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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
Friday, December 28, 1973
NO. 9821

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,
vs. _ Eddy County

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent-Appellee,
and

CITIES SERVICE OIL COMPANY
and the CITY OF CARLSBAD,

Intervenors.

This matter coming on for consideration by the Court upon
petition for rehearing on petition for stay of judgment, and the
Court having considered said petition and being sufficiently advise
in the premises;

IT IS ORDERED that petition for rehearing on petition for stay

of judgment be and the same is hereby denied.

ATTEST;>.A True /,gy

W@z_—
Clerk of the Supreme Court

of the State of New Mexico
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JOHN C. OTTO

45 West Jefferson, Suite 503
Phoenix, Arizona 85003
Telephone: (602) 252-7461

Attorney for Petitioners-Appellants

IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,
NO. 9821
vs.
District Court File No. 28181
OIL CONSERVATION COMMISSION
OF NEW MEXICO, PETITION FOR REHEARING
Respondent-Appelle,

and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors,

D e T T T

COME NOW Petitioners-Appellants by and through counsel
undersigned and respectfully move the Court for rehearing on the Petition
for Stay of Judgment which Petition was denied by the Court on the 12th day
of December, 1973 and as grounds therefore would respectfully show the
Court:

1

That the Court should consider in the determination of this
motion the affidavits filed herein on the 12th day of December, 1973 but
which were not considered in the previous rehearing herein, and that a
consideration thereof would materially affect the Court's decision in this

matter. Said affidavits show the following:

(a) The affidavit of Ronald B. Johnson demonstrates that based

upon the files and records of Grace Atlantic #1 gas well located in the south

Carlsbad Morrow field, which is the subject matter of this cause may be
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substantially and materially damaged in the event that the production
is restricted below five million cubic feet per day.

There is every probability that be::ause of the allowable, that
subsequent to January 1 and pursuant to the Stipulation entered into between
the Oil Conservation Commission and Petitioners that the well will have to
be cut back below five million cubic feet per day, subsequent to January 1,

1974, resulting in irreparable damage ¢o the well, as is more particularly

shown by the Stipulation with the Oil Conservation Commission a copy of
which is attached hereto and made a part hereof by this reference.

Said affidavit also shows that with the additional test of the
24 hour bottom hole pressure on the wells in the Morrow field would make
“it possible to arrive at the amount of reserves both under the wells in question
and the reserves under the entire field, which findings are required in order
for the Commission to have a valid basis upon which to determine prorationing.
(b) The affidavit of Kenneth S. Smith demonstrates that it is
certainly possible to calculate the reserves necessary in order to permit the
Commission to reach a valid determination as to the prorationing formula to
be applied, under the Statute and the Continental Oil case.
(c) The affidavit of Corinne Grace attaching the exhibit pre-
pared by registered engineers demonstrates that it is certainly possible to
determine the reserves under wells in this field as was, in fact, done as
is shown by the attachments to Mrs. Grace's affidavit.
(d) The affidavit of Robert W. Becker clearly demonstrates

hat it is not only reasonable and possible to determine the reserves but it

is practical to do so as well. Again demonstrating that it is possible to comply
with the command of the legislature and the teaching of the Continental Oil

case,
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(e) That the Court take judicial notice of the proceedings in
Cause No. 4933 District Court of Santa Fe County including the additional
affidavit of Kent S. Smith, a copy of which is attached hereto for the Court's
convenience.

WHEREFORE Petitioner-Appellants pray for a rehearing in
this matter and that the Court consider these matters together with the
decision in the Carlsbad-Straughn case and grant the stay prayed for until
such time as this matter can be detérmined on the merits in order to prevent
waste and irreparable harm as well as further financial damage to Petitioners-
Appellants.

Re

ohn C. Otto

Attorney for Petitioners-Appellants
45 W, Jefferson, Suite 503
Phoenix, Arizona 85003

Copy of the foregoing mailed this

14 day of December, 1973, to:
William C. Marchiondo, Esq.
Marchiondo & Berry, P.A.
P. O. Box 568
Albuquerque, New Mexico 87103
co~-counsel for Petitioner-Appellants

A. J. Losee, Esq.

William F. Carr, Esq.

Qil Conservation Commission
Albuquerque, New Mexico
Attorneys for Respondent-Appelle

Robert F. Leblanc, Esq.

Jason W, Kellahin, Esq.

Cities Service Oil Company and
City of Carlsbad, New 1Mexico
Albuquerque, New Mexico
Attorneys for Intervenors

Robert Borkenhagen, Esq.

American Bank of Commerce Bldg.
Albuquerque, New Mexico

Attorney for Amicus Curiae, Clty of .
Mesa Ar1zona N
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AFFIDAVIT

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )
Comes now Kenneth E, Smith (having been first duly sworn upon his oath, and

deposes and states as follows:

1. That I am an employee of Paul E, Cameron, Jr., Inc,, a Petroleum Engineering
Consulting firm based in Houston, Texas.

2. That I have been retained for a number of months by Michael Grace as an
0il consultant.

3. That I have previously been gualified as an expert witness before the 0il
Conservation Commission and have testified before the said Commission on a number
of occasions in the past year.

4, That it is my understanding that a Shut~In Order has been issued by the
New Mexico 0il Conservation Commission against the M, P. Grace II, Grace-Atlantic
well located in Section 24, Township 225, Range 26 E, Eddy County, New Mexico,

5. That I have been familiar with the wall during its entire production history.
I have deliberately reduced the choke size on this well in small steps, testing its
reaction along the way.

6. That because of the aggravated energy crisis, El Paso Natural Gas requested
of the traces a substantial amount of gas production from this well to assist during
the coming winter months,

7. In my opinion, a complete shut-in, followed by a return to full production
to meet the request of E1 Paso Natural Gas, would amount to rocking the well and would

cause damage to the well.



8. This well has been flowing at its present rate with a surface pressure
only 325 pounds‘per square inch short of 2,000 P.S.I. I have good reason to believe
that this is by far the highest pressure of any well in this area and zone with a
like amount of production and production rates.

9. If the well is treated as a majority of the other wells in the field, a
shut-in would have an even more drastic impact on the well, and could create more
danger to the well itself than like actions would do to lesser wells in this field.

10. I make these statements based on my knowledge of the expert testimony
presented to the New Mexico 0il Conservation Commission proration hearing on

April 17, 1972. The extent of the above mentioned damage can only be ascertained

AW M g-nt by a complete reservoir study.

KENNETH F. SMITH

day of October, 1973.
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| IN THE SUPREME COURT OF THE STATE OF NEW MEXICO Iz 12—/73

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners—-Appellants,

vs. No. 9821
OIL CONSERVATION COMMISSION District Court
OF NEW MEXICO. . File No. 28181

Respondent-Appelle,
and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

AFFIDAVIT

RONALD D. JOHNSON, first being duly sworn, deposes and says:

That I am a Petroleum Engineer and a graduate of the University
of Southwestern Louisiana, Lafayette, Louisiana. That I am a registered
Engineer and have testified as an expert before the District Court of
the State of New Mexico in cases where the N.M.0.C.C. has been the
adverse party.

That I have been a practicing Petroleum Engineer for a period

. of sixteen years, and during said period, worked for ten years for

Mobil 0il Company, finishing as Area Production Engineer; and for the
subsequent six years have been a Consulting Petroleum Engineer with
Steinhorst Operators Systems, INc., Lafayette, Louisiana.

That I make this Affidavit of my own knowledge, and further
based upon my training and experience as a petroleum eﬁgineer.

That I have examined the files and records relating to the
production of gas and water build-up with reference to Grace Atlantic
No. 1, Gas Well, locatad in the South Carlsbad Morrow Field, in South-

eastern New Mexico. That based on these records, this well is producing




- p——

at a rate of slightly less than AMCF's per day by virtue of the present
pro-rationing schedule. That this well is capable of conservatively
p%oducing at the rate of 1IMMCF's per day.

That because of the continuing water build-up inside the well
when produced at the rate of 3VvCF's per day, there is a reasonable
possibility that the well will be damaged, resulting in the continuing
strong possibility of loss of some of the reserves which would otherwise
be available for recovery from said well.

That if the well is water-damaged this has a direct bearing
on the wells inability to ever produce all the available future reserves
which would be lost in the event of water damage.

That the Grace Atlantic Well No. 1, as well as a numbgr of
additional wells were not in existence or producing at the time of the
original decision by the N.M.O{C.C. in this cause, but these wells
are none-the-less pro-rated‘under the commission order issued herein.

That with the information presently available plus additional
24 hour bottom hole pressure tests on the wells in the Morrow field
it is possible to arrive at an opinion to a reasonable degree of
probability as to the reserves under each well, and what the total
reserves are under the entire field from an engineering standpoint.

Further, affiant sayeth not.

RONALD D. JOHN

STATE OF NEW MEXICO )
) SsS.
COUNTY OF BERNALILLO )

SUBSCRIBED AXD SWORN TO before me this | Qjﬂ“ day of

December, 1973.

MC/W

NOTARY PUBLICY

My Commission Expires:

Decemben 8, 1470




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,

vs. No. 9821
OIL CONSERVATION COMMISSION : District Court
OF NEW MEXICO, File No. 28181

Respondent-Appelle,
and

"CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

ENTRY OF APPEARANCE

COMES NOW JOHN P. OTTO and enters his appearance as co~counsel

for Appellants Michael P. Grace and Corinne Grace.
s

Y.
/4
JOH_N*’P‘. OTTO

45/W ét efferson
C?pgéiix, Arizona 85003

I hereby certify that a copy

of the foregoing was .delivered

to opposing counsel of record

this /2 day of s
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners—Appellants,

vs. No. 9821
OIL. CONSERVATION COMMISSION District Court
OF NEW MEXICO, File No. 28181

Respondent—-Appelle,
and

CITIES SERVICE OIL COMPANY and -
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

AFFIDAVIT

ROBERT W. BECKER, first being sworn on oath, deposes and says:

That I am a graduate geolbgist'with a Master of Science in
Geology from the University of Michigan. I have been a practicing
geologist for 25 years. I am presently é partner in a Consulting
Geology firm in Roswell, New Mexico and have been so engaged for the
past three years.

That I am familiar with the Carlsbad Morrow Field and make
this Affidavit based on my own knowledge and further based on my training
and expierience.

That with the information presently available plus additional
24 hour bottom hole pressure_tests>on the wells in the Morrow field,

it is possible to arrive at an opinion to a reasonable degree of probability

as to the reserves under each well, and that the total reserves are

.- >

under the entire field from an geological standpoint.

~— —_
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It certainly is within the realm of practicability to reach
an opinion to a reasonable degree of probability as to the reserves under
each well and the reserves under the Morrow field.

That without this determination, it is impossible to fairly

determine the true correlative rights in the field.

ROBERT W. BECKER
STATE OF NEW MEXICO )
: ) Ss.
COUNTY OF BERNALILLO )

SUBSCRIBED AND SWORN TO before me this f&!du day of December,

1973.

L§72ﬁ4ﬂxibn(l'
NOTARY PUBLIC W

My Commission Expires:

MM%\, %, 1976

it
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners—Appellants,

vs. No. 9821
OIL CONSERVATION COMMISSION District Court
OF NEW MEXICO, - File No. 28181

Respondent-Appelle, -
and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

AFFIDAVIT

-CORINNE GRACE first being duly sworn on oath deposes and says:

That I am one of the Appellants in this case and make this
Affidavit based>on my own knowledge.

That the Report, attached hereto, marked Exhibif "AY and madé
a part he?éof by reference.is a true énd correct copy of a reserve
gas calculafion made by a registered Petroleum Engineer concerning

the Carlsbad-Grace Well #1 in the South Morrow field, in Carlsbad,

New Mexico.

- {
<2,£>1L4;1Q/ ét)klée,/

CORINNE GRACE

STATE OF NEW MEXICO )
) SsS.

COUNTY OF BERNALILLO )
SUBSCRIBED AND SWORN TO before me this [ Qiz’ day of December,

1973.

Dootd ., C’(W

NOTARY PUBLICH

My Commission Expires:

oﬁi&c2¢ruiam,j&4~lf1:lla_
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CHAs. C. BANKHEAD, JR. & ASSOCIATES
PETROLEUM CONSULTANTS

1601 FIDELITY UNION TOWER
747-0303
DALLAS, TEXAs 75201

February 19, 1973

Michael P. Grace II

Corinne Grace

P. O. Box 1418

Carlsbad, New Mexico 88220

Re: Evaluation
Corinne Grace
Carlsbad Grace No. 1
Eddy County, New Mexico

Deaf Mr. and Mrs. Grace:

Complying with your request, reserve and revenue projec-
tions have been made for the Corinne Grace interest in
your well No. 1 on the Grace-Carlsbad Unit, South Carlsbad
Field, Eddy County, New Mexico.

' The attached letter from our engineering assoclates shows
the combined net reserve of 4,375,000 Mcf of gas and ‘
31,076 barrels of condensate will result in a future gross -
revenue of $2,292,536. Deducting the estimated overating
expense of $116,046 results in a future net revenue of
$2,176,490. Discounting this future net revenue at the

arbitrary rate of 7 percent per annum gives a discounted
value of $1,889,242.

We are pleased to present the following data resulting
from our evaluation study.

1. Letter dated February 16, 1973, from our
associates Calhoun Engineering.

2. Projection tables showing the estimated
future production and revenue for the Strawn
and Morrow zones separately, and the combined
production and revenue for both zones in the
summary.



Michael P. Grez 1II -
Corinne Grace

February 19, 1973

Page 2

3.

Structure map on the Top of the Strawn formation.
4.

Structure map on the Base of the Morrow formation.

We will maintain the engineering and geological data in
our offices for reference and consultations and wish to
thank you for permitting us to prepare this evaluation.

Yours very truly,

Chas. C. Bankhead, Jr.

CCBjr/cw

Attachments

L CHAS. C. BANKHEAD JR. & ASSOCIATES



CHAs. C. BANKHEAD, JR. & ASSOCIATES
PETROLEUM CONSULTANTS

1601 FIDELITY UNION TOWER
747-0303
DALLAS, TEXas 75201

February 2

Michael P. Grace II

Corinne Grace

P. O. Box 1418

Carlsbad, New Mexico 88220

Re:

Dear Mr. and Mrs. Grace:

We are pleased to transmit the

2, 1973

Evaluation

Corinne Grace

Carlsbad Grace No. 1
Eddy County, New Mexico

evaluation report on
your Carlsbad-Grace No. 1, Eddy County, New Mexico.

We are transmitting only the original report and one
copy of the enclosures as we understand from Juanita
that you will make as many copies there as you need.

It was my pleasure to prepare this evaluation for you
and if you need any additional information, please

advise.

Yours very truly,

o &

CCBjxr/cw
Enclosures

C. Bankhead, Jr




CALHOUN ENGINEERING
PETROLEUM CONSULTANTS
511 NORTH AKARD STREET

DatLAs, TExXas 75201

February 16, 1973

Mr. Charles C. Bankhead, Jr.
1601 Fidelity Union Tower
Dallas, Texas 75201

Re: Corinne Grace
Grace-Carlsbad No. 1
South Carlsbad Field
Eddy County, New Mexico

Dear Mr., Bankhead:

Pursuant to your instructions, reserve and revenue
projections have been made for the Corinne Grace interest in their
Well No, 1 on the Grace-Carlsbad Unit, South Carlsbad Field,
Eddy County, New Mexico. These projections are on the attached
tables which show the estimated future production and revenue for
the Strawn and Morrow zones separately, and the combined pro-
duction and revenue for both zones in the summary.

The gross reserve from the Strawn zone is estimated to
be 1,500, 000 Mcf of gas and 35,516 barrels of condensate. The net
to the Corinne Grace interest is 1,312, 500 Mcf of gas and 31,076
barrels of condensate,

The gross reserve from the Morrow zone is estimated to
be 3,500,000 Mcf of dry gas which yields to the Corinne Grace
interest 3, 062, 500 Mcf.

The combined net reserve of 4,375, 000 Mcf of gas and
31,076 barrels of condensate will result in a future gross revenue
of $2,292,536. Deducting the estimated operating expense of
$116, 046 results in a future net revenue of $2,176,490. Discounting
this future net revenue at the arbitrary rate of 7 percent per annum
gives a discounted value of $1, 889, 242,

Inasmuch as the Corinne Grace No. 1 Grace-Carlsbad has
not been committed to market, the reserve estimate has been based
upon analogy of the other wells in the field area which have an adequate
performance history for making an appraisal. Geological structure,
net pay thickness, performance trends and initial potentials were taken
into consideration in making the analogy.



CALHOUN ENGINEERING

The price used for condensate was that which is prevalent
in the general area but was reduced $0. 15 per barrel to cover trucking
charges. The gas price used was that quoted by the operator as a
firm offer to purchase. It is the writer's understanding that a
contract for gas sales has not been signed as of this date.

Data used in this study were from the files of the operator,
from New Mexico Conservation Commission records and from our
general files, These data will be maintained in this office for
reference and future consultations.

Yours very truly,

CALHOUN ENGINEERING

Robert R. Wallace, P.E.

RRW:mlj

attchs.
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CH£Se BANKKEAL ANC ASSC. CORINNE GRACE

CALLAS, TEXxaS GRACE - CARLSBAD NG« 1
COMBINED ZONES
PAGE 3

S0. CARLSBAD

hd .

SUMMARY

RESERYES ANC ECUONUMICS
AS CF APRs Lo 1973

!
i

NUMBER OF nELLS

= 2e0U

NUMBER OF ACRES = CHUa U

REVENUE OPERATINC ' CUM DISC.
YEAR ENDS CIL PROLUCLTLIUN GAS FRUCUCTION AFTER CCSTS AND GAPITAL FUTURE NET CUMULATIVE NET REV.

GRCSS bBL Ned ool GRCSS MCF NET MCF SEV TAX AD VAL TAX COSTS REVENUE NET REVENUE 7.000 PCTY

1673 lze34 UV L22ie1e2 1074215 5575499 5400 0 552599 552599 538324
1974 11Ge5 Yuud L7312 1114040 500699 . 1200 0 573499 1126098 1063913
1575 €421 20l 27542 8L1599 426C03 L1590 0 414413 1540511 1418105
1570 2C84 <lug 639452 557361 295070 15029 0 280041 1820552 1641317
1977 1506 Lalv © 3697499 349824 1866095 19200 0 167409 1987961 1765758
1676 141 Lo 24212¢ 212380 113211 1900 0 94111 2082072 1830999
197y 32 Y 131354 114935 60270 10761 0 49506 2131581 1863012
19890 ' 0 v €l923 71687 37535 10200 0 27335 2158916 1879493
198l 0 V) 51725 45259 23¢98 10200 0 13498 2172414 1887083
1582 Y v 24156 21662 11342 1266 0 4076 2176490 1389242
st /OTAL 3551¢ slulo $6U0CV0 4375000 2292536 116046 0 217646C 2176490 1889242
REMAINING C V) G 0 C - ¢ ¢ c 2176490 1889242
TUTAL 25510 0o sCgocce 4317150C0 2292836 116C46 0 217649¢C 217649C 1889242
PRIGR CuM 0 0
ULTIMATE 3ctle 5Ccocoo0 CUMULATIVE CISCCUNTEC NET REVENUE AT 10.CO0 PER CENT 1785420

12.00 PER CENT 1721592
15.00 PER CENT 1633045
20400 PER CENT 1502153
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,
VS, No. 9821

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

District Court
File No. 28181

Respondent-Appelle,
and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

AFFIDAVIT

I, Kenneth F. Smith, being first duly sworn on oath, do hereby state:

1. That I am a Petroleum Engineering Consultant and have served in this
status for a period of five years and four months.

2. That I previously had nine years experience in production and drilling
engineering with Mobil 0i1 Corporation in West Texas and Mobil Qi1 Company de
Venezuela in eastern Venezuela plus seven years oil and gas production work
with oil field service companies.

3. That I have previously qualified as an expert witness before the
New Mexico 0il Conservation Commission.

4, That I have worked as drilling and production engineer in the South
Carlsbad-Morrow gas pool for six months intermittently over a period of the
last two and one half years.

5. That I am familiar with the hearings and court proceedings pertaining
to prorationing of the South Carlsbad-Morrow Pool and the South Carlsbad Strawn

Pool.

6. That in view of the number of wells drilled in the South Carlsbad-Morrow

Pool and the wide variations in their producing capacity, net feet of pay,
porosity and apparent permiability it is a certainty that a more equitable
formula for assigning well allowables could be worked out than the presently

used surface acerage formula.



7. That under the presently used surface acerage formula a well with
ten feet of pay and fifteen percent porosity can have the same allocation
of production as one with thirty feet of pay and twenty-five percent porosity.
8. That this range of differences along with apparent permiability leads
to wide differences in the wells' deliverability and ultimate total recovery.
9. That Timiting highly capable wells to the producing capacity of
uncapable wells amounts to confiscation of part of the larger gas reserves
under the capable wells.

10. That in view of the production history now available in this field,
and the apparent lack of any Morrow formation water drive, reserves and
ultimate recoveries can be calculated, using decline curves and or material
balance calculations. |

11. That basing allocations of production on reserves calculated from
log porosities, water saturations, bottom hole pressures and net feet of pay,
along with a deliverability factor would be much more equitable than the pure

surface acre formula.

' &2 2.7 j 7
AFFTANT

SUBSCRIBED AND SWORN to before me this 11th day of December, 1973.

. » .
Kj 4.3 /ﬁg.{'{/é%

Notary Public {n and for Harris County,
Texas

My Commission Expires:

z}// /75
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Santa Fe
IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
Wednesday, December 12, 1973

NO. 9821

MICHAEL P. GRACE II and

CORINNE GRACE,

Petitioners-Appellants,
vs. ) Eddy County

OIL CONSERVATION COMMISSION
OF NEW MEXICO/

Respondent-Appellee,
and

CITIES SERVICE OIL COMPANY
and the CITY OF CARLSBAD/

Intervenors.

This matter coming on for consideration by the Court upon

motion for stay of judgment, and the Court having considered said

motion and being sufficiently advised in the premise

in

IT IS ORDERED that motion for stay of judgment be and the

same is hereby denied.

ATTZTA/ o %
(LAd MO&Z‘

Clerk of the Supreme Court

of the State of New Mexico
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1. This case Involves anlappeal by petitioners-

ants from judgment entered by the Honorable Paul Snead

in Cayse No. 28181, District Court for the Fifth Judicial

District, Eddy County, New Mexico, entitled Michael P. Grace

»

II and Corinne Grace, Petitioners, vs. 0il Conservation

Commission, Which Jjudgment upheld an order of the 0il
Conservation Commlssion prorating gas production m the

South Carlsbad-Morrow Gas Pool. |The Hopnorable N. Randolph

Reese entered his opinion of the court in Cause No. 28182, entit-

led Michael P. Grace II and Corinne Grace, Petitioners. vs.
011 Conservation Commission of New Mexico, Respondent, —

wherein he held that the order of the Oil1l Conservation

Commission prorating gas production in the South Carlsbad-

Strawn Gas Pool was invalid.

— oy, WM o Qaedrds 281921 a.«.f29182
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(b)

that Mr. Clint Small and Mr. Lom Watkins, the attorneys
who actually represented the Graces in Distriet Court

Case No. 28181, agreed that certain portions of the

evidence received at the Commission hearing only related

to the Strawn formation;lthis is reflected in the transcript

T
of this case at pages 394 through 396 of the Record filed

herein, a copy of which is attached as Exhibit II;
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.IR. 'IAT'{_.I*is- ' Ccz:r* pl lease ‘w2 have asaad
thaz it be int*oé.x.cad and tae Cmission has
'crcughii that in, tcget'neﬁ: ﬁ.tn tne n.:mib_.ts. Now

rith refersnce to thils trans c*:bt, we hava

discuszad the matrer with r. ILos282, and in the

intarast of saving both tize and womey, and in

the event tha. this gces cn ameai w2 pays
T

’agraed th..t va*im.s ‘parts of t?w i:*anscri;:t be

da1—=t=d and pa*t'?cula*'y w*tn ref :rence to tne

tes:imcny corcerning the St*:ﬁm ?col, rather then

£ha Morrow. W2 are only i..é: *as‘:.-ed in thes Morzov.

TAE COURT: I not@d thal t 2 o were

combined for purposas of hea:i_.ng. Obvisusly, .

from veading the tra:zscrivt, som2 oZ that testi~

-’

ple] 33 appll a ie onl ﬂ‘-o the S trawn Formation
2 3

and r2ally has no use:ul puroo3a h2re.
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or the ra2eoxrd, as far as tha

tastizony is concammed, it is cur telief t":x_a.t

Yr. Stamets' teatmquy; commencing on Page 18,

Line 24, miww_zz._xm._and
the tastimonz cf Mr. Willia:ns, csmenci:ng on

Page 130, Line 14, rumming through Page 136,

can de anittad as it Ertams sclely to thei

Strawn Formationm.



Also, that 0il Consarvation

Cenmission's E:ﬁibi: D, E, F, G, H, and I, and

all of gha Ebrria Anpyeil znaibitg, i throuza 10,

can ba cwmittad, and with those axceptions, we 11

stipulate to the record and the Certificata.

1'd iike %o alsﬁ have a Certifiad Copy of Oxder
R-4034, to which tha Commission fook administrate
iva notic2 in the hearinz, be tha haaring on two
of the thres wmorthodox well lécaticn of ths
Petitioners. | |

T4E COURT: All right. Any objectiom tov

that?

M Smet daouosed Wc‘.ﬂi\mz-%%‘[
b d o wndicatd Hunn woor e a%uﬂM

‘W wHAT WE  HAVRE =
QrrEMEITT B9 Amorveds Fov WER QRACE
Y A Pownon ot T™™E RELRD
AND S VTRENOGE TeLoTE o THR
SHRAWN  Pod -

Ago N.1-N SURTENE N RY  THESE
OrrrpeNES S T PART  OF . EiDENeE
‘R'e - XN oY 0 THE NDEROoUW)

(c)  that the Pctitinncrc at page 3 of the Petitioners' Trial

Brief state that a portion of the record made before the

0il Conservation Commission applies only to the Morrow

zgol;la copy of this page is attached hereto as
Exhibit III: S T
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Although the‘record covers both ‘the Morrow Ppol'and'

the Strawn Pool in the South Carlsbad Field, the order undex

attack pertains only to the Morrow, and only that portion of the

record is o ent to this proceeding.

7 AoMissions  BY  QRAdE AmJYS
B HDEN-T— (W THE A oNS 2L DATRED
QAASES = enNuLd  TPARYT  OoF Twe
TYIDENCE RELATEDS  Tv THE
STRPWN FEORMWATION — D oTisR-
Eu Do 1 SR Ny ~A ) +p THE
MORRoW B0 MATUONY
PART v SRMN RART Yp MgRRow

Sm——

e SANE  EUODENLE WAL NeT

ST DSED N DEadilg THE
{;, i\' CALE  ON THE. WO DWW = "“THE
P w AASE oY TME STRAWN)

e

"/’\; . (d) that certain exhibits intrdduced into evidence in the
R . ——

consolidated cases before t&me 0il Conservation Commission

related only to one of the gormations and not to the other/

as 1s reflected on page 395 xf Exhibit II which is attached

~ hereto. -
y——, \

Kevewep Dadn) T RANSIR®T ot Twee
e AT 4% 0% v \ ~X = NS AN =TV Adocee v



BleLude ARE TR W) Bt QY

Mo thsued S .iwfﬁu nold |

,sz«ﬁ JLM warq

CUOR_  “mmm—

aéhuv Sueod Aty ot
ekl Oac %ﬁw l.‘/uaé

o s ég A‘W‘k‘bsg\ﬁw

w‘/‘ﬁu L
e g :‘ﬁ“ﬁ % ¥

o Shwn ——— B BRI

AR o THE <AILE_
THe ¢ Coorty NoT wBE  Twe
St B

e ’Z?E;ﬁt};\/ﬁ.t, QAR aarerisTeg
W- W~ A a{’ﬂﬁp{@;{ 44:&4“

7. That -St. reservoir and the South Carlsbad-

Morrow reservoir are vastly different types of reservoirs.

8. That whereas the Strawn reservoir pay zone i ne. a

homogeneous limestone reef structure, the major variation of which i ' -

Ed

ening and thinning as one proceeds from one well to another with less

important variations in porosity and wster saturation,]the Morrow formation

is composed of many isolated stringers of porosity and permeability which are

often present in one well but absent in an adjoining well.

9. That while it may be possible to determine the reserves under a

given tract mmwm_

logs of offsetting wells, and by interpolating the net feet of psy, porosity,

and water saturation, such a determination is hazardous at best and is not

practicable.



10. That in view of the appearance and disappearance of the sand

stringers from well to well, and the impossibility of determining the areal

extent of any given sand stringer in the Morrow formation, it is virtually

impossible to determine the reserves under any given tract in the South

Carlsbad-Morrow Gas Pool.

" 11. That due to the great difference in the nature of the respective

reservoirs, separate and distinct testimony must be considered when deter- )

4whcther either of these pools should be prorated and, if so, what

formula should bg_!lglisd. ~
} ' \
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(a) that Cases 4693 and 4694 before the 0il Conservation Commission |
were consolidated only for the limited purpose of taking testimony
in the interest of saving time, as i reflected on pages 2A through
6 of the transcript of the proceédings before the Commission, a
copy of which is attached as ﬁxhibit I, since the two pools being
considered for prorationing overlay one another and gas from these

pools is being so0ld to common purchasers;
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EXHIBIT I

™

MR. PORTER: The Hearing will ccme to order. Eﬁ"~w
I shouldrﬂave made the announcement earller this nornlng,
I d_a make it laat evening and most of you wara here, in
regard to Governer RKing who had to cancnl out at the 1ast
minute. I was in his office at 10: 30 o clock the day before
yesgé;a;§eie£§§§ I eame down to Hobbs and he had already
mada reservations and fdlly intended to ceme to. the
Heezing. ‘
| As you'kuow, Governor King is very much inte -ested-
in the affairs of the 0il and Gas Industry and the development
of resourcas in the State. He also'wanted to come to Hobbs
and was extremely sorxy he cogld not be here. Things came
up.thet reguired him to cancel his appsarance. He askesd
ma te express his regrets to you thet he could not be
hare,

We will take Cases 4593 and 4694.

MRS HATCH

MR HATCH: I hava asked that Cases 4693 and 4594,

having to do with instituting proration in the South Carlsbad

Morrow Gas Pool and the South Carlsbad Strawn Gas Pool be

consolldated foxr the gu;gose of this Hearlng X There

w1ll be two separate Orders that will be wvltten by the

Commiss;on.

The Commission will have two witnesses, Mr. Stamets
. . » ’
and Mr. Utz. The two pipe line companies who purchase gas

- 2-A—

%
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2 those two pools .have voluntarily consentcd to aYso pute

cn testimony concerning their facilities and concerning
questibns of market demand and cépacity.

So first I will present Mr. Stamets and ﬁhen
Mr., Utz to be followed by the representatives from ihe
pipe line companies.

Mr, Nutter, have you distributed the Exhibits
to the pipé line companies and to all the distributo;s?

MR, NUITER: Yes.

MR. PORTER: Let me ask you, are there any

objections to consolidating these cases for the purpose of

taking testimony. As Mr., Hatch has indicated there will be

—_——
separate Orders issued.

— I, = me e e

MR. NEAL:. I am C. Finchaxr Neal of Neal and Neal,

Hobpbs, New Mexico. We represent Cities Service along with

Mr. LeBlanc of Tulsa. We are only interested in Case 4693,

but we have no objection to the Hearing being consolidated.

ur testimony, however, will only apply to that one Case

T o T v s vt b e« e e e

and that one formation.

MR; PORTER: I don't believe that will be any
problem. |

MR, HATCH: ©No problem.

MR, NEAL: Thank you.

MR. STEVENS: Donald Stevens of McDermott, Connelly

& Stevens, Santa Fe. We have no objection to consolidation,

-

.;Es-
65
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but for the purpose of clarity we suggest that perhaps

testimony on the Morrow can be heard first and then we

can have cross-examination and discussion. I say this on

4-*&;3 basis that the two fields are vastly dissimilar in

composition and in pay quality.

MR. PORTER: Do you have any objection to that,
Mr. Hatch, or have you prepared your testimony to present
both pgols at the same time?

MR. HATCH: I think the Commission‘could do that -
very easily,.but I am not sure whether the pipe lihe}
companies’ testimony would be that easily separated; We
can ask them if they;have any objection,

MR, PORTER: What about the Commission's
testimony? |

MR, HATCH: The Commission's testimony can be
divided easily.

MR. KELLAHIN: Jason W. Kellahin of the firm

of Kellahin & Fox, Santa Fe, appearing for Pennzoil. Our

testimony is so prepared that if we follow the procedure

outlined by Mr. Stévens there will be a lot of unnecessary

repetition., It would be simpler for us to go ahead with the

——T @ g

S ek o A 8

entire presentation which will be very easily distinguished
PO . G —

e e i e e Tk, = mer i

as to which pool we are talking about.

MR. PORTER: The Commission desires to hear all

of the testimony in the proper order, howaver, I must state

_¢J-
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&t this point that,we are limited in time since
Mr. Armijo must get back to Santa Fe this evening. Now,
thers can be quite a bit of testimony presented and quite
a bit of cross=-examination, I'm sure. Sp as far as we are
concerned we would like the testimony presented in‘the
ﬁanner in which it can bas most expeditious to handle from
a point of time,

The case was originally listed and there was a
request for a full Commission Hearing so it was continued

for two months.

MR, CHASE: We represent Mr, and Mrs., Graces,

Michael P. Grace and his wife, Corinne Grace, of the City

of Carlsbad. My name is Edward Chase and my office is in
the Bank of New Mexico Building, Albuqﬁerque, New Mexico.
My associates, Mr. Charles C. Spann and Mr. George Hunker, Jr.
I will hand the Reporter, with your pesrmission, the cards

of thase gentlemen,

If it please the Commission, we would like to

have the Strawn case heard first., The reason }s that it

I = e e -

would simplify the matter and, we think, get to the heart

and guts of the situnation guicker. Mr, Spann of the firm

of Grantham, Spann, Sanchez and Rager, in Albuguerque, will
take the lead in this case as our trial lawyer and
Mr., George Hunker, Jr., of Roswell, is our associate.

Mz, Spann, do you care to say anything?
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MR, SPANN: We, of course, think the Strawn
should be heard first, but we will comply with the ruling
oZ the Commission.

MR, STAMETS: My testimony is designed to cover
both pools, and the Morrow first primarily, but the Exhibits
which we have prepared cover both pools.

MR, HATCH: -I have a letter here from one
company saying that if everybody enters into the spirit of
cooperation and conse;vat%gﬁ,‘and I think we can do that,
and I would recommend we go ahead on the original grounds

because I think we are already wasting time here.

MR, PORTER: That is a fact and the Commission is

going to rule that the Cases will be consolidated for this

s e e e e e e s G e

Hearing and the Commission may proceed at this time with

-t

its first witness.

RICHARD M, STAMETS,

was called as a witness and after being duly sworn, testified
as follows:

DIRECT EXAMINATION

BY MR. HATCH:

Q Will you state your name and éosition for the r;cord?
A R. L. Stamets, Technical Support Chief for the Qil
Conservation Commission of the State of New Mexico,

Q And your place of residence is in Santa Fe?

g

A Yes.

e e aen e = —————— = e e~ PR e s
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“ 4. That although some testimony was common to both pools, certain

-other specific testimony applied to only one pool or the other.

j 5. That only the applicable common testimony and the appropriate

ispecific testimony was used in deciding each case.

i
!
|
“ 6. That separate orders were issued for each pool based upon the

iportion of the evidence pertaining to each respective pool.

—
—
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,

vs. No. 9866
District Court
OIL CONSERVATION COMMISSION File No. 28181
OF NEW MEXICO,

Respondent-Appellee,
and
CITIES SERVICE OIL COMPANY and

CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

. RESPONSE TO
PETITION FOR STAY OF JUDGMENT

COMES NOW respondent-appellee 0il Conservation Commis-
sion of New Mexico and lntervenor Cities Service 0il Company,
and in response to the petition for stay of judgment filed

by petitioners-appellants herein, state:

1. This case involves an appeal by petitioners-
appellants from judgment entered by the Honorable Paul Snead
in Cause No. 28181, District Court for the Fifth Judicial
District, Eddy County, New Mexico, entitled Michael P. Grace
II and C;rinne Grace, Petitioners, vs. 0il Conservation
Commission, which judgment upheld an order of the 011l

Conservation Commission prorating gas production fromthe

South Carlsbad-Morrow Gas Pool. The Honorable N. Randolph

Reese entered his opinion of the court in Cause No. 28182, entit-

led Michael P. Grace II and Corinne Grace, Petitioners, vs.



e ————— .- -

011 Conservation Commission of New Mexico, Respondent,
wherein he held that the order of the 011 Conservation
Commisslon prorating gas production in the South Carlsbad-

Strawn Gas Pool was invalid.

2. The matters involved in Causes Nos. 28181 and 28182
before the 0il Conservation Commission were heard on a _con-
solidated record, but separate orders were entered by the
01l Conservation Commission based upon separate and distinct
testimony insofar as the producing formations and the
produéing characteristics of the Morrow formggigglrand“;he'

Strawn formations are concerned, all as more fully shown
by the affidavit of Danle] S. Nutter, Chief Engineer, New

Mexico 0il Conservation Commission, attached hereto.

3.The acts of the 011 Conservation Commission in the

two cases arose from separat j , involving

separate and distinct gas producing reservoirs, and the

4. The oil and gas supply of the world and of_the United

States is not a matter the Oil Conservation Commission is

authorized by law to consider in prorating the production from

a gas producing reservair.

5. The existence of an abundant supply of gas in any

particular reservoir is not a matter the 0il Conservation

Commission 1s authorized f£to consider by law in prorating the

production from a gas producing reservoir, unless the producing

capacity of the reservoir is in excess of market demand.

6. Petitioners-Appellants, at the trial of this cause

in the District Court, acknowledged that although the record

-2



in the case covered both the Morrow Pool and the Strawn Pool

in the South Carlsbad Field, the order under attack pertained

to the Morrow, and only that P°rt192”9§,P§¢ repord was per-

tinent to the hearing, all as is more fully shown by the

affidavit of Daniel S. Nutter attached hereto, with attached

exhibits.

7. The Petition for Stay of Judgment falls to show

wherein Petitioners will be damaged by enforcement of

the Commissions order pending appeal.

8. The Petition for Stay of Judgment attempts to argue

matters which should more properly be heard on the appeal of

the case.

9. The Petition for Stay of Judgment presents nothing

this court.

WHEREFORE, respondent-appellee 0il Conservation Commis-

sion and intervenor, Cities Service 011l Company pray that

the Petition for Stay of Judgment be denied.

I hereby certify.that a true copy of the
foregoing instrument was malled 1o
©pposing counzel of record this

day of .19

-3~

OIL CONSERVATION COMMISSION
OF NEW MEXICO

A. J. LOSEE
WILLIAM F. CARR
Attorneys for Respondent-

Appellant, 0il Conservatiion
Commisspon
M; X
Special Assistant Attorney

General

CITIES SERVICE OIL COMPANY
ROBERT F. LEBLANC

JASON W. KELLAHIN
Attorneys for Intervenor

BY (\%M&\ W |‘<Jﬂa-£«~\,




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,
vs. No. 9821

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

District Court
File No. 28181

Regpondent-Appellee,
and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

N N Nt N o N N N S S N e St N Nt S S ot

Intervenors.

AFFIDAVIT
I, Daniel S. Nutter, being first duly sworn on oath, depose and state:
1. That I am a registered petroleum engineer and have served as Chief
|Petroleum Engineer of the New Mexico 0il Conservation Commission for over

ififteen years.

|

2. That I am familiar with all hearings and court proceedings relating

1
i

gto prorationing of the South Carlsbad-Morrow Pool and the South Carlsbad-
3Strawn Pool.

3. That upon the request of William F. Carr, attorney for Respondent-
gAppellee, herein, I have examined the Petitioners' Trial Brief filed in
‘District Court Case 28181, and the Record filed in this case, paying special
attention to the transcript of the 0il Conservation Commission hearing in
liCases 4693 and 4694 which were consolidated for the purpose of hearing, and the
transcript of Eddy County District Court Case No. 28181 which is an appeal
'of the decision entered by the 0il Conservation Commission in é;se 4693, and
have determined:

(a) that Cases 4693 and 4694 before the 0il Conservation Commission

were consolidated only for the limited purpose of taking testimony

in the interest of saving time, as is reflected on pages 2A through

{ 6 of the tranmscript of the proceedings before the Commission, a

copy of which is attached as Exhibit I, since the two pools being
considered for prorationing overlay one another and gas from these

pools is being sold to common purchasers;




(b) that Mr. Clint Small and Mr. Lon Watkins, the attormeys

who actually represented the Graces in District Court

Case No. 28181, agreed that certain portions of the

evidence rece@zggiap the ComgisSion hearing gglx;:elated

to the Strawn formation; this is reflected in the transcript

of this case at pages 394 through 396 of the Record filed

herein, a copy of which is attached as Exhibit II;

(¢) that the Petitioners at page 3 of the Petitiomers' Trial

Brief state that a portion of the record made before the

0il Conservation Commission applies only to the Morrow

Pool; a copy of this page is attached hereto as

Exhibit III;

(d) that certain exhibits introduced into evidence in the

consolidated cases before the 0il Conservation Commission

related only to one of the formations and not to the other

as is reflected on page 395 of Exhibit II which is attached

hereto.

4. That although some testimony was common to both pools, certain

i

‘other specific testimony applied to only one pool or the other.

5. That only the applicable common testimony and the appropriate

aspecific testimony was used in deciding each case.

; 6. That geparate orders were issued for each pool based upon the

'portion of the evidence pertaining to each respective pool.

7. That the South Carlsbad-Strawn reservoir and the South Carlsbad-

i . . R
'Morrow reservoir are vastly different types of reservoirs.
r

:

i 8. That whereas the Strawn reservoir pay zone is, in general, a
i

fhomogeneous limestone reef structure, the major variation of which is a thick-
ening and thinning as one proceeds from one well to another with less
important variations in porosity and water saturation, the Morrow formation

is composed of many isolated stringers of porosity and permeability which are

often present in ome well but absent in an adjoining well.
9. That while it may be possible to determine the reserves under a

given tract in the Strawn reservoir by interpolating the tract, based on the




logs of offsetting wells, and by interpolating the net feet of pay, porosity,
and water saturation, such a determination is hazardous at best and is not
practicable.

10. That in view of the appearance and disappearance of the sand
stringers from well to well, and the impossibility of determining the areal
extent of any given sand stringer in the Morrow formation, it is virtually
impossible to determime the reserves under any given tract in the South
Carlsbad-ﬂbrrowlcas Pool.

 11. That due to the great difference in the nature of the respective
regervoirs, separate and distinct testimony must be considered when deter-
miﬁing whefher eithef of theseAéools should be prorated and, if so, what

formula should be applied.

SUBSCRIBED AND SWORN to before me this 30th day of November, 1973.

, "l)iﬁﬂﬁ ; ) ey /uiiigé;.wv:'g

e s Notary Public
R T
-

B

o A .
My Commission Expires:

_October 28, 1977

| R
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EXHIBIT I

*

MR. PORTER: The Hearing will come to ozdee- ~~~~~~ ‘
I should have made the announcement earlxer this nornlng,
I d-a make 1t last evening and most of you were here, in -
regard to Govereer King who had to cancel out at the last
mlnute. I was in hls offlce at 10 30 o cleck the day before
&es.e;day ee%ore I came down to Hobbs and he had already
mada reservations and fully intended to come to.the
Heering. A | |

1

As you'kuew, Governor Xing is very mucn iﬁteﬁested'
in the affairs of the 0il and Gas Industry and the deveTQPmept
of resources in the State. He also wvanted to come to Hobbs
and was extremely sorry he coqld not be here, Thinge camea
uP-thet regquired him to cancel his appsarance. He askad
ma to express his ragrets to you thet he could not be
hare,

We will take Cases 45693 and 4694

MR, HATCH

MR HATCH: I havs asked that Cases 4693 and 4694,

having to do with lnstltutlng proration in the South Carlsbad

Morrow Gas Pool and the South Carlsbad Strawn Gas Pool be

urpose of ! 2axri Thers

will be two separate Orders that will be wxitten by the

Commission.

The Commission w111 have two w1t1esses, Mr. Stamets
"y
and Mr. Utz. The two pipe line companies who purchase gas
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=321 tnose two pools .have voluntarily consented to alao pue

cn testimony concerning their facilities and concerning
guestions of market demand and cépacity.

So first I will present Mr, Stamets and fhen
Mr. Utz to be followed by the representatives from £he
pipe line companies.

Mr. Nutter, have you distributed the Exhibits
to the pipé line companies and to all the distributb?s?

MR, NUTTER: Yes,

MR. ?ORTER: Let me ask you, are there any

objections to consolidating these cases for the purpose of

taking testimonv. As Mr, Hatech has indicated thexe will be
separate Ozders issued.

MR. NEAL:. I am {, Finchexr Neal of Neal and Neal,

Hobbs, New Mexico. We represent Cities Service along with

¥Mr, LeBlanc of Tulsa. We are only interested in Case 4693,
but we have no cbjection to the Hearing being consolidated.

Qur testimony, however, will only apply to that one Case_

and that one‘fcrmatiog,e

MR, PORTER: I don't believe that will be any
problem. |

MR, HATCH: No problem.

MR. NEAL: Thank you.

MR. STEVENS: Donald Stevens of McDermott, Connelly

& Stevens, Santa Fe. We have no objection to consolidation,
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but for the purpose of-clarity we suggest that perhaps

E

dissimilar in

composition and in pay quality,

MR. PORTER: Do you have any objection to that,
Mr. Hatch, or have you prepared your testimony to present
both péols at the same time?

MR. HATCH: I think the Commission.could do that-
very easily,.but I am not sure whether the pipe lihe
companies' testimony would be that easily separated, We
can ask them if they have any objection.

MR, PORTER: What about the Commission's
testimony? '

MR, HATCH: The Commission's testimony can be
divided easily.

MR. KELLAHIN: Jason W. Kellahin of the firm

of Kellahin & Fox, Santa Fe, appsaring for Pennzoil., Qur

testimony is so prepared that if we follow the p;gggggge

outlined by Mr. Stevens there will be a lot of unnecessary

entire presentation which will be ve:z“easilyidistinggigged
a<%—~———*E———-—-—————————* N

as to which pool we are talking about.

MR. PORTER: The Commission desires to hear all

of the testimony in the proper order, however, I must state
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at this point that,we are limited in time since

Mr., Armijo must get back to Santa Fe this evening. Now,
thers can be quite a bit of testimony presented and guite
a bit of cross-examinaticn, I'm sure. Sp'as far aé we are
concerned wetwould like the testimony presented in'the
ﬁanner in which it can be most expeditious to handle from
a point of time,

The case was originally listed and there Qas a
request for a full Commission Hearing so it was continued
for two moﬁths.

MR, CHASE: We represent ﬁr. and Mrs, Grace,
Michaél P. Grace and his wife, Corinne Grace, of the City
of Carlsbad. My name is Edward Chase‘and'my office is in
tha Bank of New Mexico Building, Albuqﬁerque, New Mexico.
My associates, Mr. Charles C. Spann and Mr. George Hunker, Jr.
; will hand the Reporter, with your permission, the cards
of these gentlemen,

If it please the Commission, we would like to

have the Strawn case heard first. The reason is thét it

would simplify the matter and, we think, get to the heart ;
and guts of the situation quicker.' Mr. Spann of the firm |

of Grantham, Spann, Sanchez and Rager, in Albuguerque, wiil
take the lead in this case as our trial lawyer and

Mr. George Hunker, Jr., of Rpswell, is our associate.

Mr. Spann, 4o you care to say anything?




PAGE [3

1 MR. SPANN: We, of course, think the Strawn

AT

4

2 should be heard first, but we will comply with the ruling

R}

.
2 3| of the Commission.
i 4 MR, STAMETS: My testimony is designed to cover
= 5 poth pools, and the Morrow first primarily, but the Exhibits
g .
o 6| which we have prepared cover both pgols.
=D .
= 7 MR. HATCH: I have a letter here from one
| S .
oo ; :
‘e 8 company saying that if everybody enters into the spirit of
= ‘
ié? 9 cooperation and conservation, and I think we can do that,
— 10 and I would recommend we go ahead on the original grounds
L1~ . ‘
) :
— 1 because I think we are already wasting time here.

g 12 MR, PORTER: That is a fact and the Commission is

z 2

Z o 13 going to rule that the Cases will be consolidated for this

> X

g =, 14 Hearing and the Commission may proceed at this time with

% oaz

2 4z

i gg 15 its first witness., )

o gX

E 53 RICHARD M. STAMETS,

£ gz 10

- 2z

n gg 17 was called as a witness and after being duly sworn, testified

i 0

. ak

5 25 18 as follows:

= < D

a N m

LA DIRECT EXAMINATION

w o e

w I+=

S an

£ S0 BY MR. HATCH:

< 2. 20

2 2 - |

E; 55 21 Q Will you state your name and position for the record?

5 oz '

4 if 22 A R, L. Stamets, Technical Support Chief for the 0il

: o5

e 52 23 , Conservation Commission of the State of New Mexico.

A 9«

3 37

§ aw 24 Q And your place of residence is in Santa Fe?

s %k ol

N4
25 A Yes.
68
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" EXHIBIT II exarclse of tha jurisdiction, in this particulax

‘fcasa,' I‘ﬁbuld\berinclfned to allow the Amended

Patitisn for Review, and take it that tha
responsive plzadings, would bz directed to that,

i and I se2 no real problem there, I will allow th:

Now, I don't have the orizinal transerint. Shoulc

TN |  that be inrroduced?
\ R |

¥ » . < rprep s - '
QV éﬁ“ S . MR, WATKINS: Court pieass2, w2 hdave askad

that it be inrroducad, and the Cocomission has

brouzat that in, fogether with the Expibirs, MNow

4.7

-~ 2 — 4 >
7ith reofersnce o this transerint, we havs

intarest of saving both fize and money, and in

the eveni that this goe3 ca appeal, we have

‘agresd that varlous parts of the franscript be

dzletad, and particulary witk reference to the

testizeny concerning the Stzawn Pool, rather then

»~% 1, . . 3 2, g i, J
£h2 Moxxow., W2 are only intsresited dn tha Morzow.

o

combined for purposes of hearing, QObvigualy,

som2 o that testi-

mony 13 applicable oaly £o $he Strawn Formaticn,

PR e PR

R R e b e




Mr, Stamets' testimeny, comcencing on Page 18,
Linz 24, murming throush Paga 22, Iice &, and
the testimony of Mr. Williams, commencinz on

Page 130, Line 14, rimning through Page 136,

can b2 omittad as it pertains solely to the

Strawn Formation. Also, that 0il Conmservation

Commission's Exhibit D, E, ¥, 8, H, and I, and

£3

21l of tha dorrds aAnmtweil Exnidbits, 1 through 10,

can be owmirtad, and with those axceptions, we'll

stipulate o the record and tha Certificats,

I'd 1like %o also have a Certified Copy of Oxder
R-4034, o walch zha Commission fook adainistrag-
ive notiea2 in ¢ha hearing, bs thz hearing on two

of the tars: unortiodox well loecaticn of tha

Patiticpers.

TIE COURT: All righk. Any objzction to
that? N
MR. WATXINS: I have 53 s2=2n that.

»

{Tocipent handad to ir. Watkinms, aand

»
I
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1a razpact to this particular wail.

MR, LO3EZ: Y23, sir.

was incorporated in the
MR. SMALL: It - P




" racord, by rafersnce in the Conservation
Comission’s hearing, and ccnsaquantly we have
no objections.

THE COURT: Fins. It will ba admittad then.
Well, I take it zhen, the next step is, let's
hear from the Petitioner on the questions raisad
by the Petition for Review, as to your Qiaws on
why thls matter should b2 null, szt asids, and
held for aaught.

MR, SMALL: Ye3, 3ir. %2 Jdo hava scome

seriou3 objections &2 the order, and we would

Coniinental fase, whieh is the izad case om gas

proration in this stats, the Cowxr® pointed out

>

chat the Commission had fwe statutory juris-

h ]

gliiional areas or obligarisns in respact to

prorarion of zasz. It can and ghoul
Py [=3 .

thas could be produczd from a particular peol

0




EXHIBIT III

.

occur in the South Carlsbad-Morrow Gas Pool unless production
therefrom is restricted pursuant to Section 65-3-13(c), N.M.S.A.,
1953 Comp.; ‘- '

’ (ii) it contains no basic concluSiohsfdf‘féct re;

. quired to support an otrder designed to protect dofrelative

rights; and

s e e

(iii) it deprives Petitioners of their prdperty
" ‘without due process'of law in that it does not rest upon an
authorized statutory basié, is not supported by substantial

evidence, is incomplete, vague and indefinite.
! .

REVIEW OF THE RECORD

This case must be decided by the Court solely on the
basis of the record made before the Commission without the aid
of any additional evidence outside the record received by the

Commission. Continental 0il Co., v. 0il Conservation Com'n.,

373 P.2d 809. This being the case, a review of the record made

before the Commission is imperative.

Although the record covers both the Morrow Pool and ,

the Strawn Pool in the South Carlsbad Field, the order under

attack pertains only to the Morrow, and only that portion of the

record is pertinent to this proceeding.

Staff testimony on behalf pf the Commission in support
of its action came from R. L. Stamets; Technical Suppért Chiéf"
for the Commission (Tr. 6-40, 74-81) and from Elvis Utz, an
engineer for the Commission. (Tr. 41-73) .

Mr. Stamets'produced seven exhibits as follows:

Exhibit 1 - A tabulation of well data listing all wells

by operator or lease name, etc., location of each well, its



IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,
vs. No. 9866
OIL CONSERVATION COMMISSION
OF NEW MEXICO,
District Court
Respondent-Appellee File No. 28181

and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors,

PETITION FOR STAY OF JUDGMENT

COME NOW the petitioners-appellants and move the
Court, in exercise of its original jurisdiction under Supreme

Court Rule 9 and superintending control under Article VI,

Section 3, of the New Mexico Constitution, for a rehearing

on their motion for a stay in the captioned matter and for

the granting of an order of this Court staying the judgment
of the lower court and the order of the 0il Conservation Com-
mission of tﬁe State of New Mexico, and on behalf of said
petition would state as follows:

1. That petitioners-appellants have heretofore filed
a petition for a stay order which was disallowed by this Court
and subsequently filed a petition for rehearing and evidentiary
hearing on motion for stay of judgment which was disallowed;
that since the entry of the last order above-mentioned, the

Honorable N. Randolph Reese entered an opinion of the court

e = e e

in Cause No. 28182, entitled Michagel P, Grace II and Corinne




Grace, Petitioners, vs. 0il Conservation Commission of New
Mexico, Respondent, wherein he ruled that the 0il Conservation
Commission acted unreasonably, arbitrarily, unlawfully, and

capriciously; that in said cause the court had before it the

same transcript and evidence that the 0il Conservation Commission

—

considered in rendering its decision in the within cause as per

the attached affidavit of Frederick B. Howden, member of the

bar of the State of New Mexico.
2. That as a result of Judge Reese's decision and
the decision of Judge Paul Snead, there are presently two dia-
L]

metrically opposed decisions concerning the acts of the 0il

Conservation Commission of the State of New Mexico arising

from the same evidence and concerning the same purpose; that
—

by virtue of the entry of the opinion of Judge Reese, it is
quite apparent that the appeal of the appellants herein has
merit and is not frivolous and it is further apparent that the

persons most likely to suffer damage herein are appellants.

3. That the o0il and gas supply of the world and
particularly the United States is critical.

4.” That the field from which petitioners-appellants
wells are producing has an abundant supply of gas.

5. That production in greater quantity than is
presently allowed under 0il Conservation Commission Order No.
R-1670-L will have no deleterious effect upon gas reserves or
market demand. ¢ / K

6. That unless the order of the Commission be stayed

true waste and destruction of correlative rights shall result.




7. That the requirements of or gas

producible from petitioners' wells far outweigh a theoretical

and erroneous assumption that the wells affected by this order

wexre overproducing.

MARCHIONDO & BERRY, P. A.

Attorneys for Petitioners-Appellants
P. O. Box 568

Albuquerque, New Mexico 87103

By%/% €>fé«oé/

William C. Marchiondo




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,
vs. No. 9866
OIL CONSERVATION COMMISSION
OF NEW MEXICO,
District Court
. Respondent-Appellee File No. 28181

and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors,

AFFIDAVIT

I, FREDERICK B. HOWDEN, being first duly sworn
on oath, depose and state: e

1. That I wasSthe attorney for Michael P, Grace II
and Corinne Grace in'Cause 28182, entitled Michael P. Grace II
and Corinne Grace, Petitioners vs. 0il Conservation Commission
of New Mexico, Respondent; that said appeal to the District Court
arose out of a hearing before the 0il Conservation Commission of
New Mexico wherein that case, among others, was consolidated
before the New Mexico 0Oil Conservation Commission with Case
4694, being the 0il Conservation Commission number allotted to
Cause 28182 and Case 4693 being allotted to.the within cause;
that on Page 2A of the hearing before the 0il Conservation Com-

mission of New Mexico, a copy of which is attached hereto as

Exhibit 1, both cases were consolidated. h ‘*:R‘AL
ED




2. That in the appeal befoq; the District Court
of Eddy County, I submitted briefs/in connection with the
appeal asserting that the 0il Conservation Commission acted
unreasonably, unlawfully, arbitrarily, and capriciously in
allocating the production from fhe Carlsbad-Strawn solely
upon the basis of the surface acreage involved in the 0il
Conservation Commission;s definition of the pool; that on the
second'day of November 1973, the Honorable N, Randolph Reese
entered an op?nién of the court, a copy of said opinion being
attached.here£o as Exhibit 2, wherein the Court ruled that |
our contention was correct.

3. That at the request of William C. Marchiondo,

attorney for the petitioners-appellants herein, I have examined

the transcript of the 0il Conservation Commission of New Mexico

—

—

as it applies to the Carlsbad-Strawn hearing and have determined

———

in view of the consolidation the evidence submitted on the

Carlsbad-Strawn is the same evidenée submitted on the Carlsbad-

Morrow; that a copy of the face sheet regarding said hearing
S ———

and the transcript prepared from said hearing before the 0il
Conservation Commission of the State of New Mexico is attached

hereto as Exhibit 3; that from an examination of the transcript

the 0il Conservation Commission of New Mexico relied upon the

~same testimony in rendering its decision in both cases utilizing

the surface acreage in allocating production from the respective

pools.
P———————

“ A A ééw@&_\

FREDERICK B. HOWDEN

SUBSCRIBED AND SWORN to before me this 23rd day of November,1973.
.7 ) /
\_,/"v;f"’/%:)./"', ", . ,_/“./"’l’/k e
Notary Public

My commission expires:
April 17, 1976
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1[~7 MR. PORTER: The Hearing will come )

10

11

13
14
15
16
17
18
19
20
21
22
23
24

25

Pere

N to O:L:\';.

I should have made the announcement earlier this morass

.
Al A

I did make it last even;ng agd most of you were here, j;
regard to Governor King who had to cancel out at the last
minute. I was in his office at 10:30 o'élock the day beiore
yesterday béfbre I came down to Hobbs and ha had already
made reservations and fuily intgnded to come to the
Hearing. |

AS'you kno&, Governor King is very much interested
in the affairs of the O0il and Gas Industry and the development
of resources in the State; ‘He also.wantéd'to come to Hobbs
and was extremely sérry he could not be here. Things came
up that required him to cancel his appesarance. He asked
ﬁe to express his regrets to you that ﬁe could not be
here. | |

We will take Cases 4693 and 4694.

MR, HATCH | | ‘

MR HATCH: I have asked thét Cases 4693 and 4694,

having to do with instituting proration in the South Carlsbad

Moxrow Gas Pcol and the South Carlsbad Strawn Gas Pool be

consolidated for the purpose of this.Hearing only. There
- B

will be two .separate Orders that will be writien by the

Commission.

The Commission will have two witnesses, Mr. Stamets
A
and Mr. Utz. The two pipe line companies who purchase gas

EXHIBIT 1

63
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I| OF NEW MEXICO,

IN THE DISTRICT COURT OF EDDY C
STATE OF NEW MEXICO
MORRIS R. ANTWEIL, DFLTA )
DRILLING COMPAIY and MABEE )
PETROLETM COMPANY, : )
)
‘ Petitioners, ;‘
-vs- g i No. 28180
OIL CONSERVATION COMMISSION ) | "
)
)
)
)

Respondent.

and

MICHAEL P. GRACE II and
CORINNE GRACE;

Petitioners,
-VS~ No. 28182

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent.

N s S S Sl Nl Sl oo S el a? oo

OPINIOQON OF THIEL COCRT

The 01l Conéervation Commission, in consolidated cases, heard
testimony‘of their employees and of the parties and their wit-
nesses in connection with the prorationing of gas under both the
Carlsbad-Morrow and the Carlstad-Strawn Pools at and near Carlsbad
New Mexico. |

This opinion deals solely with the Carlsbad~Strawn and it 1s

the Opinion of the Court that the 01l Conservation Commission

EXHIBIT 2

-



——

Y

acted unreasonably, unlawfully, arvitrarily and capriciously in
alYocating the production from'the Carlsbad-Strawn solely upon
the basis of the surface acreage involved in the 0il Conservation
Commission's definition of the pool, and therefore, that portion
of :Commission Order R-1670-M i: void and should be set aside.
The 0il Commission, in anid hearing, wholly failed to carry
out the law under which they were setiing the allowables for said

field in that, Section 65-3-14A of the 1953 New Mexico Statutes

Annotated, requires the Commission to afford to the owner of each
property in a pool the opportunity to produce his just and equi-
table share of.the 0il and gas, or toth, in the pool, peing an
amount, so far as can be practically determined, in so far as can
be practically obtained withoﬁt wacte, substantially in proportion
that the quantity of the recovérable oil or gas, or bcth, under
such property bears to the total recoverable oil or gas,.or both,
in the pool, and for this purpose to use his just and equitable
share of the reservoir energy.

The 0il Commission, in posting its 100% Surface Acreage for-
mula, called attention to the fact that other fields in the State
were operating on a Surface Acreage formula without stating whethe
or not any of such fields had been so established over the objec-
tion.or protest of any operators or owners therein; together with
the testimony of one of the 0il Conservation Comﬁission's employee
th%E,EE.ESElg\PE_§i££ESE}E/§9~9bLain a fair reservair and-—tract

gas reserve figure. The undisputed evidence of the Petitiloners

was that foundationary facts as required by both the abcve

3

[92]




’

quoted statute and Section 65-3-29H, 1953 NMSA, and the cases of

Continental 0il Company vercus 0i! Conservation Commission,

70 New Mexico 310, 373 Pacific Second 809 and El_Paso Natural Gas

Company versus 011 Conservation Commission, 70 New Mexico 268,

414 Pacific Second 496, could be ascertained by standard geologlca
and engineering practices. Thesn Statules and cases, definitely
require the Oii Commission, in cnrryiﬁg out its duty, to fiﬁd:

(1) The amount of recoverable gac under each producers' tract;

(2) The total amount of recoverable gas in the pool; (3) The pro-
portion that the total amount of.recoverable gas under each pro-~
ducers' tract beaTs to the total amount of recoverable gas in the
pool and; (4) What proportion of the arrived at proportion can be
recovered without waste. The El Paso case relaxed the Continental
0il Compaqy case to the extent that it held the foundationary fact
or their equivalents, are necessary requisites to the valiﬁity of
an order replacing a formula in current useand, in the mind of the
Court, such requirements would be necessary to establish a new
order 1n the first instance. The witﬁéss Stametz having testified
to the conclu;ion that it would not 69 practical to determine the
foundationary facts in this case, did admit that under engineering
and geological principles that the reservoir capacity could bé
determined and the tract reserves for each producing tract could
also be determined after expenditures and work. It is the opinion
of the Court that this conclusion of impractitility will not stand
as substantial evidence in the face of such an admission und of

the undisputed testimonv of the witnesses Williams and Raney who

—



I . o

both testified at length as to the manner of determining the
reservoir reserves and the tract reserves and the manner of allow-
ing each producer to produce hic fair share of the reserves and
for his use of a fair share of the reservoir energy ih SO prbduc-
ing.'.The undiéputed testimony is that the wells in the Carlsbad-
Strawn vary greatly as to prddﬁctibility and reserves and that a
Surface.Acreége allocation would violate, instead of protebtiné,
correlative rights; in that the wells within the tracts haviﬁg the
greatest amount of reserves, would only be-allowed to produce an |
equal amount to the wells witi:i 4 great deal less reserves and
energy so that;.according, to the findings of the Commission, ther
would be drainage uncompensated from the higher capacity wells to
ﬁhe weaker wells which could still produce the allowéble.'

From the foregoing, it follows that the Commission's Findings
of Fact, numbered 66, 69, 73, 74, 78, 80 and 82, are not supported
by substantial evidence.

IT IS THEREFORE ORDERED by the Court that Findings of Fact,
numbered 66, 69, 73, 7%, 78, 80 and 82, are null and void and the
same are vécated and held for naugﬁt, and; '

IT IS FURTHER ORDERED by the Court that that portion of 01l
Conservation Commission érder R-1670-M, denominated Special Rules
C.8(A) be, and the same is hereby, set aside as null and vold as
a‘result of unreasonable, unlawful, arbitfary'and capricious actilo
on the part of the 0il ?onservation Commission and that this case
be remanded to the 011 Conservaticn Commission with directions to
1 fix an allocation formula in compliance with the applicable pfo-

visions of law.

DONE this ézhjzday of November, 1973.

{ ; ? ,
Di%urile: Swice  / 4

9]
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IN THE MATTER OF:

The hearing called by the 0il Conservation
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
Thursday, NOvember 1, 1973
NO. 9821

MICHAEL P. GRACE,
CORINNE GRACE,

II and

Petitioners~Appellants,
vs. ‘Eddy County

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent-Appellee,
and

CITIES SERVICE OIL COMPANY
and the CITY OF CARLSBAD,

Intervenors.

This matter coming on for consideration by the Court upon
moiion fur Reiwearing and for Evidenciary nearing on motion for Stay
and the Court having considered said motion and
brief of counsel and being sufficiently advised in the premises;
IT IS ORDERED that motion for rehearing and for evidentiary
hearing on motion for stay of judgment be and the same is hereby

denied.

L444/(//64,¥4ZV;Q

ClerV of the Supreme Court
of the State of New HMexico

A True Cgpx

|




MICHAEL P. GRACE II and
CORINNE GRACE,

vs.

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

IN THE SUPREME COURT OF THE STATE OF NEW MEXICO

Petitioners-Appellants,
No. 9821

District Court
File No. 281381

Respondent-Appellee,

Nt Vsl Nl Nl Nl gl NP sl Vsl Vil Nsll gl Vet? Vn’ ekl Vopl Sai® Semt

Intervenors.

ENTRY OF APPEARANCE

Comes now William F. Carr, Special Assistant Attorney General

representing the Oil Conservation Commission of the State of New

Mexico, P. 0. Box 2088, Santa Pe, New Mexico, and herewith enters

his appearance as Attorney for the Respondent-Appellee Oil Conser-

vation Commission of New Mexico in this cause.

Dated this 30th day of November, 1973.

| Dt G

ILETIAM F. CARR
Spacial Assistant Attorney General
representing the O0il Conservation
Commission of the State of New Mexico

I hereby certify that on the

30th day of November, 1973, a

copy of the foregoing pleading

was mailed to opposing counsel




(e et “

William C. Marchiondo
Charles G. Berry

Robert L. Thompson
Mary C. Wolters

Paul Tackett, of Counsel

-

MARCHIONDO & BERRY, P.A.
ATTORNEYS AT LAW

315 FIFTH STREET N.W. — P. O. BOX 568
ALBUQUERQUE, NEW MEXICO 87103
505 2470751

October 29, 1973

Mr. A. J. Losee
Attorney at Law
P. O. Drawer 239
Artesia, New Mexico 88210

Mr. Jason W. Kellahin
Attorney at Law

500 Don Gaspar

Santa Fe, New Mexico 87501

Re: Grace, et al. v. 0il Conservation Commission,
et al.

Gentlemen:

Enclosed is a copy of our Petition for Rehearing and
For Evidentiary Hearing on Motion for Stay of Judgment
along with a copy of our brief in support of this
petition.

Very truly yours,

William C. Marchiondo

WCM:gn

Enc.



IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE CGRACE,
Petitioners—-Appellants,
V3. No. 9821

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Raespondent-Appallee,
and

CITIES SERVICE OIL COMPANY
andé THE CITY OF CARLSBAD,

Intervanors.

STITION FOR REHEARING AND FOR EVIDENTIARY
HEARING ON #OTION FOR STAY OF JUDGMENT

COME NOW tha Petitionars-Anpellants and move the
Court in its 2xercise of original jurisdiction under Supreme

:
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and sup ntending conirol under Article VI, §3,

of the New Mavico Consbtitution, for a rehearing on thzir Motion

fu
o)

for Stay in tha captioned mattar, and for an evidaatiarv hearing
tharacn, and in support of thisz petition, say:
i. That the oil and gas supply of the world, and

particularly the United States, is critiecal.

[y ]
*

1]
v

hat the field from which petitioners' wells ara
oroducing has abundant supply of gas.,

3. That producﬁion in greater quantity than is
vresently aliowed under Oil ConservationlCommission Ordar No.
R~1670-L will have no deleteriocus effect upon gas reserves oxr

market damand.



4, That on approximately October 4, 1972 following
the petitioners filing of a hotice of appeal herein, an order
was issued by the 0il Conservation Commission restraining
petitioners from preoducing and ordering a shut~-in of petitioners’

walls, obtaining a court order restraining petitioners from pro-

. ducing any gas until such time as the quotas allowable under the

Commission's order had been caught up with in terms of time over
which such allowables could be producad in accordance with the
order of the Commission.

5. That during such shut-in period casrtain tests were
performed by a former vice-president of Pubco, a practicing
engineer; that the tests so performed disclosed that tha shut-in
ordered was working permanent damage to the wells so shut in and
that the total res=rxrvae of the wells and in particular petitioners'
largest producing well in the entire field, would be complately
lost. -

6. That to gontinue in force tha zhut-in oxder and to
denv 2 stay of the pro-ration ordsr as well as tha shut~in order
will create permanent and irreparable harm tc petitioners' wells,
and in all prokability, to all cf the wells of the field if there
iz merit to the Comnmission findings that thers is an inter-connection
betwezn the producing wells in the pool.

7. That unless the order of the Commigsion be staved
true waste and destruction of correlative rights shall result.

8. That under-production of petitionsrs’ wells as
wall as complete destruction of their capacity to produce will
cause serious and irreparadble harm to the citizens of the State

and nation, as well as to petitioners.



9. That the requirements of consumers for gas

producible from petitioners' wells far outweigh a theorstical

and erroneous assumption that the wells affected by this order

were overproducing,

I hereby certify that
a trus copyv of the
foregoing has been
mailed to ovposing
counsel this 29th

day of October 1373,

CRizrury o -

e e 1

WILLIAM ©. ma30minm
L WARCHION DY)

MARCHIONDO & BERRY, P. A.
Attorneys for Petitioners-Appellants
P, O. Box 568
Albuquerque, New Mexico 87103
CRIGINAL SIiGNED BY
WILLIAM C. MARCHIONDS

William C. Marchiondo




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,
vS. No. 9821

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent-Appellee,
and

"CITIES SERVICE OIL COMPANY
nd THE CITY OF CARLSBAD,

Intervenors.
BRILF IN SUPPORT OF PETITION

FOR RZHIZIARING AND FOR EVIDENTIARY
HZARING ON MOTION ¥OR S5TAY CF JUDGMENT

ARGUMENT
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Rl2 9 of the Rulas 0f the Suvrame Court, 521-1-1(3),
N;E.S.A. {1953), provides that the Supreme Court ray datermine,
afrer an appeal is taken or a wri:t of error issuad, that ths
Diastrizt Courrt shonld have allowed suparsadezas and failed to do

30, én: the Court may *hen grant additional time within which the
aprallant shall file the bond in the Supreme Court. Sub-section

3 of the RPule clz2arlv indicatsas the nature of the Supnrasme Court's
original jurisdicticn in a proca2eding of tais nature, in its
provisions that the clerk of the Suprerme Court shall give prompt
notice of ths Court's approval of a supersadeas bond to the District

Court which renderad the judgment below.



Likewise, Section 3 of Article VI, New Mexico Con-
stitution, provides that the Court shall have original jurisdiction
"to hear and datermine” matters embracing its "suparintending
control over all inferior courts” and to issue 3uch writs as
are "necessary or propver for the complete exercise of its
jurisdiction.”
. Thus, whereas the reguest to present evidenze upon a
hearing for stay of judgmen* may be unusual, it is not unprec-
edented, nor is it improper. Thirty-five years ago this Court
recognized the ranging powers given to it by the Constitution,

and aprrovingly cited this language from Peonle exX rel. Green

v. Court of Appeals of Colorado, 51 L.R.A. 111:

of superintending control is
inary powar, It is hampered
iz rules or means for its
o3 t is 80 general and compre-
hensive that its complete and full extant
and use hawve practically hitharto not
haen fully and ~0x3’@*elj n2wWn a"”
ﬁveunllhlva. It is unlim

oounded Lv thes exi
call fov
5% theasa
cope with then.
trisunals u%Vl
it wiil, by ro33ess the
powsr to invawp, frame, and formulate
naw and additional =mesans, writs, aand
wnarahy 4t nay be erxertad,
~Stata v.Rcy, 49 H.M. 337,

at 422~23, 60 P.2d 656 {1935).
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the past, conducted evidentiary hearings, as

~

from the Opinion of In re Marron, 22 N.M. 252, 160

95380, {filed June 22,

1973). As long ago as Owen v. Van Stona, 17 N.M. 41, 121 Pac.

ntly

-4

611 (1912), and as rec=a as State Racing Comm'n v. McManus,

5ald

2 4

that intervention

1 by the



Supreme Court, in the exercise of its supervisory control,
"will lie even where there i3 a remedy by appeal, where it
is deemed to be in the public interest to settle the question
involvad at the earliest moment.®

Certainly, it is in the public interest to have this
issue of gas production settled immediately. The world crisis
is still with us; and Winter 1973 is but a cold breath away.
The availability of all sources of esnerqgy is a critical issue
in the welfare of the entire nation at this moment and to con-
template what petitioners' believe is-inclusively provable to
this Court by an evidentiary hearing, i.=2., that gas reserves
and gas production are actually being destroved by the conduct
of the 0il Conservation Commission and that denial of a stay
ordar nanding arnzc=2al of the decision, in view of the acute
rasource shortaga facing the world, is unthinkable,

ioners urgs the Court &2 assum2 iszs povers in

form of gtay of the administrative order enterad in this mattearx,
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William C, Marcalondo
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IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
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MICHAEL P. GRACE II and
CORINNE GRACE,

Petitioners-Appellants,

VS.

No. 9821

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent-Appellee,
and

CITIES SERVICE OIL COMPANY
and the CITY OF CARLSBAD,

et et St e el Nt st Nl Nl sl Vel Nl Nl il sl il SomiV St

Intervenors.

APPELLEE'S MEMORANDUM BRIEF
SUPPORTING DENIAL OF STAY OF JUDGMENT

L




STATEMENT OF APPLICABLE PROCEEDINGS

By Order R-1670-L, the 0il Conservation Commission
of New Mexico ("Respondent") prorated the South Carlsbad-Morrow
Gas Pool effective September 1, 1972. Michael P. Grace II and
Corinne Grace ("Petitioners") timely filed a petition for review
of the order and it was docketed as Civil No. 28181 in the
District Court of Eddy County, New Me#ico. On August 31, 1972,
the District Court, pursuant to a verified motion, entered an
ex parte order temporarily staying‘Respondent's Order R-1670-L .
until further order of the court.

After a one-day hearing the District Court granted
Respondent's motion and on April 11, 1973, entered its order,
which among other things, dissolvéd the temporary stéyvorder.

On August 13, 1973, judgment was entered in favor
of Respondent dismissing the petition for review. At the
same time, Petitioners filed their notice of appeal and a
motion for stay of judgment which was denied by the District

Court.
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POINT I

PENDENCY OF PROCEEDINGS TO REVIEW AN
ORDER OF RESPONDENT SHALL NOT OF ITSELF
STAY OPERATION OF THE ORDER BEING REVIEWED

Petitioners' motion for stay of judgment is apparently
filed under Supreme Court Rule 9(1) ([§ 21-2-1(9) (1), N.M.S.A.,
1953 Comp.], providing in part that: "At any time after an

appeal is taken . . . the Supreme Court may, upon motion and

notice, review any action of or any failure or refusal to act by,

the district court dealing with supersedeas or stay." (Under-

lineation added.) Here there has been no failure OFAterSQE.‘

{
to act for the Trial Court haslonce, after hearing, dissolved

z
a temporaryrgpgyﬁggggg~g§§mggqinA after a hearing on the peti-

tion for review, denied a motion to stay the judgment.

Under

the Supreme Court Rule 9(l), supra, if Petitioners are not

entitled to supersedeas as a matter of right, then this Court

should review the action of the Trial Court to determine if it

has abused its d}gcré;iqﬁ in denyihé sﬁépéhéion of the Judgment.
The filing and approval of a supersedeas bond shall

have the same effect as the filing and approval of such bond

in the District Court pursuant to Rule 62 [§ 21-1-1(62) N.M.S.A.,

1953 Comp.] of the Rules of Civil Procedure. Supreme Court

Rule [§ 21-2-1(9) (3) N.M.S.A., 1953 Comp.]. Rule 62
of the Rules of Civil Procedure, supra, governs the stay of
proceedings to enforce a judgment.

When an appeal is taken

appellant, by giving a sgpe;sedeaérbond, may obtain a stay of

judgment subject to the exceptions cqntaihed in Rule 62(a)




and . It is made discretionary with the court render-

ing judgment to allow a supersedeas in actions for an injunction

or receivership (Rule supra), and in contested elections,

mandamus, removal of public officers, guo warranto or prohibi-

ey e aahe s 41)
tion (Rule 62[c], supra). Hoo aqtrel o o oo Het
a4 ybc“f Ane g Z)-,J\_e = gt At

Are the enumerated exceptions in Rule 62, “supra \
the only actions where the District Court has the discretion
to deny supersedeas? Rule 1 of the Rules of Civil Procedure

(s 21-1-1 N.M.S.A., 1953 Comp.):

These rules govern the procedure in the
district courts of New Mexico in all suits of
a civil nature whether cognizable as cases at
law or in equity, except in special statutory
and summary proceedings where existing rules
are inconsistent herewith. (Underlineation
added.)

It was held in Carpenter vs. Pacific Mutual Life Insurance

Company, 89 P.2d 637 (1939 Calif.) that supersedeas under
the Code of Civil Procedure was not applicable to a special

proceeding under the California Insurance Code. The Rules

of Civil Procedure have been held inapplicable to certain

special statutory proceedings inconsistent with the rules.

Trujillo vs. Trujillo, 52 N.M. 258, 197 P.2d 421 (1948);

Montova vs. McManus, 68 N.M., 381, 362 P.2d 771 (1961l), elec-

tion proceedings; State ex rel State Highway Commission

vs. Burks, 79 N.M. 373, 443 P.2d 866 {1968), eminent domain

proceedings; Guthrie vs. Threlkeld Co., 52 N.M. 93, 192 P.2d

307 (1948).




Although supersedeas may be available as a matter

of right in proceedings to review orders and decisions of other
administrative tribunals, by statute it is ekpressly made

discretionary in proceedings to review orders of the 0il Conserva-

tion Commission. However, § 48-16-8 N.M.S.A., 1953 Comp.,

provides that findings of the Commissioner of Banking with
respect to installment savings-investment certificates shall

remain in full force and effect during the pendency of actions

for review. § 65-3-22, N.M.S.A., 1953 Comp., dealing with re-

hearings and appeals from orders of the 0il Conservation Com-

mission of New Mexico, provides in part:

(c) The pendency of proceedings to review shall
;,  not of itself stay or suspend operation of the order
or decision being reviewed, but during the pen-
dency of such proceedings, the district court in
its discretion may, upon its own motion or upon
proper application of any party thereto, stay or
suspend, in whole or in part, operation of said
order or decision pending review thereof, on such
terms as the court deems just and proper and in
accordance with the practice of courts exercising
equity jurisdiction; Provided, that the court, as
a condition to any such staying or suspension of
operation of an order or decision may require that
one (1) or more parties secure, in such form and
“amount as the court may deem just and proper, one
(1) or more other parties against loss or damage
due to the staying or suspension of the commission's
order or decision, in the event that the action of

the commission shall be affirmed. (Underlineation
added.)

(d) The applicable rules of practice and proce-
dure in civil cases for the courts of this state
shall govern the proceedings for review, and

any appeal therefrom to the Supreme Court of
this state, to the extent such rules are con-
sistent with provisions of this act. (Under-
lineation added.)

At least to the extent that § 65-3-~22(c), supra, is a special

statutory proceeding providing that petitions for review do not




in themselves suspend operation of the order which is being
reviewed, it is inconsistent with the Rules of Civil Procedure.
In such proceedings a stay of judgment is discretionary with

the District Court.
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POINT II

THE BURDEN IS ON PETITIONERS TO SHOW
THAT THE DISTRICT COURT ABUSED ITS
DISCRETION IN DENYING A STAY OF THE
JUDGMENT '

Three actions were taken by the District Court with
respect to suspension of Respondent's Order R-1670-L, viz. the
temporary stay order, the order dissolving the temporary stay

order, and after judgment the order denying the motion to stay

judgment. A transcript of the March 7, 1973, hearing on
Respondent's motion to guash the temporary stay order {(where
the question was the propriety of staying Respondent's Order

R-1670-L) is available for Supreme Court review. The ruling of

the trial court is presumed valid and the burden is on appellant -

to show the manner in which the trial court abused its discretion.

Coastal Plains 0il Company vs. Douglas, 69 N.M. 68, 364 P.2d4

131 (1961l). The Supreme Court will not substitute its dis-

cretion for that of the trial court.

" Appellant bears a heavy burden in view of thHe long-

'§LéQding_:nleﬁihat_the_Suprene;Couxtnwillxnet overturn. the

action of the trial gourt absent a pg;gg;_@buseloxwmaniﬁestd-

error in the exergise of the discretion.

’

< ALo. vs. Raynolds, 22 N.M. 473, 164 P. 830 (1917); Martinez vs.

State ex rel Meyers

Cook, 57 N.M, 263, 258 P.2d 375 (1953); In re Stern's Will,
61 N.M. 446, 301 P.2d 1094 (1956); Coastal Plains 0il Company
vs. Douglas, supra.

oo
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CONCLUSION

Petitioners, as a matter of right, are not entitled
to a stay of judgment. This very question was the subject
of judicial inquiry before the trial judge in a hearing that
took one full day and produced the voluminous testimony which
has been presented to the Court. The trial judge heard the
evidence in full. After hearing the testimony, viewing the
witnesses and considering the exhibits, he vacated the tempor-
ary order staying (or superseding) operations of the Commission
order. On two occasions the trial court has exercisea its
discretion in denying Appellants' motions. No patent abuse
of discretion has been shown. Appellants' motion should be

denied.

Respectfully submitted,

see, Speci&l Assistant
Attorney General, Representing
the 0il Conservation Commission
of New Mexico




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,

vs. No. %

OIL CONSERVATION COMMISSION
OF NEW MEXICO, .

: District Court
Respondent-Appellee File No. 28181
and

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

PETITION FOR STAY OF JUDGMENT

COME NOW the petitioners-appellants and move the
Court, in exercise of its original jurisdibtion under Supreme
Ccurt Rule 9 and superintending control under Article VI,
Section 3, of the New Mexico Constitution, for a rehearing
on their motion for a stay in the captioned matter and for
the granting of an order of this Court staying the judgment
of the lower court and the order of the 0il Conservation Com-
mission of tﬂe State of New Mexico, and on behalf of said
~petition would state as follows:

1. That petitioners-appellants have heretofore filed
a petition for a stay order which was disallowed by this Court
and subsequently filed a petition for rehearing and evidentiary
hearing on motion for stay of judgment which was disallowed;
that since the entry of the last order above-mentioned, the
Honorable N. Randolph Reese entered an opinion of the court

.2 Cause No. . {182, entitled Michael P. Grace II and Corinne



Grace, Petitioners, vs. 0il Conservation Commission of New
Mexico, Respondent, wherein he ruled that the Oil Conservation
Commission acted unreasonably, arbitrarily, unlawfully, and
capriciously; that in said cause the court had before it the
same transcript ;nd evidence that the Oil Conservation Commission
considered in rendering its decision in the within cause as.per
the attached affidavit of Frederick B. Howden, member of the
bar of the State of NewVMexico.

. 2, That as a result of Judge Reese's decision and
the decision of Judge Paul Snead, there are presently two dia-
metrica;ly opposed decisions concerning the acts of the 0il
Conservation Commission of the State of New Mexico arising
from the same evidence and concerning the same purpose; that
by virtue of the entry of the opinion of Judge Reese, it is
guite apparent that the appeal of the appellants herein has
merit and is not frivolous and it is further apparent that the
persons most likely to suffer damage herein are appellants.

3. That the o0il and gas supply of the world and
particularly the United States is critical.

4. That the field from which petitioners-appellants
wells are producing has an abundant supply of gas.

5. That production in greater guantity than is
presently allowed under Oil Conservation Commission Order No.
R-1670-L will have no deleterious effect upon gas reserves or
market demand.

6. That unless the order of the Commission be stayed

true waste and destruction of correlative rights shall result.



7. That the requirements of consumers for gas
producible from petitioners' wells far outweigh a theoretical
and erroneous assumption that the wells affected by this order
were overproducing.

MARCHIONDO & BERRY, P, A.

Attorneys for Petitioners-Appellants
P. O. Box 568
Albuquerque, New Mexico 87103

By%z g%’a@é/

William C. Marchiondo




IN THE SUPREME COURT OF THE STATE OF NEW MEXICO
MICHAEL P. GRACE II and
CORINNE GRACE,
Petitioners-Appellants,
vs. ' No. 9866
OIL CONSERVATION COMMISSION
OF NEW MEXICO,
: District Court
. Respondent-Appellee File No. 28181

and.

CITIES SERVICE OIL COMPANY and
CITY OF CARLSBAD, NEW MEXICO,

Intervenors.

AFFIDAVIT

I, FREDERICK B. HOWDEN, being first duly sworn
on oath, depose and state:

1. That I was the attorney for Michael P. Grace II
and Corinne Grace in'Cause 28182, entitled Michael P. Grace Il
and Corinne Grace, Petitioners vs. 0il Conservation Commission
of New Mexico, Respondent; that said appeal to the District Court
arose out of a hearing before the 0il Conservation Commission of
New Mexico wherein that case, among others, was consolidated
before the New Mexico 0il Conservation Commission with Case
4694, being the 0il Conservation Commission number allotted to
l Cause 28182 and Case 4693 being allotted to'the within cause;
that on Page 2A of the hearing before the Oil Conservation Com-
mission of New Mexico, a copy of which is attached hereto as

Exhibit 1, both cases were consolidated.



2. That in the appeal before the District Court
of Eddy County, I submitted briefs in connection with the
appeal asserting that the 0il Conservation Commission acted
unreasonably, unlawfully, arbitrarily, and capriciously in
aliocating the production from fhe Carlsbad-Strawn solely
upon the basis of the surface acreage involved in the 0il
Conservation Commission;s definition of tﬁe pool; that on the
seéond'day of Nbvember 1973, the Honorable N. Randolph Reese
entefed an op?nidn of the court, a copy of said opinion being
attached hereto as Exhibit 2, wherein the Court ruled that |
our contention was correct.

3. That at the request of William C. Marchiondo,
attorney-fof the petigionefs-appellants herein, I have examined
the transcript of the 0il Conservation Commission of New Mexico
as it applies to the Carlsbad-Strawn hearing and have determined
in view of the consolidation the evidence submitted on the
Carlsbad-S;rawn is the same evidenée submitted on the Carlsbad-
Mofrow; that a copy of the face sheet regarding said hearing
and the transcript prepared from said hearing before the 0il
Cﬁnservation Commission of the State of New Mexico is attached
hereto as Exhibit 3; that from an examination of the transcript

the 0il Conservation Commission of New Mexico relied upon the

.same testimony in rendering its decision in both cases utilizing

the surface acreage in allocating production from the respective

pools.

‘ A 441«/@&_\

FREDERICK B. HOWDEN

SUBSCRIBED AND SWORN to before me F?is 23rd day of November,1973.

LNotary Public

*; commission =2xpires:

-

April 17, 1976
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I should have made the announcement earlier this Kérﬁf

” .
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I did make it last_evening and most of you were here, in
regard to Governor King Qho had to cancel ou£ at the last
minute. I was in his office at 10:30 o'élock the day beriore
yesterday béfbre I came down to Hobbs and~ha had already
mada reservations and fﬁlly intgnded to come éo the
Hearing. A-

Aé'you knoﬁ, Governdf King is very much inferestcd
in the affairs of the 0il and Gas Industry and the development
of resources in the State; He alsonwantéd-to coﬁé'to ﬁobps
and’was eitremely sérry he could not be heté. Things came
up that réquired him to cancel his appea:aﬁce; He asked

me to express his regrets to you that he could not be

here.

"~

We will take Cases 4693 and 4695.

MR, HAfCH | ) -

MR HATCH: I have asked that Cases 4693 and 4694,
having to do with instituting proration in the South Carlsbad
Morrow Gas Pcol and the Sonth Carlsbad Straﬁn Gas Pool be
consolidated for the puipose of thisAHearing only. There
will be two.separate Orders that will be written by the
Commission. .

The Comualission will have two witnesses, Mr, Stamets
J
and Mr. Utz. The two pipe line companies who purchase gas

EXHIBIT 1
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i| OF NEW MEXICO,

IN THE DISTRICT COURT OF EDDY C
STATE OF NEW MEXICO
MORRIS R. ANTWEIL, DFLTA
DRILLING COMPAITY and MABEE
PETROLEUM COMPANY,, .
Petitioners,

OIL CONSERVATION COMMISSION

No. 28180

Respondent.

i 4 .

and

MICHAEL P. GRACE II and
CORINNE GRACE

"Petitioners,
~vS~ No. 28182

OIL CONSERVATION COMMISSION
OF NEW MEXICO,

Respondent.

OPINTION OF THI COUﬁT |
The 0il Conéérvation Commissfon, in consolidated cases, heard
testimony.of their employees and of the parties and their wit-
nesses in connection with the prorationing of gas under both the
Carlsbad-Morrow and the Caflshad—Strawn Pools at and near Caflsbad
New Mexico.
This opinion deals solely with the Carlsbad-Strawn and it 1s

the Opinion of the Court that the 011 Conservation Commission

-

EXHIBIT 2
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acted unreasonably, unlawfully, arvitrarily and capriciously in
allocating the production from the Curlsbad-Stravn solely upon
the basis of the surface acreage involved in the 0il Conservation
Commission's definition. of the pool, and therefore, that portion
of Commission Order R-1670-M iz void and should be set aside.
The 0il Commission, in safd hearing, wholly failed to carry
out the law under which they were setiing the allowables for said

field in that, Section 65-3-14A of the 1953 New Mexico Statutes

Annotated, requires the Commission to afford to the owner of each
property in a pool the opportunity to produce his just and equi-
table share of.the oil énd gas, or toth, in the pool, peing an'
amount, so far as can be practically determined, in so far as can
be practically obtained withbﬁt wacte, substantially in proportion
that the gquantity of the recovérable oil or gas, or both, under
such prdperty bears to the total recoverable oil or gas,.or both,
in the pool, and for this purpose to use his just and equitable
share of the reservoir energy. |

The 0il Commission, in posting its 100% Surface Acreage for-
mula, called attention to the fact that other fields iﬁ the State
were operating on a Surface Acreage formula without stating whethe
or not any of such fields had been so established over the objec-
tion. or protest of ahy operators or owners therein; together with

the testimony of one of the 0il Conservation Commission's employee

thgf it would be difficult to otlain a fair reservair and-tpact
e e

gas reserve figure. The undisputed evidence of the Petitioners

was that the foundationary facts as required by both the above

F
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foundationary facts in this case, did admit that under engineering

’

quoted statute and Section 65-3-291, 1953 NMSA, and the cases of

Continental Oil Comnany vercus 0il Conservation Commission,

70 New Mexico 310, 373 Pacific Second 809 and El Paso Natural Gas

Company versus 01l Conservation Commissicn, 70 New Mexico 268,

414 Padific Second 496, could be ascertained by standard geologica
and éngineering practices. Thesn Statules and cases; Qefinitely
require the Oii Commission, in cnrryiﬁg out its duty, to fiﬁd:-

(1) The amount of recoverable gas under each producers' tract;

(2) The total amount of recoverable gas in the pool; (3) The pro-
portion that the total amount of.recoverable gas under each pro-
ducers'! tfact bears to the total amount of recoverable gas in the
pool and; (&%) What proportion of the arrived at proportion can be
recovered without waste. The El Pa;o case relaxed the Continental
0il Company case to the extent that it held the foundationary fact
or their equivalents, are necessary requisites to the valiﬁity of}
an order replacing a formula in current useand, in the mind of the
Court, such requirements wduld be necessary to establish a new
order in the first instance. The withess Stametz having testified

-

to the coneclusion that it would not be practical to determine the

and geological principles that the reservoir capacity could bé
determined and the tract reserves for each pgoducing tract could
also be determined after expenditures and work. It is the opinion
of the Court that this conclusion of impractibility will not stand
as substantial evidence in the face of such an admission uand of

the undisputed testimony of the witnesses Williams and Raney vho




I

numbered 66, 69, 73, 7%, 78, &0 and 82, are null and void and the

4

-

both testified at length as Lo the manner of determining the
reServoir reserves and the tract reserves and the manner of allow-
ing each producer to produce hics fair share of'the reserves and
for his use of a fair share of tlhe reservolr energy in so préduc—
iﬁg.'.The undiéputed testimony;is that the wells in the Carlsbad-
Stfawn vary greatly as to prddﬁctibility and reserves and that a
Surface.Acreage allocation would violate, instead of protebtiné,
correlative rightsy in that the wells within the tracts haviﬁg the
greatest amount of reserves, would only be'allowed to produce an |
equal amount to the wells witi: u great deal less reserves and
energy so that;-according, to the findings of the Commission, therp
would be drainage uncompensated from the higher capacity wells to
the weaker wells which could still produce the allowable. |

From the foregoing, it follows that the Commission's Findings
of Fact, numbered 66, 69, 73, 74, 78, 80 and 82, are not supported
by substantial evidence.

IT IS THEREFORE ORDERED by the Court that Findings of Fact,

same are vacated and held for naugﬂt, and;
IT IS FURTHER ORDERED by the Court that that portion of 0il
Conservation Commission Order R-1670-M, denominated Special Rules

C.8(4A) be, and the same is hereby, set aside as null and void as

a‘result of unreasonable, unlawful, arbitrary-and capricious actlo
- N ’

on the part of the 0il Conservation Commission and that thils case

be remanded to the 011 Conservaticn Commission with directions to

fix an allocation formula in compliance with the applicable pro-

visions of lsw.

DONE this Q”/ﬂ day of November, 1973.

‘!

Di%thilz: Suize / /
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The hearing called by the 0il Conservation )
Commission on its own motion to consider )

instituting gas prorationing in the } Case No. 4693

South Carlsbad-Morrow Gas Pool and the ) ~and
South Carlsbad-Strawn Gas Pool, Eddy . ) Case Mo. 4694
County, New Mexico . Sy -
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- BEFORE: State Geologist A. L. Porter, Jr., Secretary-Director

Land Commissioner Alex Armijo, Member
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OIL. CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

Pecember 19, 1973

A. J. Losee, Esq.

Logee A Carson

P. 0. Box 239

Artesia, New lMexico 88210
Lear Jerry:

Enclosed are certain affidavits filed by the Graces on
Dacenber 12 with the Supreme Court. They gave me these copies
at taat tima.

As you will note in the Petition for Rehearing, which
we recelved today, John Otto mekes referenca to certain of
these affidavits, but true to form, did not attach theaz.

I am, taerafore, sending them to you.

Very truly yours,

WILLIAM F. CARR
General Couansel

wrc/dr

enclosure



OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

December 12, 1973

dr. A. J. Losee
P. 0. Box 239
Artesia, New Mexico 88210

oear Jerry:

The Supreme Court, today, denied the Grace's Petition for

Stay of Judgment in Case 9821,

I am returning to you, herewith, the tramscripts that you

sent to me last week. Thank you for your help with this

motion.
Very truly yours,
WILLIAM P. CARR
General Counsel
WFC/dr

anclosure
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LAW QFFICES

LOSEE & CARSON, rA.
A.J. LOSEE 300 AMERICAN HOME BUILDING AREA CODE 508
JOEL M. CARSCN P.O.DRAWER 239 746~-3508
ARTESIA, NEW MEXICO 88210

3 Lecember 1973

Mrs, Rose Marie Alderate

Clerk of the Supreme Court of New Mexico
P. O. Box 848

Supreme Court Bullding
Santa Pe, ilew Hexico 87501

Re: Michael P. Grace, et ux., vs. 0il Conservation Coumission

of lew Mexico - Cities Service 041 Company and City of
Carlabad, Wew Mexico, to. 986€

Dear Mrs. Alderete:

Enclosed for filing please find Response of Cil Conservation
Commission and Cities Service to Petition for Stay of Judgment.

Very truly yours,

LOSZi. & CARSON, P.A.

Chdezer

AJL/dae
Enclosure

cc: Marchiondo & Berry
¥Mr. Michael ¥. ricCormick
Mr. Jason W, Kellahin
Mr, William F. Carr



LAW OFFICES

LOSEE & CARSON,PA.

A.J.LOSEE 300 AMERICAN HOME BUILDING AREA CODE 505
JOEL M. CARSON P.O. DRAWER 239 746-3508
ARTESIA, NEW MEXICO 88210

30 November 1973

Mr. William F. Carr, Attorney

01l Conservation Commission
P. O. Box 2088
Santa Fe, New Mexico 87501

Dear Bill:

As requested, we herewith enclose Transcript of Proceedings,
Volumes 1 and 2, on the March 2, 1973, stay order hearing
in the District Court of Eddy County, No. 28181, Michael P.
Grace II vs. 0Oil Conservation Commission et al.

Very truly yours,

LOSEE & CARSON, P.A.

A. J. Losee

AJL:jw
Enclosures
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OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

November 30, 1973

A. J. Losee, Esq.

P. 0. Box 239

Artesia, New Mexico 88210
Dear Jerry:

Enclosed is the Commission's Response to Petition for Stay of
Judgment with an attached Affidavit and exhibits. If this meets with
your approval, would you date the certification of service on the last
page of the Response and mail the origimal to the Supreme Court and
copies to Marchiondo and Mike MecCormick,

If you have any questions about it, please check with Jason, as
I will be out of the office until Thursday.

I appreciate your help with this matter.

Very truly yours,

WILLIAM F. CARR
General Counsel

WFC/dr
enclosure



