidated for the purpose
of testimonv. T3 that correct or incorrect?

MR, WOODWARD: All of the cases, 706 through 712 and 846
through 252, so far as Bl Paso is concerned, can be consolidated
for the pressntation. The individual units involved in Cases 706
and 844, for example, are fully consolidated by agreement of both
partles at the last rehsaring, as I understand 1t, 30 there is
consolidation of 706 and so forth. But the presentation on all
cases, for convenlence, we suggest be consolidated,

MR, MACTY: Any objection?

MR, CAMPBRLL: No.

MR, MACRY: If not, we will consolidate all cases for the
purpose of testimony.

MR, WOODWARD: ¥1 Paso would like to, a8 one of the appli~
cants for rehedring, make this explanationof why we are here. Essen
tially E1 Paso sought a determination of satatus and appropriate

action by Commission, a sort of determination that seven spacing
and allocation units in the Blanco-Mesaverde Pool were communitized
tracts. I the Comuission's information was that they were not
communitized tracts, we ask that they be communitized.
The second orders issued in these cases from which rehearing

18 sought, implied in substance that if the trec¢ts were communitize

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




commmnitized them, We suggest that is a most agreeable order, but
it is not very helpful in Getermining the status of these units.

I realize that case chronology, or history of proceeding 1s
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 brisfly as possible, the history of this controversy.
Cases 705 through 712, and 846 through 852 involve seven spacing
and allocation units in the Blanco-Mesaverde Pool, In October, 1953,
Bl Paso applied for compulsory comaunitization of each of these
hearinge; the first hearing May 19, 1954, and the first orders
issued December 16, 1954. In this order, the Commission found thasg
the working interest owners in each of these units, had agreed to
communitize their leases on or before the date Lhe notices of in-
tention to drill the well were approved. The Commiasion also found
the agreement of such owners effectively create a2 unitized spacing,
and allocating unita whieh complied with the Orders R-110, the
Commission ardéred that each unit was recognlzed as a communitized,
or pool tract, effective on the day the notices of intention to
drill was approved., Under the circumstances, this was the only
proper order that the Commission could have then antered, E1l Paso,
53 we have stated, had asked for compulsory pooling orders, the
Commission found the units had already been communitilzed by agree~
ment of the working interest owners, and appropriately registered
them 50, no order being necessary to want it. MHowever, following
these first orders, the Yager Unit asked for rehearing, and El Paso
formally applied for ratificatioen of these., This second series of
applications was, as Iunderstand 1t, Case Numbers 846 through 852,
At the fipst rehearing, March 17, 1955, as we have stated, Case
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706 ané 846 involved the same lands, and were, therefore, consoli-~
dated, for the same reason the succeeding cases in both series were
likewise consolidated. On January 12,1956, the Commission aup*rsadtd
1tas first order in these cases by a new series. In the sscond series
the Commission found that the working interest owmers had 2greed 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 May 19, 1954, the

the working interests had been communitized. The Commission there-
fore, found the date of such agreement to be May 19, 1954, PFinally
the Commission ordered that each unit be recognized aas a communitiz
tract in a duly established drilling unit on that date. 3But, in thId
alternate and subsequent event that subsequent adjudication render
that inoperative, all units were consolidated and compulsorily pooled
effective January 15, 1956, Consequently, the Yager group and, at
this hearing it 1s E1 Paso's position, first, that the second series
of orders are improper and void, for the reasons sat forth in K1
Paso's brilef, heretofore filed with the Commiszsion., 3econd, that
the first series of orders are proper orders supported by the law
and evidence, and should be relssued 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, E1 Pago 1s prepared to go forward in intro-

date of the first hearing, Thers was evidence that as of that date|
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ducing additional evidence a8 t0 the dates, working interests, when
these units were consclidated. For that purpose, El Paso would cal
ags its first witness, Mr. Roland L. Hamblin, and ask that he be
sworn.

(#itness sworn.)

ROLAND L. HAMBLIN,

called 23 a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

By MR. WOODWARD:

@ Mr, Hamblin, state your full name, please,

A Roland L. Hzmblin.

@ By whom are you employed and in what capacity?

A I am employed by the E1 Paso Natural Gas Company as Manager
of their Lease Department.

¢ Have you previously testified before the Commission in Cases
706 through 712, and 346 through 852°?

A Yes, sir, I have,

(Marked E1 Paso Natural Gas Exhibits
R4706 through 712, for identifiecation,)

Q ¥1 Paso's Exhibits R-706 through R-712 have beean placed on
the board. Are you familiar with these exhibits?

A Yes, sir, I am,

Q@ Were they prepared under your direction and supervision?

A Yes, sir, they were.

Q@ State what these exhibits show,

A Exhibits 706 through 712 are plats of seven well spacing and
allocation unit® 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@ Now, directing vour attention to Exhibit R-70&, when was the
motice of intention to drill the unit well first filed?

A A notics of intentlion to drill a Pictured Cliffs well on the

e —— A O

orthwest quarter, Section & was ﬁélqégﬂatch 17’¢l953’ and approved

R

y the 0il Conservation Commission on March 23, 1933, A notice of

intention to change plans to Mesaverde well covering the west half

of Section 6 was f1led on May 26, 1953 gnd approved by the 0il
Conservation Commission on July 3 12§3f
Q@ You state that the Commission authorized the completion of
the Yager Well on May 31, 19537
A On July 321, 19573,
Q@ July 31, 19537
A  That 1is correct.

What acreage was then dedicated L0 the well?
A The entire west half of Section 6, Township 30 North, Range
11 West.
Q@ Who owned the operating rights iIn the separate tracts on
the west half of Section $, on the date the Commission authorized
completion of the Yager Number 2 Well in the Mesaverde Formation?
A E1 Paso Natural Ges Ccmpagz owned the operating rights under
gach and every tract in the west half of Section 6, Township 30

Morth, Range 11 West, on or before July 31, 1953,

-

@ Takine each of the separately owned tructs in turn, well the
mezns by which El Paso acquired the operating rights in them, and
the date of =zuch acquisition, Tract 1 colored in yellow on Exhibit

R"?O'S .

A This 18 R-T706 right here that we are discussing. E1l Paso
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%atural Gas Company acgquired the operating right on Tract Number 1
by an assignment from Delhi 01l Company, dated March 1, 1952,

Q@ That was an assignment of the leases?

A that was a lease assignment.

@ Did this assignment cover other lands involved in 706 through
712, andé et cetera?

A Yes, sir, i1t did. It covered all lands colored yellow in
these attached plats, was covered in that assignment.

Q@ T hand vou what has been marked E1 Paso Natural Gas Exhibit
R-706-A, are you familiar with this exhlbit?

A Yes, sir, I am.

Q Wi1ll vou state what it is, please?
A This i3 the assignment of oil and gas leases, dated March 1,

1952, from Delhi 0il Corporation to El Paso Natural Gas Company,
covering Tract 1, and the other tracts colored in yellow in the
attached »nlats,

2 Is this agreement executed?

A This agreement i3 duly executed by the Delhi 01l Corporation
and E1 Pazo Natural Gas Company.

R Now, when, and by what means did El Paso acquire the operat-
ing rights in Tract 2 in Exhibit R-706°7

A E1 Poso acquived the operating rights under Number 2, which
is the 7»ink, by an assignment from the Delhi to El Paso duted
October 17, 1952,

Q@ I hind you what has been marked El Poso Matural Gas Exhibit
R-706-B, are you familiar with this exhibit?

A ¥Yes, zir, I am.

ot
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& Ztate what 1t i3, please.

A R~700-B 1» the assignment of the 0il and gas leases {rom
Delhi 011 Corporation to ¥1 Paso Natural Gas Company, covering
among other tracts,; Tract 2, colored in pink.

Q@ Tid that assignment cover other lands included within the
unit involved in these cases?

A Yes, sir, 1t covered all of the tracts colored pink, Tract
2 here, and Tract 1, right here in this Rxhibit T71l.

@ Turning your attention to Tracts 3 and 4§, when ané by what
means did T1 Paso acquire the operating rights in these tracts?

A ®1 Pasco Natural Gas Company acquired the operating rights
in Tracta 3 and & by an assignment of operating agreement from
Delh! 011 Corporation, dated Mapch 1, 1952,

%@ I hand you what has been marked R~T706~C, Are you familiar
with this exhibit?

A Yes, sir, I anm,

Q@ State what 1t 1s, please.

A ¥xhiblt R-706~C 1s the Assignment of Operating Agreement
dated Mareh 1, 1952, from Delhi 0il Cocrporation to Bl Paso Natural
Gas Company, covering Tracts 3 angd 4,

M, WOODWARD: %1 Peso's Exhibits R-706, 706-2, B, C, are
hereby offered in evidence.

MR, MACEY: Any abjectian?

MR, CAVPBRLL: We have no objection to the exhibiis. We
question their leading effect, of courSe, but the exhibits themselvels
we offer no objection. )

MR, MACTY: If there 13 no objection, the exhibits will be
G
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MR. WOODWARD: We ask that the photostats be submitted or
subatituted for the originals in the record, the photostats before
the Commission be substituted for the originals.

MR.‘MACEY:ViI think that is in order. Have all the exhibits
been so marked?

MR, WOODWARD: They have.

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

A This is R;Igl&

& When was the notice of intention to drill the unit well
approved?

A The notice of intention to drill the Yager Pool Unit Number
1 Well in 707 was approved by the 011 Conservation Commission on
February 19, 1953.
I Q .Nhat aé;;age was dedicated to the well by that notice?

A The south half of Section 31, Townshlp 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 tbeMgperﬁgépg/rights under

" PRSERERRIR
DA ADA o AT 4= ML IO L

A

Q@ When and by what means did El1 Paso Natural Gas acquire the
operating rights in Tract Number 1, colored in red?

A ®1 Paso Natural Gas Company acqulred the operating rights
under Tract Number 1 by an assignment of the operating rights from

Aztec 011 and Gas Company to El Paso, dated February 19, 1953.

Sy

%
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Q@ I hand you what has been marked El Paso Natural Gas Exhibit
R-707-A, are you familiar with this exhibit?

A Yes, sir, I am.

Q Will you tell us what 1t is, please?

A R-707-A is the partial assignment of operating rights from
Aztec 611 and Gas Company to El1 Paso Natural @Gas Company, dated
Fabruary 19, 1953.

Q When, and by what means did E1 Paso Natural Gas acquire the
operating rights in Tract 2, colored in yellow?

A El Paso Natural (Gas Company acquired the operating rights
in Tract 2 by an assignment from Delhl 0il Corporation to El1 Paso
dated March 1, 1952.

Q@ This is the same asslgnment heretofore introduced as R-706—ﬁ?

A Yes, sir, that is correct.

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

did E1 Paso acquire the operating rights in this tract?

A E1 Paso Natural Gas Company acguired the operating rights
under Tract 3 by an assignment of operating agreement from Delhi
011 Corporation, to Bl Paso, dated March 1, 1952,

Q@ I hand you what has been marked El1 Paso Natural Gas Company
Exhibit R-707-B, are you famlliar with this exhibit?

A Yes, sir,

Q@ Will you state what 1t is, please?

A Exhibit R-707-B is the assignment of operating agreement
from Delhil to El1 Paso, dated March 1, 1952, covering Tract 3.

MR. WOODWARD: ¥1 Paso's Exhiblits R-707, R-707-A, B, are
hereby offered into evidence.

MR, MACEY: TIs there an abjieciion?
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MR. CAMPBELL: No objection,
MR, MACEY: If no objJjection, the exhibits will be received.
You wish to substitute the photostats?
MR, WOODWARD: In each case we would like to substitute the
photostats for the originals,
MR, MACEY: All right.
Q Now, directing your attentlon to R-708, Mr. Hamblin.
A This is Exhibit R-708,
Q@ When was the notice of intention to drill the unit well
approved?
A  The notice of intention to drlll the Keal Number 3 Well,

which was the unit well, was approved oqyﬁgg?§§w§f‘}g§3vby the 0il

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 notlice of intention to drill was approved?

A Tl Paso Natural Gas Company awned the operatingmsigpts

under each dnd every tract in the west half of Section 15, Township

31 North, Range 11 West an August'3; 1953.

@ All right. Taking Tﬁaé£ Huﬁﬁefﬂl;»coloped in blue, or light
blue, when and by what means did El Paso acquire the operating
rights in this tract? |

A El Paso Netural Gas Company acquired the operating rights
under Tract 1 by assignment of aperatingxagreement from Delhi to
1 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, sir, I am,
Q@ Tell us what it 1is.

A The assignment of operating agreement from Delhi 0il Corpora

tion, to El Paso, dated March 1, 1952, covering Tract 3 and other 1gnd
in the same Federal lease. o
Q@ Tract 2, colored in yellow, when and by what means did El
Paso acquire the operating rights in Tract 2°?
A E1l Paso acquired the operating rights in Tract 2 by a lease
assignment from Delhi, dated March 1, 1952,
Q@ This is the same assignment heretofore introduced as El
Paso's Qxhibit R~705~A, 18 that correct?
A Yes, sir, same assignment.
MR. WOODWARD: E1 Paso's R-708 and R-TO8-A are hereby offerefi
in evidence.
MR, MACEY: Any objection?
MR. CAMPBELL: No obJjection.
MR, MACEY: If there 1s no objection, the exhibits will be
received, photostats being substituted for the originals,
Q Directing your attention, Mr. Hamblin, to Exhibit R-709.
A This is Exhibit R‘-m right here.
Q@ All right, When was the notice of intention to drill the
unit well approved by the Commission?
A The notice of intention to drill the Calloway Pool Number 1

Well was approved by the 0il Conservation Commission on June 29, [
1953.

M

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

The east half of Section 2 ownsh North. Ra W

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




13

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 notlice of intention to drill was

approved by the Commission?
A E1 Paso Natural Gas Company was authorized to exercise the
operating rights upon Tracthumber‘1,fcoloredhinwbrown, and owned'

A
LY AT
i,
e

the operating rlghts under

half of Section 27, Townshii
bosesanmatss R R SRR
Q The unit well is drilled on Tract Eumber 1 cclored in brown,

is that correct?

A That is correct,

Q@ By whom was the unit well drilled?

A The unit well was drilled by El1 Paso Natural Gas Company as
. ﬂ"@

unit operator.
Q@ By virtue of what authority, if any, did El Paso exercise

the operating rights in Number 1 by drilling the Calloway Unit Well

s

N st o, l %‘;‘J

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

and San Jacinto Petroleum, who owned the operating rights of thaﬁﬂj

tract, at that time.
Q@ They were the lessees of that tract?

A They were the lessees of that tract,
Q@ I hand youwhat has been marked El Paso's Exhibit R-709-A
B and ¢, are you familiar with these exhibits?

A Yes, sir, I am,
Q@ Will you state what they are, please?
A Exhibit R-709-A 1s a letter from Three States Natural Gas

Company to El Paso Natural Gas Company, dated February 27, 1953,
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by which Three States Natural Gas Company agreed to join in the
drilling of the Calloway Pool Number 1 Well.

Q@ R-T709-B? |

A R-T709-B is a letter from Western Natural Gas Company, dated
March 31, 1953, by which Western Natural Gas Company agreed to join
in the drilling of the Calloway Pool Number 1 Well.

Q@ And R-709-C?

A R-709-C 13 a letter dated April 9, 1953, from San Jacinto
Petroleum Corporation, to El Paso Natural Gas Company, returning an
approved copy of an AFE to El Paso.

Q@ And 1t was by virtue of these three letters from the lessees
of Tract Number 1, that Bl Paso felt authorized to go upon the land
and drill the Calloway Pool Unit Number 17

A That is correct.

Q@ I hand you what has been marked El Paso's Exhibit R-T709-D,
are you familiar with. this exhibit?

A Yes, sir, I am,

Q@ Will you state what 1t 1s, please?

A Exhibit R-7Q9-D ls & dwly executed copy of a communitiza-

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

by, it is dated and effective June 1, 1952, executed by Three State
Natural Cas Company, on March 1%, 1955, by San Jac;nto Petroleum
| Corporation on February 19, 1955, and by Western Natural Gas Company
’ e g e W N L A

TRl

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, sir, that is correct.

e ——————. aoperme
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what means did E1 Paso acquire operating rights in Tract Number 2°?

A E1 Paso acquired the operating rights under Tract Number 2
by an oll and gas lease dated Hayv26, 1953,

Q@ I hand you what has been marked E1 Paso's Exhibit R-TO9-E,
are you familiar with this exhibit?

A Yes, sir, I an.

Q Will vyou state what 1t 1is, please?

A Exhibit R-T09-E is the 01l and gas lease dated May 26, 1953,
from Sarah Myers Hedges to E1 Paso Natural @Gas Company covering
Tract Number 2.

Q Now, directing your attentioen to Tracts Numbers 3, 4, 5,
when and by what means did El1l Paso acgquire the operating rights
in these tracts? '

A E1 Paso acquired the operating rights in Tracts 3, 4, 5 by
virtue of a lease assignment from Delhl to E1 Paso dated March 1,
1952,

Q@ These are the tracts colored in yellow?

A Yes, sir, here, here and here (indicating).

Q@ And this is the same assignment heretofore introduced as
Bl Paso's Exhibit R-T706-A?

A Yes, sir, that 1s correct.

Q@ Now, directing your attention to Tract Number 6, colored in
blue, when and by what means did El Paso acquire the operating
rights 1In this tract?

A El Paso acquired the operating rights under Tract Number 6
by a lease assignment from Primo 011 Company to E1 Paso, dated
August 1%, 1952,

Q@ I hand you what has been marked El Paso's Exhibit R-T709-F,
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are you familiar with this exhibit?

A Yes, sir.

Q Will you state what it is, please? )

A Exhibit R-T09-F 18 the lease assignment frcﬁ Primo 011
Cempany to E1 Paso Natural Gas Company, dated August 1%, 1952,
covering Tract Number 6,

Q When and by what means did El Paso acquire the operating
rights in Tract 7, colored in rose?

A E1l Pasp Natural Gas Cempany acqulred the operating rights
under Tract Number 7 by virtue of a leage assignment from Primo
041 Company to E1 Paso, dated April 20, 1953.

Q I hand you what has been marked El Paso's Exhibit R-T709-G,
are you familiar with this exhibit? '

A Yes, sir, I am,

Q Will vou state what 1t 18, please?

A Zxhibit R-709-G is the assignment from Primo 011 Company to
Bl Paso, dated April 20, 1953, covering Tract RNumber 7.

¥R. WOODWARD: El Paso's Exhibits Numbers R-709, R-709-A, B,
€, D, E, F, and G, are hereby offered into evidence.

MR, MACEY: Any objection?

MR, CAMPRELL: Ho objection.

MR. MANKIN: Isn't there an error on R-T09, shouldn't that
be the assignment from Delhil to Bl Paso, dated 3-1-52, pather than
567

A Yes, sir, that is corract, Mr, Mankin, 1t should be 3-1-52
on Tract 5, same as 3 and 4,

MR, MACEY: If there 1s no objection we will enter the
exhibits in evidence, and substitute the photestats for originals.

RN
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Q@ Mr. Hamblin, directing your attention to Exhibit R-T710.
S
A This 1s Exhibit R-710 right here.
Q When was the notice of intention to drill the unit well
approved by the Commission?
A The notice of intention to drill the Marcotte Pool Unit
Number 1 Well, which is the unit well on the east half of Section

8, .Township 31 North, Range 10 West, was approved by the 0il

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 North, 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 motice was approved?

A wltPaso_was”authorizeé to use the rights on Kumber l and 2

celored 1n,1aV;%%dﬁﬂwﬁ;;w;_
s ot e et

25, 1953.

PRt A

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

Tract 2, 1s it neot?

A That is correct, the unit well is drilled right here on Trac
Number 2.

Q@ By whom waz the unit well drilled?

A El1 Paso Ratural Gas Company as unlt operator.

Q By virtue of what authority, if any, did El Paso exercise
the operating rights on this tract by drilling the Marcotte Well?

A By virtue of a letter frum Beaver Lodge 0il Corporation to

El Paso, dated August 5, 1953.
——
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Q I nand you what has been marked Xl Paso's Exhibit R-T71i0-A
and R-710-B, are you familiar with these exhibits?

A Yes, gir, I am,

Q Will you state what tﬁey are, please?

A EBxhibit R-710-A is the letter dated A L 5, 1 from

by they acknowledge recelpt of the c¢opy of the communitization
agreement and state they would be happy to execute it.

Q The communitization agreement marked R-710-B was executed
pursuant to the letter marked R-710-A, 18 that correct?

A That 1is correct.

ecorrect?

A That 18 correci, colored in lavendar,

Q@ All pright, now, directing your attention to Tracts 3 and 5,
when &and by what means did E1 Paso claim operating rights in Tracts
3 and 57 |

A By virtue of an assignment from Delhl to E1 Paso, dated Mare
1, 1952,

Q@ And is this the same assignment heretofore marked El Paso's
Exhibit R-T06-A?

A Yes, sirxr, that is correct.

Q All right, now, directing your attention to Tract Number 4,

rRecakion, to El Paso Natural Gss Company, wheret

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

Q R-710-B?

4 R-710-B it the communitization & t_on the Marcotte Pool ey
Number 1 Well, dated fugust 1, 1993, 2nd executed by Beaver Lodge ﬂgﬂ”
011 Corporation on January 20, 1955. o

L8]
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e RN R

Tract 4°?

A E1 Paso Natural Gas Company acquired operating rights under
Tract Number 4 by virtue of an operating agreement from Brookhaven
E;;;:;; to San Juan 01l Company, which subsequently was assigned
by S8an Juan Company to E1 Paso Natural Gas}?gggggg on January 2,
1952, : s

Q I hand you what has been marked El Paso's Exhibit Numbers
R-710-C and D, are you familiar with these exhibits?

A Yes, sir, I am.

Q Will you state what they are?

A Exhibit R-710-C 1s the operating agreement from Brookhaven
011 Company to San Juan, dated November 27, 1951, which gave San
Juan Production Company the operating rights upon Tract Number 4,
and. other lands in the same Federal Lease; and Exhibit R-710-D is 4
assignment of this operating agreement dated January 2, 1952, from
San Juan Production Company to El 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, MACEY: Without objection the exhibits will be recelved|
and photostats are being substituted for the originals.

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

A This 1s Exhibit %rigbt here.

Q Mr, Hamblin, when was the notice of intention to drill the
unit well approved?

A Initially, notice of intention to drill a well on the south

n
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half of Section 32, Township 31 North, Range 11 West was filed, and
subsequently a notice of intention to change place, changing spacing
for the unit well to the west half of Section 32, Township 31 North) -
Range 11 West was ﬁ}ledaﬁﬁthwﬁbﬂ Enitgdv8§atea”§gologieal Survey, apd

approved Apr;lﬂzgwég;%.
Q@ Will you state again the final date 'of approval of the

dedication of the west half to the unit well?

A It was approved by the Unlted States Geological Survey on
April 7, 1953.

Q Who owned the operating rights in the west half of Seetion 3

W

on the date that notice of intentlon to drill was approved?

A E1 Paso Natural Gas CQmpanv owned the operating rights undepn e

V?fdf32épon”er before’

Q ﬁhenlésgngy what means did El Paso acquire operating rights
in Tract Number 17

A El Paso acquired the operating rights under Tract Number 1,
colored in pink, by an assignment from Delhl dated October 17, 1952

Q This is the same assignment heretofore introduced in evidenc?
as El1 Paso's Exhibit R-T06-B, is that correct?

A That 18 correct.

Q@ When and by what means did E1 Paso acquire the operating
rights in Tract 29

A E1 Paso acquired the operating rights in Tract Number 2,
yellow, by virtue of a lease assignment from Delhi dated March 1, ﬂ952.

Q This is the same assignment heretofore introduced as El
Paso'!s Exhibit R-T706-A%

A Ves, sir,
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Q When and by what means did E1 Paso acquire operating rights
in Tract 37

A E1 Paso acquired the operating rights under Tract Number 3
by virtue of an assignment of operating agreement from Delhi, dated
March 1, 1952.

introduced as Bl Paso's Exhibit R-707-B, is that correct?
A Yes, sir, that is correct. |
MR. WOODWARD: El Paso's Exhibit R~T1ll is hereby offered
in evidence.
MR. MACEY: Any objection?
MR, CAMPBELL: No objection.
MR, MACEY: Without obJection the exhibit will be received.
Q@ Directing your attention, Mr. Hamblin, to Exhibit R-T12.
A This is Exhilbit R-112=}hare on the wall, we didn't have room
for it on the bulletin board.
@ When was the notice of intentlon to drill the unit well --
MR, CAMPRELL: (Interrupting) Excuse me, do you have a
copy of that 7127%
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 by the Jplted States Geological Surve st 14,
ross. o v
Pt
Q@ What acreage was dedloated to the unit well by that notice?

A East half of Section 3, Township 30 North, Range 10 West

Q This is the same assignment of operating agreement heretoforg
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was dedicated to this unit,
Q What was the status of the operating rights on the east halfl
of Section 3, on the date the unit agreement was approved?

A _E1 Paso Katural Gas Camaanyﬁwas‘authorized ;e_eagrate tha

in Tracts 1, 4 and 5% A El Paso --

Q@ Ceolorsd in ollve.
! A El Paso Natural Gas Company acquired the operating rights
nnder Tracts 1, 4 and 5 by virtue of a lease assignment from Sunray
{041 Corporation to El Paso, dated January 14, 1953,

Q@ I hand you what has been marked El Paso's Exhibit R-712-A, ape
you familiar with this exhibit? A Yes, sir, 1 am.

Q Will you state what it is, please?
: A Exhibit R-712-A 1s the assignment from Sunray 011 Corporation
to El Paso dated January 14, 1953, covering Tracts 1, 4 and 5.

Q A1l right. Now, directing your attention to Tracts 2 and 6,
colored in orange, when did El Paso and by what means did Bl Paso
acquire the operating rights in these tracts?

T e e e e SRS

A El Paso Natural Gas Company was authorized to exerclse the
i ) ‘

aparating rights upon Tracts Rusbers 2 and 6 by virtus of & ietter
dated August 5, 1953, from Fred G Kech.

o Q I hand you what has been marked E1 Paso's Exhibit Numbers
R-712-B and €, are you familiar with these exhibits?

A Yes, sir, I am,

Q@ Will you state what they are, plsase?

A R-~T712-B is the letter dated August 5, 1953, from PFred C.
Koch to El Paso Natural Gas Company, in which he agreed to the
communitization of the Koch Pool Unit Number 1 Well.,
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Q@ R-712-C?

Q All right. Kaw, Tract Number 3, the unit well 1s drilled on

Pract Number 3, is that correct?

A That is correct, on Tract Rumber 3, 1in gray.

Q By whom was the unit well drilled?

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

unit operator.

Tract Number 3?7
A El Psso Natural Gas Company drilled the unit well on Tract
Number 3 by virtue of a develomt‘_cantraetanm& 0‘11‘_

SRR R

Corporation and Aflapniic ggfiniggieampany, dated February 27, 19;0

uhich Atlantic granted to Delhi cn this, and by virtue of a cantract

SRR R

between Delhi, Atlantic and El ?aﬁa, dated February 26 1952’~i?
‘rights“ta El Paso.

Q T hand vou what has been marked El ?aso's Exhibit R-712-D, E

which Delhi@gganted_%égkﬁwgh,

..,g,-a-“

) .~-_«. . v‘ gy

and F, are you familiar with those exhibits?

A Yes, sir, I am.

Q Will you state what they are, please?

A Exhibit R-T12-D is the contract for development, dated
February 27, 1950, between the Atlantic Refining Company and Delhi
011 Corporation, covering, among other'lagas, Tract Number 3.

Q Now, the assignment from Atlantie to El Paso, marked R-712-F
was executed pursuant to those contraets, 1s that correct?

A That 1is correct.

A Exhibgtwﬁ~71a—cmi@wthe_openatingﬁagreementKeovering_phaﬁxocht4_

Q By virtue of what authorlty did El Paso drill the unit well g¢n
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Q Wow, directing your attention to Tract Rumber 7, colored in
olive gresn, when and by what means did Fl Paso acquire the operat-
ing rights in this trast?

A %‘1 Paso gequimd ths opersting rigz‘;a m» ?met Nusber 7
by viriis oF an o1l and gas lease Gated July 3, 1953

2T hand you what has been marked §1 Paso's Exhibit R-712-G,
are you familisar with this exhibit?

A Yes, sir, I am.

Q@ Will vou state what it 15, pleass?

A Exhibit R~T12-G is the oil and gos lease dated July 2, 1953,
from Rose Rosenwein to Bl Paso Matural Gas Company covering Tract
Number 7.

MR, WOODWARD: E1 Paso's Exhibit Numbers R~712, R~T712~4, B,
Cp D, ¥, F, 2and G arve heredy offered into evidencs.

MR, #HACTY: Any objection?

Mi. CAMPBELL: No objlection,

M., MACRHY: Without objeetion the exhibits will be received,
photoatats being wmﬁtm for the originals.

Q@ Nowm, to swizsm testimony in these cases, what was

the status of the operating rights in each unit on the date the
notice of intention to drill the unit well was approved?
A the:emauns m | zhn ‘aai"sa Atm m& me _m?

52 Ml m.ga m t.!n mﬁh of m:: ﬂght.a, xi ma Aﬁlm
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is that correct?

A That iz correct,

Q Now, what was the status of the working interest of the
leases of record on the date the notice of intention to drill was

.....

R-?Qﬁi Number 1 Well, R-TCIsNeal No.3 Well, R-708, and the Heaton

wells were approved.
4 How, they owned this by virtue of the assignments heretofore
described, 43 that c¢orrect?

A That is correct, yes, sir, Anéwallwsrwyhe?workinijiﬁ*erea;

ed ¢

walls.

‘Q ﬁsw, Mr, Hamblin, have communitization agreements been
circulated on each of these seven unita?

4 Yesn, sir, they hawe,

Q@ To whom were these circulators sent?

A  To various royvalty owners,lessces of record, and working int
erest owners,

& Have these agreements besen executed?

approved? »
A The @ntiﬁ;ﬁworkingminttruszﬁonwtho Yager Pool Number 2 Uall,wi

Kumber 3 Well, R 711, was owned by W1 Paso Natural Gas Company on ai'
before the date the notice of intention to drill each of the unit é

2

A T belleve & ave been executed by all the people to whom
" R RSN AR
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@ Now, when were they executed in relation to the date the
notice of iIntention ¢o drill the unit wells were approved?

A HMost of them have been executed subsequent to the date the
notices of intention to drill were approved.

¢ I see. Now, Mr. Hamblin, in view of your testimony that
1 Pasc eithar owned, or owned the working interest in four of thesk
units, and obtained agresments to communitize the working interest
in the other units on the date the notices of intentien to drill
Were approved, why were these communitization agreements eixnnlam\
for execution subsequent to the date the notices were amcved? o

A Well, out of an abundance of precaution hy us, and to exmfy‘
and define the exact terms of the operating agreement and details,
and in accordance with the request of the regulatory bodies of the |;
Federal govermment to fila with them a copy of such commnitiza- / f

tion agreemants,

Q These agreements formalized sll the understanding had with |}
respect to the agreements to communitize in some instances, is that|{ A
correct? —t

A That 1s correct.

Q@ And in others you say they were circulated out of an abund-
ance of precauvition?

You, gir.
Q ﬁnd to comply with the miles of resulatorvy bodis
A they be filed with them, yes, sir.
& You say rules of regulatory bodies. To whom do vou refer?

@ All right, They were circulated under your direction and
supervision; is that correct?
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A Yes, sir, that 18 cormect,
Q Were they”gxgpula§33~tar the purpose of investing El
Paso with the operating rights in any of these units?
| A _Ne. 2ir. they wers not.
% Why not?
A Because Fl Paso Natural Gas Company either owned or had

agreement to communitize the cperating rights on the dates the
notices of intention to drill were approved.
MR, WOODWARD: That is all we have on direct examinatioen.
M. MACRY: Are there any questions of the witness?
MR, CAMPBELL: Yes, sir,
By MB. CAMPBELL:

Q Mr. Hamblin, I understood you %o say that the communitizatio
agreements which were circulated subsequent to the £iling of notice
of Intention to drill were all executed by the working interest
o!nsrﬁ. or other parties, after that date of notice of intention
to 4rill, 1is that correct?

A Yes, sir, 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, 19537

A Ho, sir, I cannot state they were fully executed on that
date.

Q@ To your knowledge, were any of them in any of the unita
involved here, fully executed by the working intsrest owners prior
to that time?

A—Ho;
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partially executed, some of them.

Q Mr, Hamblin, the reason I am asking that, you have offered
in evidence communitization agreements partlally executed in Cases
710, 711 and 712, but not 706, TOB and 709. Were communitization
agreements prepared and circulated in those cases?

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 1,
19537

A HNo, 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-
tized have already been submitted as exhibits, and to our understang-
ing, they are substantially in the same form and terms., As I
understand the burden of Mr. Campbell's inquiry, it is to the nature
of the agreement that, and three of the cases were circulated
prior to Septémber 1s8t, and those that were executed afterwarde.
We 4o not have in our possession those agreements c¢irculated prior

to September 1st. It is our understanding that they are substantiallly
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the same as the others; but if necessary we willl introduce those.
MR, CAMPBELL: Mr. Woodward, it seems to me, to make the
records complete, that the same documents should be introduced in
the first three cases as in the other cases. And, as I gathered
from your introduction of evidence here, you did not submlt the
formalized communitization agreements in 706, 708 and T09.
MR. WOODWARD: They have not been submitted because they

29

have not been deemed relevant in those cases where El Paso owned | ..

1

outright, the working interest in the working tract. As I say,
we have no objection to submitting them, but we do not submlt them
with the representation that they are relevant.
MR, CAMPBELL: We would like t¢ request, for the purpose
of completing the record, that they be offered and submitted to
the Commission ag additional exhibits in Cases 70§, 708 and 709,
and simply provide the additional designation that would be appro-
priate in those cases.
MR, WOODWARD: Weren't those submitted?
A Some of those I know had been submitted at the last hearing.
MR . WOODWARD: We will de very happy to check and submit,
to complete the records, at your request, all of the communitizatign
agreements that have been executed, that have not heratofore been
introduced a2 exhiblts, either at this rehearing or the previous
one.
MR. CAMPBELL: That is satisfactory.
Q (By MR, CAMPBELL) Mr. Hamblin, with regard to the unit
involved in Case 706, on which you have commenced a Pictured Cliff

well and subzequently deepened 1t for Mesaverde well, the only

you have from the 0il Conservation Commission,
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relative to the deepening, 18 your notice of intention to change
plans, is that correct?

A That 1is correct.

Q And you have no notice of intentlon to drill with regard to
that particular Mesaverde well?

A No, sir, just the notice of intentlion to change plans, which
was approved by the Commission.

Q Mr. Hamblin, you stated that in Case Number 711, and the
appropriate consolidated case, notice of intention te drill was
approved by the United States @Geological Survey, is that correct?

A Yes,sir, that is correct,

Q Was any approval of the notice of intention to drill obtalne
from the New Mexico 01l Conservation Commlssion?

A To my knowledge, they do not approve notices of iIntention
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 drill, is that gorreet?

A That 1s correct, yes, sir. |

Q@ Are there any other units on which the notlice of Ilntention
to drill was approved by the United States Geologlical Survey and
not by the New Mexico 0il Conservation Commission?

A Yes, sir, there 18, There is notice of intention to drill
on the Heaton Number 3, it was approved by the United States
Geological Survey.

Q What case is that?

A T11.

Q West half of Section 32?7
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A Yes, sir, 32, 31 North, 11 West.

MR, MACEY: Pardon me. That 2180 applies to the Koch Unit?

A That 18 covrect, the Koch Pool Unit 1 was located on Federal
land, and the notice of intentlion to drill was approved by the
United States Geological Survey,

Q Mr. Hamblin, I believe you stated at the conclusion of your
testimony that the formalized communitization agreements were pre-
pared and circulated by El Paso NMatural Gas Company cut of an
abundance of precaution, but you comsidered 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 [iling of the notice
of intention to 4rill in each of those cases that you, £l Paso
Natural Oas Company had a right to dedicite all of the acreage, is
that correct?

A Yes, sir.

(Marked Yager Exhibit R-4, for
jdentification.)

@ Mr, Hamblin, I hand you a letter which has been identifiled
as Yager Exhibit R-#, and ask you to state if that is a letter which
you sent to Mr. Yager?
Yoz, sir, that 1s correct,
And what is the date of that letter?
November 13, 1953.

Q 1= that date subseguent to the date on which the notice of
intention to drill was flled in each of these units involved here?

™ o

A Yes, sir,

MR, CANPEELL: I am goling to &k the witness to read the

letter, and offer it in evidence.
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MR, WOODWARD: I would like to look at it.... We note this
letter states a number of legal conclusions, but have no objection
to its admission, subject to that observation.

Q Mr. Hamblin, you refer im the caption to Saul Yager Lease

in San Juan County, New Mexico. By that are you referring to leasqc

involved in 706 through 712, daw before the Commission?

A Yes, sir, for file purﬁeses only.

Q Well, does your 1etter§rsfer to any other leases of the Sauj
Yager Leases?

A No, zir, I don't belleve s0.

Q Would you read that letter to the Commission?

(Witness reads letter.y

ME. CAMPBELL: We would like to offer in evidence Yager's
Exhibit R-4, |

MR, MACERY: Without objection it will be received.

MR. CAMPBELL: I would like to request that we be permitted
to obtain a photostatic copy of that letter and substitute 1t for
the original.

MR, WOODWARD: Do we have 2 copy of that letter?

A We would like to have & copy of 1t also.

MR, CAMPBELL: I will be glad to obtain an extra copy and
send it to counsel for the El Paso Naturel Gas Company.

Q Now, ¥r. Hamblin, at the time that this letter was written,
November 13, 1953, you did nai consider that the Yager acreage was
econsolidated, isn't that correct?

A No, sir, I considered ﬁhat it was consolidated.

Q If you considered that it had been consolidated, what is
the reagon for your statement that the leases had expired?
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A Well, there is 2 possibility that they had explred.
MR, CAMPBFLL: That is all.
MR, MACEY: Anyone else have a question of the witness?

EXAMINATION

By MR. MACEY:

Q In 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 Cerpgration, pertaining to this unilt,
that were introduced In evidence, namely, 709-A, B, C,

A Yes, sir.

Q T would like to know if there 1s any other agreement between
your company and the other parties of Interest in the northwest
quarter of the northeast quartér of Section 277

A Yes, sir, Mr, Macey, we had contacted those companies and
Ateld them of our intention and desires to drill that well in the
east half of Section 27, 31 Naﬁth, and they had agreed to join in
the drilling of the Calloway Ppel Unit Number 1 Well, and that is
the only thing we have in writing to such agreement, which we can
submit as exhlbits. |

Q@ I notice that in one ofithese documents they refer solely
to an AFE for the drilling of % well, I presume that the AFE means
authorization for expenditure,‘and you supplied a cest estimate
on the well?

A Yes, sir, AFE is commonly known as authority or authorization
for expenditure, and when someone executes an authority for that,
1t 1s common understanding that they have agreed to the drilling
of the well and that the costs are reasonable and they will pay

their proportionate cost of su#h drilling cost,
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Q Iz there any statement in any of the documents pertaining
to the communitizations, or any letiers involved that you have had
between your compiny and the cgasr interest owners, working interesi
omers, that contained any clsuses that the ledses would be reverted
back out of the unit in the event a dry hole was drilled?

A HNeo, sir.

Q@ In other words, -~

A (Interrupting) If a dry hole was 4rilled, they would still
81l participate even in, just the same as if 1t were & commercial
well.,

MR, MACEY: Does anyotie el8e have & question? If not the
witness may be excused,

| (Witness excused.)

M, MACRY: Do you have anything further, Mr. Woodward?

MR, WOODWARD: I have nothing furiher on direct examination
or pregsentation of evidence. I would like to make a concluding
statement when Mr. Campbell is finished.

MR, MACEY: Mr, Campbell, 40 you have any direct?

MR, CAMPEBELL: 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 then perhaps Mr, Woodward can
make his statement,

MR, MACEY: You wish to haive some time to consolidate? We
will talke 2 short recess.

(Recess. )
MR, MACEY: The hearing will cume to order. MNr. Campdell?
MR, CAMPBELL: If the cmuss.m please, at the outset I

T
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perhaps, others in the industry in the State, with regard to some
of the principles that are involved in these cases. I would like
to call to the attention of the Commission the fact that the pool,
gas posl involved here, 18 covered by Commission Order Number R-11(
and it 1s our position that those pool rules will supercede where

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

ment, concerning the estadblishment of units, proration units and
drilling units, |

I call the attention of the Commission to the fact that in
Order R~110, which is the mal# order involved here, there is a
specific requirement that the unit is, in effect, not established,
that the notice of intention to drill shall not be approved, unles
all of the interests are consolldated by pooling agreement or othen
wise. ‘That nrovision 1s not a part of the gas pool rules in other
poole of which I am aoguainted, and I think there i5 2 reason for

it 1n this particular type of spacing. Order R-110 pertaining to |

the Blanco-Mesaverde Gas Pool does not fix the unit. It provides t
they be 320 acres, bul they may be north and asouth, or esast and

In other words, they aAre not sguare units, they 2re not 160 acren
or 80 acres or 40 acres in the shape of a square. This leaves to

the person entitled to drill the wells an option a8 to the directidn

in which those units shall go, and, in efiect, authorizes him to
eatablish them on bases that may be, perhaps, other than geological
They may bo sconomic, they may be for the purpose of arranging his
leasehold 80 that he may hold §alwz*t—rtfem leazes, Thers may be any
number of reasons why he would make an optien Lo turm the units mgL
way or the other. 4nd, I think in those kind of situations, it is
entirely appropriste and I thimk, perhips, necessary Lo protect the

L

e e R

e
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rights of all coacerned, that all of the interest, working ang
royalty, be consolidated before the unit is formed. That situation
in my juCgment, may not apply In cases whare the units are square,
and there is no option left to anyone to declde for themselves
where and how the unit shall be shaped,

Ané so, it 183 cur basic position here that these cases are
governed by Order Number R-1103 that R-110 1s unambiguous in that
it reguires that all interest be consolidated by pooling or othepr~
wise before the unit, in effect, can be formed. To me that ie the

first quesiion that the Commission must determine. It is, of coursp

I realize, largely a gquestion of law, but whatever order the
Commiszion enters, other than simply compulsorily pooling these
intervesis 23 of the date of the urder, necessarily is going to
involve that legal deteminatiom.

The second question that I think is involved here, is that
assuming that only working interests need to be consolidated in
order to creite the unii, when were those interests comsolidated
under this Order, R-110%? That, of course, 18 the obviocus reason
for the exhibiis offered here today by El Paso Natwral Gas Company.
I shall not undertake to argus that question. It iz, of eourse,

a legal question, one that, perhape, cannot even be determinad by
this Commission, So far as we are concerned, the moat recent order
that the Comnission has isaued in these cuses, lnsofar as it re-
quires compulsory pooling as of the date of the order is perfecily
satisfactory with us, The prineipal reason for our yfinng an
application for rehearing was out of an abundance of precautiom,
80 to mpeak, because we wWere not certain whether we would preserve

¥
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hearing after the Commission's second order wag issued.

And, 80 we are requesting the Commission to issue its order
compulsorily pooling the interest of Yager, et al, in these various
units, a2 of the date of the order. We are taking the position tha
insofar a= units in this area are concerned, the consolidation is
not completed until such time as the working interest owners and
the royalty owners either agree voluntarily, or until they are
compulsorily pooled under the authority of the Statutes. Thank you

MR, MACEY: Mr, Woodward.

MR, WOODWARD: E1 Paso would like to state 1ts position on 3
number of points. There will be no particular continuity between
them, First, it 1s El Paso's positlon that recognition of these
seven tracts as duly established drilling units is completely
concise with the Commission Rules and Regulation., R-11) requires
that all interest in these units be consolidated by agreement or
otherwise, before the notice of intention to drill the unit well is
approved. JTn these cases there was a consolidation of all interesy
in our opinion, in the unit, which was accomplished by the consolid
tion of the operating rights and working interest on the date the
notice of intention to drill was filed.

It has been suggested that the legal or statutory effect of thd
conservation laws of this state may be superceded by regulation.
We will concede they may be augaented, but if the effect 1s pro-
vided by statuk we do not belleve it 1s in the power of the
Commission to supercede that legal effect, or statutory effect.

Now, R~110 provides that these Interests, working interests,

or 211 interests, shall be consolidated by agreement or otherwise.

T,

8,

2, -
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"

I think "or otherwise” means more than a compulsory pooling order;
I think it might occur by reason of a merger of all working interes
by reason of common ownership, by assignment, by the formulization

of voluntary agreements.

spacing and allocation units are not fixed by the general fleld
orders, but are, rather, to be determined by dedication of the
operators, there 18 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 preblems
///kow, 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 Commission has the obligation or, in fact, the
authority to police the private contraetural obligation of lessors
and lessees. This does not mean that the lessor 18 without a
remedy, or without proteection, It has been | determined iﬂ
the recent Tenth Circuilt decision, Phillips against Peterson, I

in the operation of operating rights, generally, of leases. If,
in dereliction of this obligation the unit 1s improperly formed,

or formed for an improper purpose, I think that i1s a matter for the

a change in plans is the only authorization provided for recomplet-
ion of that well in another formation or zone, and serves the same

purpose as the notice of intention to drill, designating the unit,

It has also been suggested here that where the unit, the various

/"‘"‘1’

believe, that there is an implied obligation to exercise good falth

Courts and not this COmmissian;/’I think the Commizsion can take __
official notice that after the well is drilled, the application for

14:3
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or the new formation.

For that reason, so far as Case 700 is concerned, the controll-
ing date, we feel, is the date the Commission authorized recomplet-
1on of the unit well as a Mesaverde well. I would like to make one
comment with respect to Yager Exhibit Number %, the letter which
has been submitted in evidence, which we made no objection to,
This letter, 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 courpe,
not determinative of such basic and ultimate 1éauss, 50 We recognizp
that ia entirely in the province of the Comilssion to determine at
1ts deliberation.

We would like to state again, that El Paso is not asking for anw
adjudication of title, which matter is beyond the Commission's
authority by both parties. However, the Commission can and must
make an initlial appraisal on an application for drilling of a well,
and it has authority to determine whether the drilling of such
wells conform to the rules. By way of analogy, an auto license is
necessarily issued upon such an appralsal of title, either through
a certificate of title or an affidavit in lieu of it. But, no one,
I think, would seriously contend that such appralsal constitutes
adjudication of ownership of the automobile to which the tag 1s
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 fact, consolidated by the Commission
Rules on or before the driliing ¢f the well was approved by the
appropriate authority. Secondly, whether such consoclidation of thg

working interest in these drilling unlits accomplishes, as a matter
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of law, a communitization of all working interest,

The first question 1s a question, perhaps, of mixed fact and
law. We will mzke no further comment on it, the evidence 1s in,
As to the second question, in four of these units, El1 Paso contends
that there was a consolidation of the working Interest in these
units by preason of various assignmentes of operating rights and
leasehold interest, all owned by the same operator, and by reason

of such comon ownership there 1is such consolidation. As to that

there were agreements to communitize, which, by the undisputed
testimony of Mr. Utz, was all that the Commlssion required on the
date the notice of intention was approved. On the basis of those
agreements to communitize, the unit wells were drilled, the acreage
was dedicated, allowables was assigned, and pursuant to those agreq-
ments and such action, communitization agreements have actually begn
executed by all of the working interest owners. For these reasons
we ask the Commission to reissue substantially its first order in
this case, recognizing each of these geven unlts as a communitlized
tract, in accordance with Order R-110, and that the communitiza-
tion or consolidation of interest in each of these tracts was
acccmplished by the consolidation of the working interest.

MR, CAMPBELL: If the Commlssion please, Mr, Woodward made
one comment, I am certain, unintentionally, but I would like to
ask him if it czan't be corrected because it could have a bearing
on some of the legal effects of the future. I believe he indicated
that after the notice of intention to drill was approved, and the
wells drilled, that allowables were assigned. I believe that the

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

action would have been a vain and useless one. As 0 the other thiee

e
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fact 1s that this fleld was not subject to prorationing at that timL,
and as I understand, it was not until October, 1955. Am I correct
in 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, MACEY: March, 1955.
MR, WOODWARD: We are entirely in agreement with that, and
would like 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 drill.

MR. MACEY: Does anyone have anything further in these cases?
If there 1s nothing further, we will take the cases under advise- |

mént, and the hearing 1s adjourned.

STATE OF NEW MEXICO )
COUNTY OF BERWALILLO | '

I, THURMAN J. MOODY, Court Reporter, do hereby certify that
the foregoing and attached transcript of proceedings before the
011 Conservation Commission of the State of New Mgxico 18 a true
and correct record to the best of my knowledge, skill and ability.

WITNESS MY HAND, thi3, the 50({ ‘day of March, A. D., 1956.
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