
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION COMMISSION FOR 
THS PURPOSE OF CONSIDERING: 

CASE NO. 7/ (> 
APPLICATION OF RIO PECOS CORPORATION 
FOR ENFORCEMENT OF THE COMMON PURCHASER 
REQUIREMENTS OF SECTION 7 0-2-19 NMSA 
1978 (1984 SUPP) AND OTHER PERTINENT 
PROVISIONS OF THE OIL AND GAS ACT, 
EDDY COUNTY, NEW MEXICO 

APPLICATION 

A p p l i c a n t , Rio Pecos Corporation, by and through i t s 
undersigned i i t t o r n e y s , s t a t e s : 

1. Rio Pecos Corporation ( h e r e i n a f t e r sometimes r e f e r r e d t o 
as "Rio Pecos") i s a New Mexico c o r p o r a t i o n duly authorized t o do 
business i n New Mexico. 

2. The O i l Conservation Commission has j u r i s d i c t i o n of t h i s 
cause and the subject matter t h e r e o f . 

3. Rio Pecos i s the owner o f an undivided i n t e r e s t i n a 
c e r t a i n O i l and Gas Lease (sometimes h e r e i n a f t e r c a l l e d "said 
Lease") from The United States o f America as Lessor i n s o f a r as i t 
covers the f o l l o w i n g described lands i n Eddy County, New Mexico, 
t o - w i t : 

Township 21 South, Range 22 East, N.M.P.M. 

Section 7: Ŵ  

c o n t a i n i n g 320 acres, more or less 

( h e r e i n a f t e r r e f e r r e d t o as "said Lands"). 

4. Said Lease i n s o f a r as i t covers s a i d Lands has been 
committed t o the L i t t l e Box Canyon U n i t f o r which C i t i e s Service 
O i l and Gas Corporation i s operator. I n accordance w i t h 
documents c o n t r o l l i n g the ownership and op e r a t i o n o f the L i t t l e 
Box Canyon U n i t , the L i t t l e Box Canyon U n i t No. 5 Well ( L i t t l e 
Box No. 5) was d r i l l e d and completed i n the Morrow Formation on 
or about March 7, 1984. C i t i e s Service O i l and Gas Corporation 
has designated Yates Petroleum Corporation as the operator of 
L i t t l e Box No. 5. I n accord w i t h the w e l l spacing and acreage 
d e d i c a t i o n requirements o f the New Mexico O i l Conservation 
Commission, a l l o f the Ŵ  Section 7, Township 21 South, Range 22 
East, N.M.P.M., Eddy County, New Mexico has been dedicated t o 
said w e l l . 



5. Yates Petroleum Corporation's Mescal Federal No. 1 Well 
(Mescal No. 1) was d r i l l e d and completed i n the Morrow Formation 
and the f o l l o w i n g described lands were dedicated t o said w e l l i n 
Eddy County, New Mexico: t o - w i t : 

Township 21 South, Range 22 East, N.M.P.M. 

Section 18: N^ 

con t a i n i n g 320 acres, more or less 

The Mescal No. 1 i s a d i r e c t o f f s e t t o L i t t l e Box No. 5. Both 
w e l l s are completed i n the same r e s e r v o i r and gas from each w e l l 
i s of l i k e q u a n t i t y , q u a l i t y and pressure. A p p l i c a n t owns no 
i n t e r e s t i n Mescal No. 1. 

6. A l l o f the gas produced from the Mescal No. 1 i s so l d t o 
El Paso N a t u r a l Gas Company ( h e r e i n a f t e r "Gas Company"). Said 
purchases by Gas Company as t o the Mescal No. 1 commenced i n 
January, 1983, p r i o r t o the completion o f L i t t l e Box No. 5 and 
have continued down t o date. 

7. Gas Company also purchases gas from other producers i n 
the immediate area o f L i t t l e Box No. 5. Gas Company's p i p e l i n e 
i s the only p i p e l i n e system i n the area. 

8. Since the completion of L i t t l e Box No. 5, numerous 
requests have been made of Gas Company t o purchase Applicant's 
share o f produ c t i o n from L i t t l e Box No. 5 and, i n accordance w i t h 
p r o v i s i o n s o f Section 70-2-19, NMSA 1978 (1984 Supp.), A p p l i c a n t 
has duly tendered t o Gas Company a l l of i t s gas produced and t o 
be produced from the L i t t l e Box No. 5, subject t o a p p l i c a b l e 
r u l e s and r e g u l a t i o n s f i x e d by t h i s Commission. The 
d e l i v e r a b i l i t y c apacity o f L i t t l e Box No. 5 i s estimated a t 5.9 
m i l l i o n cubic f e e t of gas per day on a 1/2 inc h choke. 

9. I n v i o l a t i o n of i t s l e g a l o b l i g a t i o n s , as set f o r t h i n 
Section 70-2-19, NMSA 1978 (1984 Supp.) Gas Company has refused 
t o purchase from A p p l i c a n t , Applicant's p o r t i o n o f gas produced 
from the Morrow Formation i n the L i t t l e Box No. 5, even though 
the gas i s o f l i k e k i n d , q u a l i t y and pressure as other gas 
produced from the Morrow Formation purchased by Gas Company from 
other producers i n the area, i n c l u d i n g gas produced from the 
Mescal No. 1. 

10. Gas Company's unreasonable d i s c r i m i n a t i o n and i t s 
f a i l u r e t o buy and pay f o r Morrow gas from L i t t l e Box No. 5 has 
r e s u l t e d i n drainage s u f f e r e d by App l i c a n t by v i r t u e o f Gas 
Company having taken production from Mescal No. 1. Furth e r , Gas 
Company's unreasonable d i s c r i m i n a t i o n and i t s r e f u s a l t o buy and 
pay f o r Morrow gas from L i t t l e Box No. 5 has forced A p p l i c a n t , as 
a d i s t r e s s e d producer, t o arrange t o s e l l gas from L i t t l e Box 
No. 5 t o E l Paso Marketing Company (Marketing Company) a t a p r i c e 
of $2.30 per MMBtu less production taxes and less t r a n s p o r t a t i o n 
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charges instead of the $2.60 per MMBtu (w i t h Gas Company paying 
production taxes) t h a t Gas Company has o f f e r e d t o pay f o r gas 
produced from the o f f s e t t i n g Mescal No. 1 as w e l l as other gas 
produced i n the general area and i n other l o c a t i o n s i n New 
Mexico. 

11. The agreement which A p p l i c a n t has w i t h Marketing 
Company i s f o r only a short term, and, under the circumstances, 
c o n s t i t u t e s the only source a v a i l a b l e t o Ap p l i c a n t by which 
App l i c a n t i s able t o m i t i g a t e damages both as t o drainage from 
Mescal No. 1 and as t o economic loss o f revenues from the Scile of 
production from L i t t l e Box No. 5. 

12. Gas Company's a c t i o n s adversely a f f e c t A pplicant's 
c o r r e l a t i v e r i g h t s . 

13. Gas Company's actions and unreasonable d i s c r i m i n a t i o n 
i n f a i l i n g and r e f u s i n g t o purchase gas from the Morrow Formation 
produced from L i t t l e Box No. 5 v i o l a t e Section 70-2-19 and other 
p e r t i n e n t p r o v i s i o n s o f the O i l and Gas Act. 

14. By the actions described h e r e i n , together w i t h the f a c t 
t h a t Gas Company has the only p i p e l i n e system a v a i l a b l e t o 
Appli c a n t i n the general area o f the L i t t l e Box No. 5, Gas 
Company usurps and supplants the O i l Conservation Commission as 
w e l l as the O i l Conservation D i v i s i o n as t o the a u t h o r i t y o f 
those a d m i n i s t r a t i v e agencies t o r e g u l a t e p r o d u c t i o n of gas 
w i t h i n the reasonable market demand. Gas Company's a c t i o n i s 
co n t r a r y t o conservation of gas produced or pro d u c i b l e from the 
general area i n which L i t t l e Box No. 5 i s located and i s be l i e v e d 
t o c o n s t i t u t e a predatory act against A p p l i c a n t as p r o h i b i t e d by 
the laws of t h i s s t a t e and the United States. 

WHEREFORE, App l i c a n t requests t h a t the Commission: 

1. Set t h i s A p p l i c a t i o n f o r hearing on the e a r l i e s t 
a v a i l a b l e Commission hearing docket; 

2. Enter i t s order t o r e q u i r e Gas Company t o make purchases 
from A p p l i c a n t f o r the gas produced from L i t t l e Box No. 5 w i t h o u t 
d i s c r i m i n a t i o n as t o p r i c e p a i d , q u a n t i t i e s purchased, bases of 
measurement or gas t r a n s p o r t a t i o n f a c i l i t i e s a f f o r d e d as compared 
t o gas from other w e l l s o f l i k e q u a n t i t y , q u a l i t y and pressure. 

3. Enter i t s order t o r e q u i r e Gas Company t o take r a t a b l y 
the gas produced from L i t t l e Box No. 5 i n order t o prevent waste, 
t o p r o t e c t A p p l i c a n t ' s c o r r e l a t i v e r i g h t s , and t o c a r r y out the 
o v e r a l l purposes o f the O i l and Gas Act; and 
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4. Grant such other and f u r t h e r r e l i e f as the Commission 
deems appropriate under the circumstances. 

R e s p e c t f u l l y submitted, 

HINKLE, COX, EATON, 
COFFIELD & HENSLEY 

Post O f f i c e Box 3580 
Midland, Texas 79702 

Attorneys f o r App l i c a n t 
Rio Pecos Corporation 
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